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CORPORATE PHILANTHROPY – SHOULD YOU BE GIVING AWAY YOUR SHAREHOLDERS’ MONEY?

1. 26 years ago I attended the AGM of a company when an old man stood up and disputed the fact that the company had given money to the girl guides when as a life long scouting leader he believed that the boy scouts were more virtuous.

My recollection is that the chairman justified giving the money because the company was a good citizen but it had no plan or objective criteria for why it had done so, and I believe the old boy scout left the room quite dissatisfied by the answer.

2. Although much younger than the old fellow, I left the room disquieted. In my mind, as a young lawyer, I could not reconcile whether companies should be making donations or not.

3. On coming back to check the books, I noted that at that time companies did not have the power to give gifts and therefore realized that there must be a link between giving to the girl guides, or for that matter the boy scouts, and a benefit for the company. As the company’s main business was the sale of wire transmitters, there remained a real question in my mind what the link was between that and the girl guides.

4. 26 years have now passed. Companies are now allowed to give gifts but the question still remains, can they just give at the whim of their chairman, or for that matter the chairman’s wife, donations to favoured charities?

5. In my view, after considerable thought one has to first separate corporate philanthropy from sponsorship.

The dictionary definition of “philanthropy” is “charity on a large scale for the love of mankind”. “Sponsorship” on the other hand is defined as “pledging money to a charity in return for getting something back”.

I think there is a difference in the two definitions and one which has led me after much consideration to conclude that with one major exception, to which I will refer later, corporate philanthropy, ie giving without getting anything back from it, is very difficult for companies to justify.

Sponsorship, ie the giving where you get something back is another question.

6. I can rave on about the virtues of sponsorship. 

I believe very sincerely that corporations have to be involved in their communities and I advocate very strongly partnerships between corporations and the not for profit sector.

This sector in Australia is very large, having a turnover in 1999-2000 of $33 billion and making a contribution to the gross domestic product of Australia in that year the same as the agriculture industry. When you include volunteering, the not for profit sector made a contribution equal to Australia’s mining industry and is therefore enormous.

7. I am absolutely positive that companies forming partnerships with not for profits and being involved in sponsorship can do a lot for themselves and therefore totally justify the expenditure.

It is trite to say that companies can build their brand; they can regain trust; they can get support in relevant areas, ie regional Australia, etc; and generally be seen as important in the community and therefore worthwhile supporting.

Very notably, we have seen companies like BP in the UK use the arts to change their image from that of a company involved in products which pollute both in their use and their extraction to a clean company involved in matters as exciting and community caring as the arts.

On a closer basis to myself, we have seen our own company Investec build its brand in the UK and in South Africa, and even here, through its sponsorship of the Rugby Union. I find it amazing how many rugby union devotees have seen the broadcast of the Investec Stormers in South Africa and the UK rugby games with Investec on the goal posts, and it cannot do us any harm.

8. But what does this mean for corporate philanthropy? 

As I have said previously, one has to be able to justify this. It cannot be just left to the whim of senior management, the board or the chairman’s wife.

In my view, the greatest justification for philanthropy is the involvement of the staff of the corporation. If a company involves its staff, the vagueness of whether the philanthropy can be done, and indeed is worthwhile, in my view disappears.

9. The answer to whether a company can give away money through corporate philanthropy is that it can as corporate philanthropy can be used as one of the greatest staff motivators etc available. Indeed, the modern company, in my view, should adopt a corporate philanthropic point of view but do this on a whole of company approach.

10. Let me first turn to the staff.

It is trite to realize that for most operating businesses, their most valuable asset is their staff. Therefore, if one is going to start, or jump start, on the route to social responsibility, it makes sense to start with one’s staff. In my view, the design of any such plan must at least have their buy in as they are not just staff but consumers and often these days shareholders in the relevant corporation.

11. A company could implement, as part of its corporate philanthropy, a volunteering scheme. 

This is very common in the US and less so here, although a number of major corporations do it and more are starting to do it.

This involves the company not giving to a charity but rather agreeing that staff should (and some companies even make it compulsory) spend 8, 16, 24 hours a year volunteering and working with the not for profit sector. These hours are obviously paid for by the corporation, the choice of not for profit either made by the staff member alone from a list prepared by the company or from a list voted upon by the staff.

The benefit to the staff is clear. 

(a) It is my belief that most people in work have at least (when they are lucky enough to be well and not beset with financial problems) a want to find a broader life and a larger purpose to life. Employees spending time whilst at work working for not for profits can find satisfaction in their search for this broader meaning whilst at the same time getting out of the office and seeing and helping in need and having a different experience to the one that they have in the office.

(b) This involvement can allow them to hone their supervisory, leadership and network skills.

(c) It can open their eyes to social issues and problems which they may never have seen before or even dreamt of.

(d) It can provide an opportunity to be proud and have ownership of a different achievement in their lives.

(e) It can widen their circle of acquaintances and experiences, maybe even providing an opportunity of where later in life a staff member may wish to be involved.

(f) It can offer a staff member, in my vision, their ability to see their bosses in a different light, working alongside them in a different environment and indeed in an environment where they are equal if not more so in the task at hand.

12. I believe that corporations can get enormous mileage from this. Not only does it improve staff morale but it widens the influence of the company as the staff are out in the community and also, if properly published etc, can provide a lot of the benefits that sponsorship provides as well. 

In my view, a good volunteering scheme should include not just allowing staff members time off but also:

(a) assisting the staff member to find the volunteering opportunity;

(b) publishing the volunteering done in newsletters distributed with them without the company;

(c) recognizing the work in the community as both an indicia of promotion and standing in the company;

(d) encouraging top management, and dare I say it the board, to also volunteer, particularly in areas in which the staff have chosen to be involved;

(e) offering mentoring and advice to assist employees to navigate the obstacles in their volunteering; and

(f) matching the volunteering work with money donated to the relevant not for profit.

I have to say as an aside that some of our young employees agreed to build a garden at a childcare centre for disabled kids. The company agreed to donate the money for the plants and necessary equipment. For weeks a glow appeared over the group of staff as they showed pictures and letters of thanks to all who made any enquiry. I have never been thanked so much for anything by staff before or since, including I might so increased bonuses.

13. A further way of involvement of staff is the implementation of a well-tailored workplace-giving programme. 

Workplace giving is a phrase we will all become familiar with very soon. However, the concept of workplace giving is still very new to Australia.

Workplace giving starts with public or private sector employees donating on a regular basis through their pay. 

Changes in tax arrangements for pre-tax workplace giving were announced just over 18 months ago as part of a number of new tax initiatives designed to encourage a social coalition between community organizations, government, businesses and the public at large.

Simply, these changes enable employees to make regular charitable donations, resulting in an automatic deduction without the need to wait for a refund of up to 18 months later from the processing of their tax return.

It is anticipated that workplace giving could boost donations to the not for profit sector by at least $200 million a year if just 10% of the Australian workforce forego $2 a week from their pay (or $100 a year).

To build the awareness about workplace giving in Australia, the Prime Minister’s Business and Community Partnership is currently producing a workplace giving kit in collaboration with the Australian Taxation Office. This is expected to be distributed in the next few months to over 80,000 medium and large businesses with more than 20 employees.

In Australia, there are three not for profit organizations that facilitate workplace giving programmes for business and the public sector. These are Australian Charities Fund, Charities Aid Foundation and United Way.

ACF, CAF and United Way provide varying amounts of support to corporates in the development, implementation and growth of their workplace giving programmes.

14. You might ask what has workplace giving got to do with corporate philanthropy?

In my suggestion of the whole of company approach, I believe that a workplace-giving plan should be married to a matching scheme.

Many corporates are contemplating the concept of matching schemes.

A matching scheme is a scheme whereby the corporate agrees (perhaps up to a designated level) to match dollar for dollar (or in some other ratio) the amount given by its employees under a workplace-giving programme.

70% of employers that ACF are working with to implementer their workplace-giving programme, are matching – which is great news.

The result is very enticing from the employees’ point of view. Assuming the employee is on a 48% marginal tax rate, if the employee gives $1 it costs him 52 cents and if the employer matches that $1 on a dollar for dollar basis, the employee’s charity gets $2 ($1 from the employee and $1 from the employer). So, a cost to the employee of 52 cents results in his favourite charity receiving $2.

Workplace giving programmes connected to a matching scheme, allow an organization to see its corporate values in action, have an impact in our community, increase loyalty and morale and appeal to recruits and employees.

This provides the missing link in justifying corporate philanthropy. With workplace giving it becomes a staff benefit and hopefully an essential part of the good operations of the organization.

15. Some corporations have taken this even further.

They have established corporate foundations which do matching in the volunteering plans and the workplace giving plans.

In addition, by use of the name of the corporation in the foundation it also allows for the foundation’s work to be clearly seen, publicized and justified. To give you an example, the Coca-Cola Foundation, which the Coca-Cola Company and Coca-Cola Amatil have both contributed to, is very active in the community and each time it does something it is clearly not only supporting the community but also clearly demonstrating the name of Coca-Cola and the values of the companies involved. This is very different to an unplanned, occasional donation to the girl guides.

16. I mentioned whole of company approach previously and it seems to me that the next step to all of this is starting to evolve.

The Children’s Hospital in Brisbane has been promoting a concept that shareholders should be invited to give part of their dividends to charities selected by the corporation.

This is done by including a box near perhaps the dividend reinvestment plan box, inviting shareholders to designate 1, 2, 3% of their dividend to go to one of the designated charities close to the corporation.

One can envisage a situation where the staff volunteer and give monies from their pay packets through workplace giving. The corporation matches the staff, both in assisting to pay for some of the time they have volunteered and also to match their cash donation; and the shareholders are invited to do the same through giving up some of their dividends.

The motivation to staff, to say nothing of the company’s corporate development in the area of social responsibility would be massive.

Indeed, you could also see a situation where if a shareholder gave part of its dividend, the company would give a little bit more.

If nothing else, the poor gentleman who loved the boy scouts could have done that and under such a plan the company would indeed have very legitimately have given to the boy scouts.
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