The IR of SLO
“Apple’s Inevitable Re-negotiation of  Social License to Operate”   
Apple Inc. attained the top most position by becoming the first company to record a market capitalization of $2 trillion on August 19, 2020. This achievement endorsed that the Apple brand is Big and Powerful, generating revenues from a multitude of innovative Information and Communication Technology (ICT) products and software services through its exclusive product ecosystem
Business is expected to transform rapidly conforming to the Net-zero emissions along with the compelling European Union laws and International frameworks in the form  of  Sustainable Finance Disclosure Regulation (SFDR) , Non-Financial  Reporting Directive (NFRD), Task Force on Climate Related Disclosure (TCFD) , International Sustainability Standards Board (ISSB), Global Reporting Initiative( GRI) and the recently developed  “ESG Book” announced in December 2021. 

 (
"ESG Book makes sustainability data available and comparable for all stakeholders. It provides framework-neutral information promoting transparency. Companies can use ESG Book at no cost to disclose, manage and keep ownership of their ESG data in real-time. The data is then available to users for free, with a charge for analysis of the data, such as temperature scores, (World Economic Forum, 2021)”
)





Reflecting on the company status quo and the recent course of sustainability integration into the corporate strategy  sustaining the Social License to Operate (SLO), it is  evident that measures implemented to date fostering environmental and societal aspects of sustainability are only tangential and inadequate . These may deteriorate the business resilience of Apple when encountering the rigour of an array of regulations and mandatory disclosure standards being introduced in 2022; in addition to the Science Based Target Initiatives (SBTi) addressing the climate crisis aimed at limiting the temperature increase to 1.50C, revised from the previous 20C by the Intergovernmental Panel on Climate change, IPCC, (PCC, 2021). Therefore, this paper is an effort to understand if Apple Inc, has identified and assessed the Drivers and Barriers to becoming a sustainability leader in positively impacting the world and to effectively defend its prominent stock market capitalization. 

Apple’s Social License to Operate is at stake
 (
It is a far reaching social and psychological contract surrounding the legality, ethical 
behaviour
 and lawful social, economic and business activities insuring human rights, human well–being, social equality, environmental conservation and bio-diversity. SLO is maintained in tandem with the initial concept of Free, Prior, Informed, Consent (FPIC) that emanate in drawing attention and to formalizing the power relationships of mining companies with stakeholders in a complex industry with multiple factors of interactions. 
)Social License to Operate (SLO) is a reflection on social values of Legitimacy, Credibility, Transparency and Trust. In his book, The Social License: How to Keep Your Organization Legitimate, John Morrison asserts that “business is much more than the bottom line. From ethical business to fair trade, to rainforest certified to freedom food, consumers demand to know about the provenance of their products and the real social and economic costs behind their production. To ignore the importance of these factors is perilous to businesses of all sizes”.




This process requires a few to many micro social contracts at different stages with vested and non-vested stakeholder groups, (Wilburn, K. & Wilburn, M., 2014) resorting to “consent-based and justice-based forms of social contract that provide an ethical framework”, (Lacey. J. & Lamont,J., 2013)          


 (
In a nutshell, SLO refers to “the ongoing acceptance and approval of an organization’s projects, economic activities and societal 
improvement 
programs by a
ny
 local
,
 regional, national or global community of stakeholders that can affect its profitability
 and outcome
”, (Moffat and Zhang, 2014). Thus, Stakeholder capitalism determines the rise and fall of an organization for profit and not for profit in the contemporary world influenced and orchestrated by “people power” navigating global societies with the use of modern Information and Communication Technology (ICT) and the real time interactive personal and social media platforms. 
)







The Mobility and Bedside access to these interactive platforms was enabled, innovated and ceremoniously launched by Apple Inc. in 2007, in the form of iPhone smart phones differentiated from the usual smart phones of Blackberry, Nokia, Sony etc. dominating the market with limited capabilities such as email, texting and phone features, but the Midas touch of a coveted “Mobile internet access”, (superapple4ever, YouTube 2010).  This newly enabled mode for global information exchange and its related impacts, either positive or negative, are inextricable to all elements of an organization’s Social legitimacy, Credibility, Transparency and particularly “Trust” regarded as an organization’s repute and vogue currency – “Reciprocal - Attention” for business success. Thus asserted by this phrase “No society - No business, Know Society- Know business”, (Neranjan, T., UWTSD Forum BMSP7001, 2020).    
 (
If an industry loses it social license, then it is forced to operate in a world full of regulations and restrictions. A good example of this is what happened to the meat packing industry back in 1906. 
Just imagine what meat and poultry processing might be like if loss of public trust hadn’t led to government inspection of slaughter plants. . . .We have to build and communicate an ethical foundation for our activity and engage in value based communication if we want to build the trust that protects our freedom to operate. (O’Keefe, 2009)
)  	






Apple had the advantage of pre-existing legitimacy and historical precedence through Mac computers and to build on its reputation and further introduce more products with ground-breaking technology - the iPod and subsequently the iPhone that revolutionized the ICT industry. Hence the comparison with other technologies; especially the mobile smart phones available in the ICT market, Apple derived “social legitimacy”, (Wilburn, K. & Wilburn, M., 2014) from consumers and businesses upon their objective evaluation of online and off line group perceptions (citation) on legitimacy and fairness in pricing products for they regard and revere the iPhone as a “Status symbol” leveraging innovation. (citation).	
Credibility has been built with successive iPhone model launches every year combined with additional technical functions, processing speed etc. This increased the consumer’s confidence level, “a social element similar to legitimacy”, (Wilburn, K. & Wilburn, M., 2014) that Apple will keep to its promises delivering reliability and advanced user capabilities enhancing daily life.
Apple continues to celebrate its annual turnover in which iPhones contribute nearly sixty percent of the revenue in North American sales, whilst total global iPhone sales, Fig.1, have steadily declined since 2015. Although this fact can be attributed to competitors’ - Samsung and Xioami’s progressive ability to measure up to any superior technical capabilities of  Apple and surpass the sales figures selling at competitive prices, still the Apple customers signaled their loyalty.   
But, Apple failed to pay “Reciprocal - Attention” to their customers and despite iPhone’s status symbol, Apple is on the trajectory of losing their consumer’s Trust, which is the primary component of all social, business and organizational values.       

 (
Unannounced software updates that slow the performance of your phone, breaching 
transparency,  
that recurrently provoked customers who were frustrated and literally stranded before experiencing the full value of the phone’s utility like its functionality and durability.  
Prohibition of phone owner’s Right to repair.
Refusal to supply parts and repair manual for self repair and by independent community repair shops.
Planned and accelerated product obsolescence.
Apple’s announcement in November 2021 in response to public demand and the responding US governments imminent regulations, (Apple’s planned provision of repair parts beginning July 2022  for only two models of 
iPhones
) were perceived as a display of arrogance that insult customer confidence.
)













 (
“Morrison summarized that “S
ocial 
L
icence
 to Operate is about the interactions of 
many factors. It cannot be self awarded or even directly managed by a company or say a gov
ernment. Nor can it be measured;
 there 
is no legitimacy index”.
)





 However, major corporations such as Unilever, Motorola, Nestlé and similar businesses consider the multitude of relations in which their business decisions may affect their SLO, (Wilburn and Wilburn 2011).  Thereby, SLO provides an effective vehicle to identify and anticipate social and environmental impacts. SLO can further demonstrate the business’ ambition to “go beyond compliance” to mitigate social and environmental harm or generating benefits and act as a Force for good,, (Bice,S. & Moffat,K.,2014). Accordingly, SLO is an exceptional concept of risk management and technical design whilst “complementary to the financial goals of the company, (Bice,S.& Moffat,K.,2014).  
Contextually, this intrigues a question on product innovations and in particular the Apple Augmented Reality (AR) Glass. “Not” all innovations and market disruptions guarantee forward looking business performance and financial results if it’s deemed detrimental to our life and the natural endowment.

 (
“Augmented reality (AR) adds to your field of vision. It superimposes digital elements, such as words or pictures of cartoon characters, into the real world around you. 
 
The American Optometric Association recognizes the most common symptoms of eye strain are headaches, blurred vision, 
dry eyes
, and in extreme cases, neck and shoulder pain. When your eyes strain, they tell the rest of your body that something is wrong. Dry eyes are caused by the fact that we subconsciously stop blinking while reading 
screens,
 and other pain responses are caused by the body signaling that something is wrong. When you use a computer all day for work, these symptoms will arise after using a screen for prolonged periods of time.”
)`		











Hence, the diminishing returns of technological superiority, innovation and Trust. It therefore, concludes that SLO plays a dual role of Drivers and Barriers for its impacts are dynamic. It regulates the approval and disapproval of a business or organization and their leadership internally and externally.  

 The Dissonance of Stock Market Capitalization to Sustainability & ESG  
Market capitalization (or market value) is the most commonly used method of measuring the size of a publicly traded company and is calculated by multiplying the current stock price by the number of shares outstanding. Apple’s market cap as of January 14, 2022 is $2.8 Trillion,(MacroTrends, 2021). Essentially the collective price of all of a company's outstanding shares, market capitalization tells us about the value that investors put on a company's stock. As of December 2020, Apple had about 17 billion shares outstanding , (Lewis, R., Business Insider 2020).  
“A stock (also known as equity) is a security that represents the ownership of a fraction of a corporation. This entitles the owner of the stock to a proportion of the corporation's assets and profits equal to how much stock they own. Units of stock are called "shares." (Hayes, A., 2021). 

Does the corporation derive any direct or monetary benefit by this spiraling increase, year on year, in Apple’s stock market capitalization?, The direct answer is NO!, however, there are several indirect benefits to the company, management and  employees.



Management perspective: 
 (
“A high market capitalization makes it easier to obtain loans, and good credit terms.
Share-based acquisitions of other companies can be accomplished with fewer treasury shares issued.
Secondary share offerings to raise capital can be accomplished with lower dilution of the existing shareholders.
Growth in the share price over time reflects favorably on upper management.
The value of executives’ stock-based compensation often rises faster than increases in the share price.
Shareholders who have seen their investment grow are more likely to re-elect board members and go along with management proposals at proxy time.
Companies with increasing market capitalization that offer stock options attract talented employees and experts who desire to work or consult for a stable corporation.
Stock options can help motivate more dedication from employees.
Stock o
ptions can be a cost-effective employee benefit plan, in lieu of additional cash compensation”.
)










Employee perspective:
 (
“The spectacular success of Silicon Valley companies and the resulting economic riches of employees who held stock options as additional compensation or a substitute for higher salary have made Stock Option Plans a powerful motivational tool for employees to work for the company’s long-term success, (
Harroch
,R
. 2016).”
)






Apple employees are granted restricted stock options (ESG report, 2021). Thus, imply that employees are motivated and aligned exclusively with the corporate business objectives and manifest the organizational culture in this disruptively innovative business model of Apple. Correspondingly, “Good sustainability performers are likely to produce high quality  sustainability reports to signal good behaviour to the market and communicate relevant financial and nonfinancial information to all stakeholders, which will help mitigate managerial opportunistic behavior and unethical earnings management”, (Al-Shaer H.,2020).
The business culture of Apple was quite apparent in the CDP, Environmental and ESG reports [First and only ESG report 2021] the Sustainability initiatives reported in the Environmental reports published for the last few years. They were only Scope 1 & 2 emission mitigation projects and transitions.. Scope 3 emissions per the GHG Protocol and reporting guidelines have been neglected taking advantage of voluntary nature, self -defined parameters and flexibility for reporting. Yet, managed to strike an “A-“ rating from CDP for merely registering with the science based targets initiatives (SBTi) absent of corresponding science based metrics and targets. Notwithstanding their circumstances, this is a common challenge for a majority of “corporate leaders struggling with short term obstacles that impede future impact”, (Deloitte 2022 CxO Sustainability report) who also grapple with the business mandate to accommodate “shareholder primacy”. Nonetheless, Apple has announced its ambitious goals committing to 100 % “carbon neutral” [Net zero carbon dioxide (CO2) emissions] in its supply chain and products by 2030.



ESG reporting  &  Rating criteria - Triple bottom line Vs. Bottom line 
ESG rating companies like MSCI, Sustainalytics etc., publish decision-useful information for a variety of audiences in the Finance and investment industry. ESG rating has become a game by the rating is only focused on profitability. For example, “consideration of greenhouse gas emissions is a significant factor for regulated utilities, but not a factor at all in the score of McDonald’s. Utilities will be seriously exposed to higher costs if stricter emissions regulations come into effect. McDonald’s, JPMorgan, and Dollar General won’t”,(Simpson, C., Rathii,A. and Kishan,S., 2021).   

“MSCI, the largest ESG rating company, doesn’t even attempt to measure the impact of a corporation on the world. It’s all about whether environment and society might negatively impact the bottom line, (Simpson, C., Rathii,A. and Kishan,S., 2021). 
In contrast to SLO, engrossed activities of the corporate leadership toward  constant progress at the publicly listed company’s profit motivated Market capitalization stands as a barrier to the  concept and implementation of Sustainability through Value chain, perhaps  embedding sustainability in  corporate strategy as noted in the following revelations, abstracts of sustainability practitioner’s at the UWTSD BMSP7003D Forum 2022 .






 (
    
  
“When we discuss what should be scoped in and out of the GRI reporting framework with our assurance auditors/consultants, it feels like a process of ‘playing the system. 
Whereby enough is included in the report to meet bank / investor expectations”.
“Sustainability consultants (
im
 talking about the 
PwCs
, EY’s etc) are more like tax accountants advising companies what is permissible against evolving frameworks to mitigate reputational damage”, [Auditors and Consultants are appointed by the Board of directors].
“
these
 sustainability consultants/auditors undermine the concept of continual improvement by facilitating vague reports and allowing companies to downplaying material risks and overstate adaption measures. This subsequently dilutes the perceived risk profile of 
organisations
 (from an external stakeholders perspective) against material topics such as climate change, energy transition etc.”
“
suggested
 that sustainability was a load of waffle because CSR and ethics have been around for ages and that we all need to be focusing on the climate crisis over anything 
else
”.
“We are also investor-driven, capital-driven rather we are purpose driven which caps a willingness to ‘commit’ too much. 
Though we are going for B Corp this year.
 
A competitive advantage move rather than one that stems from truly wanting to assess our impacts etc.”
)	











 (
“
In today’s globally interconnected world, a company must create value for and be valued by its full range of stakeholders in order to deliver long-term value for its shareholders. 
It is through effective stakeholder capitalism that capital is ef
fi
ciently allocated, companies achieve durable pro
fi
tability, and value is created and sustained over the long-term. Make no mistake, the fair pursuit of pro
fi
t is still what animates markets; and long-term pro
fi
tability is the measure by which markets will ultimately determine your company’s success”.
Larry Fink, 
Chairman and Chief Executive Officer, Blackrock.
)However, ESG rating companies and CEO’s of companies where institutional investors had invested trillions of dollars [similar to Apple’s 17 billion shares owned by retail, private and pension fund investors in multiple industries] have come under intense scrutiny. 



	.
In this backdrop, corporate managers must enhance and emphasize the importance of corporate ethics and sustainability in their organizations and learn how to enhance the credibility of Non –financial disclosures presented to all interested audiences, public inclusive, in addition to regulatory compliances. “These initiatives will help reduce the prevalence of earnings manipulation and improve the quality of financial reporting to fostering sustainability and ESG performance”,(Al-Shaer,H. 2020).

