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Corporate Community Investment:
A Strategic Approach

Luisa Bosetti

Abstract

Companies have a broad responsibility towards laditt stakeholders, including
society at large. In particular, companies are estpd to play a significant role in
the socio-economic development of the communitiesanthey operate. Many firms
support the activity of non-profit and public orgsations providing them with
financial resources, in-kind donations and staffidi What in the past was simply
considered as a philanthropic practice, today snpled, managed and monitored as
a significant investment able to produce long-té@nefits for both the community
and the company. In this regard, corporate comnyumilvestment requires a
strategic approach to improve the relationship betw company and society,
enhance people’s well-being and create new busiogssrtunities.
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1. CSR and Stakeholder Relations

The ever-growing debate on corporate social respiihs (CSR) (Carroll, 1991;
Clarkson, 1991; Wood, 1991; Carroll, 1999; Salvi@@03; Valor, 2005; Mulyadi
& Anwar, 2012; Gregory et al., 2014; Mosca & Cive®D17) has made it an
“umbrella concept” (Freeman et al., 2010), encomsipgsmany different ideas and
techniques. What links them each other is a comfoons on the relationships
between a company and its stakeholders.

In one of its well-known definitions of CSR, the lBpean Commission (2011)
describes it as “the responsibility of enterprides their impacts on society”.
Evidently, a company has a broad responsibilityictvlgoes beyond compliance
with legal obligations (Lux et al., 2011) and regsi the voluntary integration of
social, environmental and ethical issues, humahmtsignd consumer concerns into
business strategies and activities (Carroll, 19kderick et al., 1992; World
Business Council for Sustainable Development, 1898ndoni, 2003; Brondoni &
Bosetti, 2018).

In the Sixties, some scholars identified the cozatf profit as the sole corporate
responsibility (Friedman, 1962), thus recognisihg priority of the shareholders’
economic interests over the other expectations exgivg into a company. Since
then, the meaning of corporate responsibility hgsifscantly changed, embracing
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the principles stated in the stakeholder theorgéRran, 1984; Donaldson & Preston,
1995; Clarkson, 1998; Friedman & Miles, 2002; Fraamd& Dmytriyev, 2017) that
this article supports.

Adopting a stakeholder perspective, the basic @éaSR is that companies have
responsibilities towards not only their sharehddéwut also all other stakeholders,
such as financial lenders, employees, supplierstomers and consumers, trade
associations, governments, nonprofit organisatemd communities (Thompson,
2005). Therefore, socially responsible companiearod themselves to promote a
constructive dialogue with their different stakeders as a condition for positive
engagement and cooperation (Salvioni & Bosetti,420Guibert & Roloff, 2017,
Samant & Sangle, 2016). Indeed, companies thatrstahel and meet stakeholders’
legitimate expectations minimise the risk of negatimpacts from corporate
activities and enhance their own potential for lbegn success.

The relationship between a company and each catejastakeholders tends to
involve diverse aspects: economic interests apéetly combined with social and
ecological concerns. For this reason, the modefmitlen of CSR is closely
entwined with the concept of sustainability, whiefiers to a model of development
integrating economic growth, social equity and ftdrase of natural resources to
safeguard the rights of future generations (Wortan@ission on Environment and
Development, 1987).

According to this, the concept of corporate resgmlity in the contemporary
context goes further the remuneration that shadensl obtain from profit
maximisation; on the contrary, it includes largecial expectations (Wood, 1991)
that a company has to meet as a prerequisite laegpaofitability. In other terms, a
socially responsible company is expected to camtyboisiness practices (Figure 1)
and achieve results in line with the needs of iitteidnt stakeholders (Commission
of the European Communities, 2001; Salvioni et2811,6), in order to gain their trust
and have easier access to their resources.

A company’s ability to meet economic, social angiemmental expectations no
doubt improves the quality of its internal and exé& relationships, thus reducing
the reputational risk (Larkin, 2003) for the compatself. Investors and stock
exchanges also appreciate a sustainable goverr{@abaoni & Gennari, 2017);
indeed, their demand for stakeholder engagemeatipea and sustainable processes
and products in listed firms is continuously rising

1 Regarding this aspect, a paper of the Sustaindtwek Exchanges
(SSE) Initiativé reads as follows: «Market innovations related to
sustainable development continue to attract intefesm portfolio
investors, and the positive track record of susthility-themed
products is reinforcing the views of a growing nemlof asset
managers that sustainability issues are material lemg-term
investment performance». (Sustainable Stock Exdsamgtiative,
2018)
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Figure 1: CSR-Oriented Companies and Stakeholders’ Interests

Shareholders and other providers |
of financial capital

« Payment of an equitable reward
« Preservation of the value of the investment

Employees

« Fair and non-discriminatory treatment
* Reasonable compensation
» Decent, healthy and safe workplace
* Support to personal and professional growth
What do
CSR-oriented companies ——® | Suppliers ;
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» Design of eco-friendly processes and productsrtiimitnise energy consumption,
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» Advocacy of societal and environmental issues iteghthem to the policy makers’
attention

« Launch of (or engagement in) social and environalg@rbgrammes, also
contributing by cash, in-kind donations and empéplys/olvement

The larger diffusion of socially responsible belmavihas progressively refocused
the corporate communication on non-financial aspé8alvioni & Bosetti, 2014b;
Aureli et al., 2017; Cantino & Cortese, 2017; Auetlal., 2018; Bosetti, 2018; Cini
& Ricci, 2018). Nowadays, many companies dissemiaabroad and multifaceted
set of performance indicators to supplement thearicial information; specifically,
they often implement the triple bottom line apptogElkington, 1997; Bocken et
al., 2014) to represent and try to measure theesautcomes and environmental
impacts of their activities.

Based on these premises, this article focuseseoretiitionship between a company
and society at large. Such relationship often imeslforms of active cooperation and
financial support that the company provides to doenmunity in the light of
commonly accepted ethical principles. The artislmainly qualitative and it stresses
the opportunity of managing this particular relaship through a strategic approach,
rather than as a purely philanthropic activity. Blexactly, the paper is structured as
follows.

Sec. 2 introduces the different meanings of cotegphilanthropy, identifying the
positive and negative aspects of such practice.

Sec. 3 emphasises the importance of a strategroagipto corporate philanthropy,
which should consequently be considered as a fofncogporate community
investment. Sec. 4 presents an empirical reseatubh was carried out through the
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case study approach (Yin, 2003): this method id## one to analyse practices that
are still implemented and discussed by only few ganes, with consequent
difficulty in building a larger sample. In partiew| the article considers the
successful case of Iberdrola, a global listed fimat has been investing in social
community activities for many years. Moreover, toepany can be thought of as a
point of reference about the reporting on corpocateamunity investment, which it
started long ago to divulge.

Finally, Sec. 5 reflects on the emerging issues.

2. Different Meanings of Corporate Philanthropy

One of the mechanisms through which companies magrt etheir social
responsibility towards society consists in the wtdmy donation of resources to
charities, other nonprofits and governmental orggtions (e.g. hospitals, schools
and environmental, art and cultural associaticams)yell as to people in need.

Companies can support the local, national andnatemal community in many
ways. Alongside cash and in-kind contributions,ytlvan provide expertise and
know-how for societal initiatives and projects woof attention; moreover, they can
stimulate their employees to volunteer for suclvarss.

The economics literature has largely discussed rédasons for practicing
philanthropic giving, a catch-all term for corpaationations. Some studies
emphasise the moral profile of philanthropic givimdnich is linked to the company
culture, while others focus on the managerial gonsued by donating. However,
moral and managerial reasons can be intertwined.

Sometimes, philanthropic giving moves from the ngams’ conviction that being
generous to the community is the morally right ¢hio do, also in response to an
implicit request of stakeholders to engage in pitieopy on their behalf (Bénabou
& Tirole, 2010). Indeed, managers believe thatdbmpany’s investors, employees
and customers are willing to bear a monetary seeifin terms of lower profits, lower
wages and higher prices respectively) to suppersttial causes selected by the firm,
particularly if they have not donated any moneyrar own yet.

In this sense, donations of money, goods and ssare an instrument to enhance
the quality of people’s life and, for the compafty,repay the community for its
support to the business. In the same way, compdedalsit right to offer their
experience to nonprofits in order to train theirmagers; then, these will carry out
their own activities in a more competent and eéfitiway (Porter & Kramer, 2002;
Benioff & Adler, 2007), ensuring the organisatiodigrability.

Evidently, a company that publicly shows its commaht to social issues
strengthens its legitimation to work and can achiatlvantages: among others, the
business can benefit from improved relationships Wie community and stronger
consent to operations, all circumstances that ghgeway for a more valuable
cooperation with society in the long term. Positiwgacts of a better corporate
reputation can also involve the relationship wibkafic stakeholders who appreciate
companies that provide contributions to a good eaWsth reference to this so called
“advertising mechanism” (Bereskin et al., 2016Jfisa it to recall that:
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— employees prefer working for companies engagedeatimg a better society
(lannou, 2003); particularly, millennials are matracted to employers that
support charities and offer volunteer opportuni{ishieve, 2014);

— according to portfolio managers who promote sogiaetlsponsible investing,
investors believe that there is a correspondenteeea philanthropic giving
and fair treatment of employees (Koehn & Ueng, 2010

— consumers are better inclined to purchase branals ate associated with
positive societal initiatives (Pfau et al., 2008)en when their price is higher;

— companies engaged in philanthropy are more pratdcten activists’ attacks
(Godfrey, 2005).

Going along with this perspective, we can argué phdanthropic giving is also a
way to develop new business opportunities and safelgthe company’s longevity.
This is especially apparent in targeted philantiifgfoehn & Ueng, 2010), when the
activity carried out by the beneficiary has an e8aérole in the advancement of the
donor’s operations, so that a win-win situation take place (Epstein, 2005). For
instance, a software house that provides finarsuglport to engineering schools
today may enjoy the benefits of employing betteneated and trained workforce in
future. Likewise, a pharma company may donate regsuo a research institute in
the hope that a scientific discovery may be transfkinto the production of a new
medicine. In such cases, philanthropic giving tetadbe a “research networking
mechanism” (Bereskin et al., 2016). Moreover, & tonnection is created within the
scientific research sector, this mechanism protdescompany from the risk of
unsuccessful projects and related financial losaésch remain with the funded
organisation (Mata & Woerter, 2013).

Even leaving aside the well-known tax benefits tgdrto donors, all the above-
mentioned facts suggest that corporate giving nmagompass a partially self-
interested approach. However, this is quite actéptid we consider the necessity
for companies to improve the general quality ofirthmisiness environment and
relationships. In this regard, Porter and Kram@0g) argue that philanthropy is the
most cost-efficient way through which companies éarerage the efforts and
infrastructure of nonprofit organisations and otinetitutions. The authors also state
that philanthropy provides competitive advantadiews the alignment of a firm’s
social and economic goals and therefore presemitegic value.

This view clearly assumes a fair use of corporatemg by companies, in order to
increase the comprehensive effectiveness of thdiora and to deliver mutual
advantages for the companies themselves and thiéietahe other nonprofits and
the community at large that directly or indirectbceive the donations. Otherwise
stated, the goal of corporate giving should newaisist in a mere window-dressing
to divert public attention from suspect financigsults, corporate frauds and
irresponsible behaviour, which is indeed the majdicism raised about corporate
philanthropy (Koehn & Ueng, 2019)
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3. From Philanthropic Giving to Corporate Community Investment: When
Strategy Matters

Recognising the strategic value of philanthropiwirgg entails serious and
systematic decision-making processes at the bdaddextors level, possibly with
the involvement of a devoted committee composedC8R experts and non-
executive, independent directors (Gennari & Salyid19).

Several aspects, both economic and societal, eetjugrboard’s attention in order
to take the most effective decisions of corporawng. For this reason, a CSR or
sustainability committee may positively contribtitethe identification of possible
beneficiaries of corporate giving, according togeeeral guidelines provided by the
board. In other terms, the whole board shouldatetihe process by clarifying the
general tone of corporate philanthropy, in linehwitls ethical values and moral
priorities. These can include, for example, thepees of human rights, the
environmental protection, the education of youtld dhe support to scientific
progress, all fundamental principles for the enkamnt of well-being and the
advancement of society.

Even if the CSR committee prepares a preliminatyol the potential grantees, the
final selection remains a board’s responsibilityparticular, the board should decide
taking into account the sector and the characiesist the beneficiary organisations
and end-recipients, the different types and amofidbnations, the chance to collect
additional resources from other sources than tha ftself (e.g. employees,
customers and suppliers), the expected outcomesrgatts on society, as well as
the possible advantages for business.

In this respect, philanthropic giving can be coeséd as an investment, based on
a company’s moral priorities, which aims to impreeaeiety’s life conditions in the
long term and can also produce a return for thepamy itself.

Said differently, the company invests resourcgeeéncommunity’s interest and, in
doing so, it develops a network of external andriml relationships it may benefit
from. Benefits for business not only refer to thehanced reputation that could
positively affect the sales and attract new inuassémd employees, but also relate to
a stronger ethical culture shared at different oigsional levels within the
company.

As shown in Figure 2, the strategic approach tpa@@te community investment
moves from the board’s ethical values and requires:

a) careful selection of both the beneficiaries and ¢batributions that will be

distributed (inputs), according to the board’s &thi

b) explicit identification of short-term outputs amhf-term outcomes and impacts

on the recipients and society, on the one hand{tedompany, on the other;

C) objective measurement of inputs, outputs, outcoara$ impacts, unbiased

assessment of the corporate performance and tr@m$paporting to all the
company’s stakeholders.
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Figure 2: Strategic Approach to Corporate Community Investmen

Board's ethical values and moral orientation
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= for the company itself

3.1 Recipients and Inputs

As stated above, it is not rare that a firm dectdedonate resources to civil society
and public organisations with intent to create gngaiship or in the light of other
possible future advantages. This can affect treceh of the specifibeneficiaries
or at least theectorthat will receive the donations.

1 The Chief Executives for Corporate Purpose (CEE&RYition, in
association with The Conference Bo3jhds recently analysed
corporate giving and employee engagement in maa 800 of the
world’s largest corporations. The study revealedttsuch companies
had globally donated 24.7 million dollars in 201@n amount
corresponding to 0.13% of revenues and showingqarease of 15%
from 2015 (CECP, 2018). In patrticular, the studghiighted some
connections existing between donors and recipients.

Unsurprisingly, 40% of companies reported that thag identified
priority focus areas to which donate strategicaltypreover, they had
reduced the number of beneficiary organisationsrider to expand
the amount distributed to each of them.

Some cases are impressive. For example, energy arvesp
allocated 32% of their corporate giving to primargecondary and
higher education through the support of STEM (smenechnology,
engineering and mathematics) programmes in the aamties they
served and where they had an interest in forming &mining
professionals to hire in future. Similarly, educatireceived 52% of
the contributions provided by the technology indust

The health care industry was mostly committed sdthend social
services (64%), while the financial sector was prithy engaged with
initiatives of community and economic developm@8¢4d), which
could in turn stimulate the future growth of finalgnstitutions.
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However, the areas to which a company contributes also be
influenced by incidental factors. For instance, dbons to disaster
relief initiatives tripled from 2015 to 2017 to behe people damaged
from several natural catastrophes.

As concerns thénputs the community investment concept encompassesaeve

types of donations (Corporate Citizenship, 2014 201B):

— Distribution of financial and material resourcesc¢luding cash and in-kind
contributions, and free use of company assets peggises, equipment and
furniture, as well as advertising space within gpoocate website);

— Provision of pro-bono professional services (e.gcoanting and legal
consultancy), training and mentoring by the firmianagers and employees,
who are engaged with the societal causes the congaaias about;

— Time contribution or volunteering, which consisighe cost to the company of
the paid working hours during which the employeagigipate in volunteering
programmes in favour of nonprofits and the commuinitgeneral.

') The CECP survey shows that, in 2017, 82% of toogborate
giving was distributed in cash, while the remainik&)6 consisted in
non-cash donations (CECP, 2018). However, thederlgtrevailed
(51%) among communications companies, which provige public
service announcements and ads.

It is also noteworthy that direct cash contributso(¥8%) largely
exceeded foundation cash (34%), i.e. distributibmoney through a
foundation acting as an intermediary between thegany and the
beneficiaries. The preference for direct cash ptupaerives from the
possibility to better align the goals of philantpro giving with the
company’s business strategies.

The active involvement of the personnel is a keynent of corporate community
investment strategies. This is proved by the pdggidor employees of many
companies to select the initiatives for which tdunbeer among several options
identified by the board of directors or the CSRatépent. Sometimes, the company
also allows its employees to propose potential fi@ades, in order to strengthen
anyone’s motivation towards valuable social andrenwnental issues.

1 According to the CECP study on corporate givingl @amployee
engagement, in 2017 most of the companies anal{@¥%) had
adopted formal volunteer programmes for the persbim order to
motivate them to participate in societal initiatevand cooperate with
nonprofits (CECP, 2018). In the same year, 30%efamployees had
joined volunteer programmes for at least one hducampany time.
In other words, volunteering is a mechanism by Wwhtompanies
allow their employees to serve in the nonprofipoblic sector during
paid working hours.
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Similarly, the company can promote fundraising éséa collect money from the
personnel and other supporters, such as consumeérsswgpopliers; this aims to
increase the awareness about a specific problem fiaadcing nonprofit or
governmental organisations that deal with it. Thard may even adopt a leverage
mechanism by which the company will add furtheoteses to match or double the
amount collected through the fundraising events.

'] The CECP investigation shows that, in 2017, 92%oofpanies
had one or more matching-gift programmes. 55% e$¢hfirms were
prepared to match donations to any recipient, wheré5% limited
this practice to selected priority focus areas (sas education) or to
a list of organisations they considered stratedicatlevant (CECP,
2018). Almost all the companies offered a 1:1 matarder to double
the sums made available by employees and otherslono

3.2 Community and Business Outputs

Corporate community investment can give rise tedioutputs for both society
and the company, which can be measured and moai{@erporate Citizenship,
2014).

The community outputsary according to the nature of the activitiesafined by
the firm in the nonprofit or public sector; howeyvirey typically include the number
of people directly reached or supported througpei§ic project. For example: an
IT company that has donated computers to schoasldghquantify how many
students have been using it; a pharma corpordtairhias paid for a health campaign
in a poor region should count how many people maeeived professional medical
assistance or have been vaccinated; a firm thatugsorted an art exhibition should
determine how many people have visited it. Anotheasure of community outputs
consists in the number of organisations suppordgin corporate resources are
generally given to a sector rather than to indiglderganisations.

In addition to the outputs for society, corporatenmunity investment can also
produce someéusiness outputsBusiness outputs relate to the engagement with
different stakeholders who can influence the corgjsadecisions or be influenced
by them (Freeman, 1984; Freeman & Dmytriyev, 20T most common business
outputs include the number of employees activelyolved in societal causes
sponsored by the company, as well as the numbarstdbmers, suppliers, investors
and other stakeholders (e.g. employer associatibmsle unions, consultants,
academics and journalists) who have become awartheofcompany’s social
commitment.

In a broad sense, the provision of further resa@uhcem employees, customers and
suppliers (“leverage”) also produces business duerms of personal engagement
stimulated by the company. In this regard, theess output includes the number
of employees who have spent their free time padiong in initiatives supported by
the company, as well as the number of hours destic#dditional cash donations
from employees and other stakeholders can alsdasifted as an output induced
by the firm.
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What really matters with reference to any kind ofputs is that the quantitative
data through which they are expressed can be e@ritherefore, such data have
higher credibility than merely descriptive infornuet.

3.3 Outcomes and Impacts

Outcomes and impacts of corporate community investneonsist in the broad
results and consequences of the societal actispesisored and financed by the
company. Outcomes and impacts usually occur iraihg term as an improvement
in knowledge, skills, attitude and personal cowdisi achieved by the recipients of
corporate giving and all those engaged with a pthl@pic programme. Similar to
outputs, different outcomes and impacts affectcttmamunity and the firm.

Community outcomeand impactsvary according to the focus area in which the
initiatives are carried out. For example:

— A reduction of early school-leaving rate in a regio the long term can be an
outcome of the constant financial support thatramany has granted to schools
for many years; the increased availability of gtdd students with highly
specialised competencies can be an impact of the sponsored project;

— A health campaign can result in the eradicationradofisease by means of
vaccinations and in a generally improved well-beshgeople, who have learnt
how to modify their behaviour in order to prevdimdsses.

From abusinessperspective, the engagement of managers and eegson
corporate community investment can enhance theb-rgtated skills (e.g.
communication, teamwork and leadership skills)f-sehfidence and personal
satisfaction, and strengthen their sense of behgngind identification with the
company.

Moreover, the firm can benefit from higher brandagnition and it can reinforce
stakeholders’ trust thanks to its positive relatiups with the nonprofit and public
sectors. This can also have a positive impact enctitporate reputation and the
consequent ability to attract motivated and talém@ployees.

Evidently, outcomes and impacts are more diffitolbe identified and measured
than outputs. In particular, in order to estimadenmunity outcomes and impacts,
the company needs to collaborate with the beneficdaganisations, which have
operated closer to the end-recipients and haveiracha better knowledge of the
effects produced by the societal initiatives.

Furthermore, some types of business outcomes apdcis are connected to
qualitative aspects, such as motivation and cotpocimate, which cannot be
represented in figures in a proper and objective wa

The described difficulties have probably determiadomited use of outcome and
impact indicators in internal and external repatitHowever, a more in-depth
understanding of both community and business outscnd impacts is essential to
ensure the most effective allocation of the comjmafuture contributions.

1 The CECP report on corporate giving and employsgagement
states that, in 2017, 60 of the companies analysedsured social
outcomes and impacts for the community; such corapaalso
increased their total giving by 12% between 2018 3017. Only 15
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companies also measured the business outcomesngpatts (or
“business value”, as defined in the CECP repom)those companies,
the better understanding provided by such indicastimulated a 18%
expansion of corporate donations (CECP, 2018).

4. Case Study: Iberdrola’s Corporate Community Investment

This section aims to illustrate how corporate comityuinvestment is planned,
managed and measured in a large company that stendneet the increasing
demand for economic, social and environmental swtdity and responsibility
towards all stakeholders.

Using the case study method (Yin, 2003), this neteéocuses on Iberdrola, a
Spanish firm listed on Madrid Stock Exchange. Télecion of this company is due
to its commitment to social community activitiess proved by the extensive
information it has disseminated on such topic guears. It is also remarkable that
Iberdrola is a member of the London Benchmarkingupr(LBG) Network and a
founder member of LBG Espaifia, i.e. two businessnalés for the development and
application of best practices in corporate comnyumvestment and social value
creation.

In particular, several years ago Iberdrola stattedeport about its community
investment according to the LBG model, which regsiithe identification of
corporate giving beneficiaries, inputs, outputs aimapacts. Therefore, the
information provided in this section of the paper mainly based on the
“Contributions to society (LBG)” chapter containgd Iberdrola’s “Statement of
Non-Financial Information — Sustainability Repoftir the financial year 2018.
Further information came from Iberdrola’s corporgt@vernance documents and
web-based integrated reporting (Bosetti, 2018)lyaed in March 2019.

Today, Iberdrola is one of the largest energy corigzin the world, employing
about 35,000 workers and serving a population 6f m@lion people in Spain, the
UK, other Eurozone countries, the US, Mexico andzBr For years, Iberdrola has
been committed to transforming its business modaiake it more sustainable,
healthier, safer and more accessible, in ordent@wece the well-being of people and
to preserve the planet. To this aim, the compafgrotompetitive energy products
with the lowest possible environmental impact tswge a reliable and quality supply.

In the following, the Iberdrola case study is stawed according to the conceptual
model presented in Section 3.

4.1 Governance Mechanisms and Board’s Orientation

Iberdrola’s board of directors has adopted detaBedtainable development
policies. Compliance with such policies is systaoadity supervised by the
sustainable development committee, establishetéipadard and composed of three
non-executive members, the majority of whom arejpehdent.

Iberdrola considers community investment as amgisé@art of its sustainability-
oriented strategies. Therefore, the company systeatig monitors both inputs and
outputs and it disseminates significant informafimnstakeholders.
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4.2 Recipients and Inputs

In 2018, the company has invested about 53.4 miéiaros (0.15% of consolidated
net revenue) in different types of contributionstiie community at national and
international level (Table 1).

Table 1: Iberdrola’s Community Investment in 2018

Total contribution to the community in 2018: 53,462,269 euros

By category (Euros) | By type of contribution (Euros)
Charitable gift 3,481,748 Cash contributions 49,946,p
Community investment* 36,268,099 Staff time 115,648
Commercial initiatives in the community 10,328,5B34n-kind contributions 16,532
Management costs 3,373,888 Management costs 38878,8

* Community investment includes: socio-economic deement; energy sustainability; art and culture;
education and training; cooperation and commurgtyise.

Source:based on IberdrolaStatement of Non-Financial Information — SustaitigbReport 2018p. 201.

Spain and the UK were the principal recipientsesiources (28% each), followed
by the US (8%) and Mexico (1%).

As lberdrola adheres to the UN 2030 Agenda, thal &hount of resources was
also divided among the activities linked to eaclst&nable Development Goal
(SDG) pursued by the firm. With respect to this¥#6f the total value of inputs was
devoted to the SDG 11 (Sustainable cities and camitras), 15% to SDG 4 (Quality
education), and 12% to SDG 3 (Good health and besltg).

Cash donations to nonprofit organisations, foumaeti but also universities and
various government administrations prevailed sigaiftly (93%) over the other
types of contributions, such as in-kind donationg staff time. A certain amount of
resources (representing 6.3% of total corporatengjvwere required by the
management processes of corporate community ineestm relation to running
costs, overheads and salaries of the personnelsssdr with searching possible
beneficiaries of donations.

4.3 Community and Business Outputs

Iberdrola’s community investment reached a largalmer of beneficiaries around
the world (community outputs), thanks also to tlativa participation of its
employees in many societal causes (business ojtgtusthermore, Iberdrola’s
activities raised the interest of external co-ofmes such as AIESEC volunteers
(“leverage”).

Employee engagement is mainly based on an exte@vgorate Volunteering
Programme that Iberdrola originally launched in @0@nd then updated in
accordance to the 2030 Agenda, in order to aligriPlogramme with the company’s
values and sustainability policies. In 2018, mdrant 3,500 employees took part in
the projected activities, the main outputs of whialn be summarised as follows:

a) Through the global INVOLVE (International Voluntééacation for Education)

programme, youth at risk of exclusion in Brazil aviexico received training in
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new technologies during a two-week event manage@4yolunteers from
Iberdrola;

b) 1,800 people participated in more than 60 simutiaseinitiatives of the
International Volunteer Days, organised to increbseawareness about climate
changes, inclusion of vulnerable people and ditgrsi

c) In several African countries, Iberdrola’s volunteetooperated with the
“Electricity for All” programme in order to improvelectric power supply and
access to water at refugee camps;

d) The “Iberdrola for Refugees” programme supporteadncational activity in
which 104 refugees learnt how to use digital tools;

e) The “Light... and Action” project provide energy efiéncy training and
contributed to enhance the employability of disadaged youth;

f) Many global programmes were carried out at 77 dchentres in different
countries to discuss environmental and climatesissuith about 6,500 children,
also in cooperation with 29 AIESEC volunteers;

g) Iberdrola’s volunteers took part in internationabd collection campaigns,
gathering 6.5 tons of basic foodstuffs and childre@moducts;

h) The company supported several childhood care estitacluding more than 10
Brazilian institutions in cooperation with the RE€dbss.

Furthermore, Iberdrola often invests in communitgivéties through the five
foundations it has established in Spain and abrblael foundations provide support
to many nonprofit and governmental organisatiortsclvreceived about 9.3 million
euros in 2018. In line with Iberdrola’s sustaindpifoals, the foundations financed
initiatives in the following areas:

a) Training and research (1.3 million euros): the fdations paid for 123
scholarships and research grants and cooperatdd 3&ituniversities and
research centres to support the training of theréugeneration of professionals
engaged with innovative sustainable energy models;

b) Biodiversity (1 million euros): the foundations &sted in 23 projects and
collaborations focused on the restoration of pretdabitats and species in
danger;

c) Cooperation and solidarity (3.5 million dollard)etfoundations activated 139
collaborations to improve the quality of life oflaerable groups like childhood,
youth, women, persons with disability and sick, stthenefitting more than
380,000 people;

d) Art and culture (2.2 million dollars): the foundats supported 29 projects and
cooperated with 186 museums, also participatimgagrammes for lighting and
restoration;

e) Institutional collaborations (1.3 million euroshet foundations engaged in 50
specific collaborations with cultural, social, stiic and cooperation institutes.

4.4 Outcomes and Impacts

In addition to the valuable outputs for societyt tiierdrola’s strategy of corporate
community investment has clearly produced, as destrabove, it also seems
capable of generating positive outcomes. HoweWer,outcomes are still in a too
early stage to be estimated.
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Moreover, there are benefits for Iberdrola itselhich the company has openly
associated with its commitment to society. Suchebenregard:

— Building and strengthening relationships of trusithwcommunities and
stakeholders;

— Improving brand recognition and corporate reputgtio

— Boosting employee satisfaction and sense of behgngi

— Attracting talented employees;

— Contributing to the enhancement of technical knogée experience and skills
for human development;

— Doing a part in global challenges, such as theexelment of the UN 2030
Agenda.

5. Emerging Issues

This study moved from the traditional concept ofpowate philanthropy to the
more advanced concept of corporate community invexst. This latter emphasises
the strategic value of corporate giving, which ddobe managed according to
specific guidelines approved by the company’s badrdirectors with the purpose
of constantly improving the relationship with cigibciety.

To be effective for the community, as well as foe tfirm itself, corporate
community investment should become a part of thempamy's sustainability
strategies. In this sense, it requires a propegctieh of the beneficiaries, also
considering the possibility to build a partnershigh them; moreover, it presupposes
dedicated resources (both cash and non-cash)séhefuvhich should adequately be
planned, monitored and disclosed.

The Iberdrola case stresses that successful cormynumviestment can help a
company achieve its long-term goals of good citsh#mand positive interaction with
all the stakeholders, including the employees wieceacouraged to volunteer in the
light of shared ethical principles. Indeed, invegtin societal causes allows a firm to
take part in the global efforts for human developtseocial inclusion of vulnerable
people, spread of knowledge and professional skileng youth, and environmental
protection.

However, a company’s commitment to the communityusth also be documented
in its internal and external reports. This is neaegto understand the efficiency and
effectiveness of social investments undertakernbycompany either on its own or
in cooperation with nonprofit and governmental oigations. In particular, the firm
should not only identify and measure the inputs$,aiso provide a detailed account
of the outputs, outcomes and impacts of the inéat The analysis of the Iberdrola
case highlighted the difficulty for companies tpag outcomes and impacts in an
objective and transparent way, given the prevaijoglitative nature and long-term
orientation of such aspects. However, efforts shdoé made to disseminate
information as complete as possible to improve a@@ reputation, raise
stakeholders’ trust and create new business oppbest

Interestingly, if corporate community investmenbpt$ a strategic approach, it
may even serve as a risk management mechanismifGandl., 2014). On the one
hand, it may help the company seize the opporasitf sustainable growth
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associated to a better integration of social amif@mmental issues into its goals. On
the other hand, it allows the firm to prevent theeats of criticism for irresponsible
behaviour.

To conclude, this study prepares the way for furtesearch and it can have broad
implications. From a theoretical perspective, theicle contributes to the
advancement of studies on CSR, stakeholder refdtipa management and non-
financial reporting. In particular, it emphasisdse tlink among sustainable
governance, value creation for society at largeereal disclosure and improvement
of corporate reputation. From a practical poinviefv, the article stimulates better
choices of corporate community investment in laoggoorations, as well as in small
and medium firms. In this regard, the Iberdrolaecatudy serves as a positive
example to be emulated on the path towards ansmeand equitable development
of civil society.
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Notes

! The SSE Initiative is a UN Partnership Programwigich aims to explore how stock exchanges, in
cooperation with companies, regulators and polidsens can stimulate the improvement of social
and environmental performance of listed firms amttomrage sustainable investment. See
http://www.sseinitiative.orgfor further details.

2 For instance, scholars stressed that some conspdisigibuted contributions after having exploited
cheap labour in developing countries. Similarlyrt@i@ donations came from companies whose
operations had previously provoked environmentatatges.

3 The CECP members believe that a company’s suckssnds on its social strategy, i.e. how it
engages with key stakeholders, including employe@simunities, investors, and customers. Today
the CECP comprises more than 200 of the worldielstrcompanies that represent 6.2 trillion dollars
in revenues, 18.4 billion dollars in societal invesnt and 13 million employees.

The Conference Board is a think tank that helpddesideal with the biggest issues facing business
and better serve society.

Further information on the CECP and The ConferdBoard can be found on the organisations’
websiteshttps://cecp.coandhttps://www.conference-board.org/us/
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