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community in which the company operates, its customers, employees, 
shareowners, and suppliers, In order for the inclusive approach to 
be implemented these stakeholder groups need to be defined and 
recognised by the company, and then the values by which the company 
will carry out its dai ly transactionswith these stakeholders must be 
identified and communicated.This is not aone-way street, by contrast, 
the only way thecompany can achieve its goals is to ensure that it has 
mutually beneficial relationships with its stakeholders, Communication on 
performance, targets, and commitments is the key to bu ilding trust. Inmy 
own experience, this inclusive approach is theway to create sustained 
business success and steady, long term growth inshareowner value. 

" If a country does not h av e a rep utat ion
 

f or strong corporate governance
 

practic es . cap i tal will flow elsewhere.
 

If investors are not con f ident wit h th e level
 

of disclosure , capital w ill flow elsewhere.
 

If a c ountry o pt s fo r lax acc o un ting an d
 

re port ing standards. capit al will flow
 
elsewh ere . Al l ent erprises in t h a t cou nt ry
 

- regardless of how steadfast a p ar ticul ar
 

compa ny 's pract ice m ay b e - suffer
 

the c onse quen ces . It serves us rig ht to
 
remember that no marke t has a di v in e
 

rig ht to investors ' capital .
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AS: Surely companies in emerging markets are not expected 
to uphold the same standard ofgood governance, especially 
in relation to components like commitment to sustainability 
and transparency, as isexpected oftheir counterparts in more 
established markets. Isthis true? 

MK: Absolutely the opposite is true. Attracting investment - including 
foreigninvestment - in the private sector is akey to energ ising 
economies in some of the poorest nations wOI'ldwide.This will only 
happen if there is both real and perceived adherence to best practice 
in corporate governance since investors must feel confident. This has 
long been accepted in the investment and governance community, 
as illustrated by astudy in 2000 published by McKinsey & Co in their 
Investor Opinion Survey.The survey found that 84per cent ofthe more 
than 200 institutional investors questioned are willing to pay apremium 
for shares in awell governed company, over one considered poorly 
governed but with acomparable financial record. The actual premium 
variecl fromcountry to country, for example, awell governed company 
in the UK would see investors will ing to pay 18per cent more for shares 
than apoorly governed company. But importantly, the pre rnim went 
even higher in emerging markets. For example. investors would be willing 
to pay 27 per cent more for awell governed company in Indonesia or 
Venezuela versus what they would pay for a poorly governed company 
with similar financial performance in those sarre countries. 

One oftile drivers behind the creation ofthe King 2 Code was to raise 
the standards ofquality corporate governance across all ofSouth Africa, 
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thereby strengthening the economy and society as awhole. Good 
governance, including the key components ofcommitment to 
sustainability and transparency, can be a magnet for global capital. 

AS: When outside directors and senior managers ask for your 
general advice, what isyour most common response? 

MK: Maintain acommitment to intellectual naivety, In short, don't be 
afraid to ask thedumb questions - the primary one being 'how does th is 
company make its money, and with what conseq uences?' 

Most companies are good atlooking externally to analyse what their 
competitors are doing, but too many are afraid to look in the mirror 
and face potential risks that could destroy their own business, Ahealthy 
bottom line can be deceiving, agood board member should be looking 
left, right, up, and down - not just straight ahead - for the risks and 
opportunities that constantly present themselves in this ever changing 
and challenging global business ervronrrent 
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Mr King is aSenior Counsel and former judgeofthe 
Supreme Court ofSouth Africa. He chaired theInstitute 
ofDirectors ofSouth Africa's corporate governance 
committees which in 1994 issued the King Report, and 
in2002 updated this with 'King 2' which has received 

international acclaim as the benchmark for best practice in corporate 
governance. Mr. King chairs and is adirector ofcompanies listed in 
London, Luxembourg and Johannesburg, Heis the past President ofthe 
Commonwealth Association ofCorporate Governance,aformer governor 
ofthe International Corporate Governance Network and amember ofthe 
World Bank's Pl'ivate Sector Advisory Group onCorporate Governance. 
Mervyn advises companies world-wide oncoiporats governance and is a 
regular speaker internationally. Mr. King will be Chair ofthe GRI Boardof 
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Directors from January 2007. 

With an extensive background in sustainability issues 
and international multi-stakeholder work,Alyson Slater 
joined the Global Reporting Initiative as Director of 
Communications at the international secretariat in 
Amsterdam, the Netherlands, in 2003. Prior to relocating, 

Alyson spent several years with the GRI interim secretariat in Boston, 
USAwhere she wasamember ofthe technical team responsiblefor 
thedevelopment ofGRI 's 2002 Sustainability Reporting Guidelines 
anel managed GRI 's HIV/AIDS reporting frameworkdevelopment 
process based in SouthAfrica, Alysongot her start in the fieldas a 
corrrncncatons officer attheWorld Business Council for Sustainable 
Development (WBCSD) in Geneva.Shehas beenextensively published 
in international journals on topics relating to accountability, reporting, 
transparency and stakeholder engagement. Alyson holcls degrees from 
McGil l University and the University ofBritish Columbia, both in Canada, 
her home country. 
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