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Terminology: Companies ensure efforts are not beyond description

By Sarah Murray

To an oil company’s head of sustainability, the word “integrity” might apply to anything from a human rights policy to a set of corporate values. For an oil industry engineer, it might be associated with the physical performance of pipelines.

But while the language of sustainability can be poorly defined, some companies are developing terms that more accurately describe efforts to manage environmental and social risks and opportunities.

“We should not be preoccupied by language, but language does matter,” says David Grayson, professor of corporate responsibility and director of the Doughty Centre for Corporate Responsibility at Cranfield School of Management in the UK. “It can clarify or confuse.”

When it comes to the word “sustainability”, a multitude of corporate definitions prevails. However, the way companies describe their behaviour with respect to society and the environment varies widely and has evolved over the decades.

For many years, companies talked of little more than “corporate citizenship”. Later the initials “CSR” emerged, referring to corporate social responsibility (but often describing more philanthropic activities).

Prof Grayson argues that concepts such as corporate citizenship are less relevant to today’s companies than the way they conduct their core business activities.

“I am only marginally interested in how a company spends half or 1 per cent of its pre-tax profits,” he says. “I am passionately interested in how a company makes its profits. That’s why I prefer to talk about ‘responsible business’ and ‘corporate sustainability’.”

Following this year’s publication of a Harvard Business Review paper titled Shared Value, the idea that companies should invest in the communities that are their customers and suppliers acquired a new description – one that now is being used by a growing number of companies.

“Shared Value emphasises innovation and the concept of maximised mutual value creation and development,” says James Farrar, vice-president of sustainability at SAP, the German software group.

Meanwhile, the investor community tends to talk about the “ESG” (environmental, social and corporate governance) performance of companies.

Mr Farrar believes that the various terms in use apply to different corporate approaches. “Corporate citizenship emphasises the voluntary civic role of business in the community,” he says. “CSR emphasises the responsibility of business to the community and the rights of stakeholders beyond shareholders.”

Increasingly, however, more specific language is emerging to describe corporate activities that address social and environmental issues, particularly when it comes to climate change and the conservation of natural resources.

In addition to “carbon reduction”, among the most widely used is “resource efficiency”. This term has emerged as companies have recognised that addressing their environmental impact means looking beyond their carbon footprint to their use of water and natural resources such as forests and plants.

“We do need clearer language,” says Peter Lacy, head of sustainability for Europe, Africa and Latin America at Accenture, the consultancy. “But the words people increasingly use are ‘resource scarcity’ and ‘rising stakeholder expectations’, and they do understand the whole issue of ‘ethical standards in business’.”

For some industries, the language is becoming far more specific. In the food sector, for example, companies have moved from talking about “CSR” to notions such as “traceability”, “ethical sourcing” and “food security”.

Mining companies, which have been tackling social and environmental risks for longer than many, tend to talk less of broad concepts such as “sustainability” or “corporate re​sponsibility” than of addressing social risks such as local protests, ethical obstacles such as bribery and corruption, or environmental threats such as toxic waste and resource degradation.

“That’s a product of long practice and a reflection of the level of sophistication inside these organisations that they know what each of those things mean,” says Mark Lee, executive director of SustainAbility, a consultancy.

Mr Lee also cites the example of Starbucks, the US coffee chain, which focuses on areas such as ethical sourcing, food ingredients and nutrition for consumers. “They now feel they’ve defined what being responsible means for them,” he says. “And they’ve been at it for longer. They’re two decades of finding their way into it and they now have a language that works for them.”

In fact, companies that have developed sustainability strategies over long periods of time tend to have also developed a set of terms that describe more specifically the risks and opportunities they are attempting to manage. “The companies that are doing most have worked their way through the jargon to a language that makes sense for their employees and for their industry,” says Mr Lee.

