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Aligning Business and Social Interests

How do corporate culture and values
focused on business success promote
effective philanthropy?

How can use of corporate assets for
philanthropy leverage business success?

Can corporate business and philan-
thropic strategies be truly alighed?

ompanies engage in philan-
‘ thropy for a variety of reasons:

personal interest on the part of
the CEQ, a sense of responsibility to
the community in which they do busi-
ness, public relations, employee
morale. Whatever the reason, corpo-
rate philanthropy is seldom integrated
harmoniously into the fiber of a com-
pany, with the company’s values, cul-
ture, and resources leveraging both
business and philanthropic efforts. The
case of Cisco Systems, a global provider

by DAVID HOYT

of Internet networking products, how-
ever, lends insight into how business
and philanthropic objectives can be
mutually reinforcing.

Cisco’s philanthropy is not notable
for the total number of dollars spent.
Nor does it advertise, promote its phil-
anthropic efforts, or sponsor tables at
social events.' And it does not direct its
philanthropy toward promoting the per-
sonal interest of corporate executives.

What is notable is its strategic clar-
ity and focus on solving important
social problems that impact Cisco’s
current or future business. Of equal
importance is its ability to leverage
philanthropic efforts to achieve maxi-
mum lasting results.

Cisco’s Philanthropic Evolution
Philanthropy at Cisco began with

small-scale activities focused on com-
munity relations. As the company
evolved from a small startup to a major
corporation, it developed a philan-
thropy program designed to make a
significant impact by leveraging the
technical and intellectual capabilities of
its employees, together with a thought-
ful use of cash. Cisco’s philanthropic
development embodied a company
culture that remained consistent
through three generations of leader-
ship — from co-founder Sandy Lerner
to Chairman and CEO John Morgridge
to current CEO John Chambers.

The question of whether philan-
thropy is an appropriate function of cor-
porations is hotly debated in board
rooms and business schools. “The only
‘social responsibility” of business is to
increase its profits,” famously stated
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Students at Cisco’s Networking Academy. The academy serves Cisco’s philanthropic as well as its business objectives.

Nobel laureate Milton Friedman.” “The
corporation is an instrument of the
stockholders who own it. If the corpo-
ration makes a contribution, it prevents
the individual stockholder from himself
deciding how he should dispose of his
funds.”

This was never an issue at Cisco,
however, due to the values and per-
spectives of the company’s founder and
subsequent leadership. Thus, Cisco’s
philanthropy has been viewed by
employees, management, and share-
holders as “the right thing to do,” and
never been a source of conflict inside
the company.

Lerner believed that lasting success
depended on three things: profits, peo-
ple, and presence. In addition to meet-
ing shareholders’ profitability needs, she
believed that a company must meet the

needs of employees and the commu-
nity. Before Cisco could afford to give
financial support to the community it
“adopted” an elementary school in the
depressed neighborhood across the street
from its facility. Employees painted the
buildings and mentored students.

By 1992 Cisco was a profitable, fast
growing public company, and it began
providing financial support as part of its
community outreach. For the next five
years, Cisco’s philanthropic program
grew together with the company; it was,
however, unfocused — a series of inde-
pendent actions rather than a coordi-
nated strategic effort.

A turning point occurred in 1997,
when Cisco gained $64 million from an
investment in a startup company pur-
chased by a competitor. Morgridge
decided that this money would be used

to create the Cisco Foundation. It was
seen as the most effective way to make
an impact and lay the groundwork for
a long-term, focused philanthropic
effort. Two years later, Cisco liqui-
dated its position in another company,
bringing the total endowment to $137
million.

Establishing an endowed founda-
tion helped Cisco move its philan-
thropic activity from reactive to proac-
tive, and from transactional to strategic.
It also insulated the foundation’s assets
from economic downturns. Cisco now
had a well-funded organization dedi-
cated to philanthropy, with plans to
distribute approximately 10 percent of
its endowment annually to help sup-
port basic needs, education, civic
responsibility, and nonprofit technol-
ogy programs.
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Corporate Philanthropic Strategy

To be effective, the foundation needed
a well-conceived strategy. Tae Yoo, a
longtime Cisco executive, took charge
of the philanthropic efforts, and
recruited a team to help develop a phil-
anthropic strategy consistent with the
company’s business strategy.

Over the next several years, the team
created a program that integrated phil-
anthropy into the overall corporate
activities. According to the Cisco Foun-
dation annual report in 2000, “Cisco
philanthropy mirrors the strategy of
all business at Cisco Systems. Cisco is
about networking, and networking is
ultimately about bringing people
together in all aspects of life. We are
working to translate the networking
skills and resources we possess as a com-
pany into powerful possibilities for the
community.”

Cisco’s philanthropic program draws
resources from throughout the com-
pany: The foundation provides funding
for matching employee donations and for
philanthropic grants, and the Commu-
nity Investment Fund (CIF) comple-
ments the foundation’s efforts. In addi-
tion, operational departments fund
philanthropic activities that marry their
business interests and desire to invest in
their local communities. The overall
effort is coordinated by the corporate
philanthropy team.

Morgridge takes Lerner’s philoso-
phy on corporate philanthropy a step
further. “When [business and social]
objectives come into alignment,” he said,
“both benefit,” pointing to research

David Hoyt is a research associate in the Stan-
ford Graduate School of Business case writing
office. A Stanford MBA, he was formerly an
executive with public and startup companies
in the analytical instruments industry. He is a
member of the board of directors of the Stan-
ford Business School Alumni Consulting Team
(ACT), and has been a pro bono consultant on
ACT projects serving many nonprofit clients.
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showing that people are likely to do busi-
ness with a company that they see as
helping the community — even if they
can get a better financial deal elsewhere.
He also noted that corporate giving pro-
grams can be important in attracting
and retaining employees.*

While all activities in a strategic phil-
anthropy provide benefits to both the
community and the company, programs
may be managed differently depending
on the relative magnitude of social and
economic benefits’ (See above).

At Cisco, programs whose primary
benefit is social are part of the corporate
philanthropy organization, while those
with greater economic benefits to the
company may be initiated and managed
by operational departments.

The company’s philanthropic mis-
sion, “We focus on education, basic
needs, and increased civic engagement,”
could be viewed as a cycle (See figure p.
71), in which meeting basic needs, such
as shelter and food, enabled improve-
ment in education, which empowered
responsible citizenship and sustainable
communities. Technology is an impor-
tant driver of the cycle, enabling non-
profits to increase efficiency and pro-
ductivity in providing services that
address these issues.

While Cisco has a large number of
philanthropic programs worldwide,
three will illustrate the company’s
strategy.
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Meeting Basic Needs

The Habitat for Humanity program
addresses the basic needs portion of the
philanthropy cycle. Cisco believes that
when communities have shelter, they
can then begin to address other areas of
development, such as education.

Cisco supports Habitat for Humanity
with both money and employee time.
Employees work on Habitat housesin a
team-building activity with others in their
Cisco work group. In addition, Cisco
either prewires the houses for Internet
access, or partners with a local company
that builds a technology center, provid-
ing residents with access — important for
overcoming the digital divide and spark-
ing community development.

Cisco believes that the Internet makes
the company a global presence, regard-
less of whether or not it has any physi-
cal facilities in a particular country. Its
social responsibility; therefore, extends to
developing countries, even if these
regions are not yet important markets.
The Cisco Foundation has funded con-
struction of more than 200 houses in
Ghana, South Africa, and Kenya — at a
cost of nearly $1 million; but the com-
pany does not have any offices or
employees in Ghana or Kenya.

Leveraging Business and
Technical Expertise

The Second Harvest Food Bank also
addresses basic needs, but Cisco’s support
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also illustrates the value of using the
company’s core technology to lever-
age philanthropic results.

Second Harvest Food Bank of
Santa Clara and San Mateo Coun-
ties receives and distributes 24 million
pounds of donated, surplus, and pur-
chased food to 670 agencies. These
agencies, together with Second Har-
vest’s direct distribution program, pro-
vide food to over 159,000 low-income
people monthly, half of them children.

Cisco’s support of Second Harvest
Food Bank of Santa Clara and San Mateo
Counties began in 1993. Second Har-
vest met an important but basic com-
munity need — providing food. The orga-
nization was a single point of contact
with a wide distribution, providing the
opportunity for maximum potential
impact. Since Cisco understood the dis-
tribution business, it was well-positioned
to help leverage Second Harvest’s activ-
ities. In addition, Second Harvest was
an affiliate of a national organization,
which could serve most communities
in which Cisco had employees. Finally,
Second Harvest had an effective pro-
gram already in place to engage corpo-
rations; Cisco, therefore, did not need to
set up a new one. Cisco provided support
in three areas: money, food, and volun-
teers. Employees assisted in the food-
sorting process as part of team-building
activities.

In July 2001, seven Cisco employees
joined Second Harvest as “community
fellows” — a staft reduction program in
which employees took positions at non-
profit organizations (Sidebar, p. 72).

For Second Harvest, managing the
receipt and distribution of the large
amounts of food — gathered from a wide
range of sources and distributed through
alarge number of agencies —was a chal-
lenging task. Its technology platform
was not sophisticated, consisting of data-
bases developed from a number of unre-
lated programs that were not integrated,
meaning that compiling data was diffi-
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cult, time-consuming, and prone to error.
Analysis and report preparation were
inefficient, and there were additional
problems in network infrastructure and
desktop computer support.

These problems were well-known
to Second Harvest’s newly hired infor-
mation technology director, who began
developing a plan to address them that
had a three-year horizon and depended
upon third-party consultants. The com-
munity fellows provided Second Har-
vest with the expertise they needed to
implement the technology plan in a
much shorter time, and with more capa-
bility than originally envisioned. The
program worked in five areas: business
processes, core applications, database
integration, infrastructure upgrades, and
Web initiatives.

By January 2003, the community fel-

lows had provided consulting services
valued at more than $1.1 million, result-
ing in improvements in efficiency and
enabling the organization to be more
effective in soliciting and processing
donations. These efficiencies provided
savings of more than 450 person-hours
per month for Second Harvest staff. The
fellows also developed an Internet infra-
structure and strategy for Second Har-
vest, and ultimately a plan to make the
improvements available to other food
banks, further leveraging their efforts.

Second Harvest estimated that these
accomplishments had a value equal to
the ability to purchase an additional 2.5
million pounds of food, creating more
than 2 million meals. “With this new
technology,” said Director of Finance
Sophia Juarez, “we strongly believe the
Cisco fellowship program has laid the
foundation for what promises to be an
efficient system that will result in better
services, not just to [Second Harvest’s]
recipients, but hopefully to other orga-
nizations with similar needs.””

Cisco also benefited from the rela-
tionship, gaining important experience
in understanding the needs of the non-
profit sector —a developing market for its
products. In assisting the local Second
Harvest, it identified product and ser-
vice needs that were common to other
affiliates of America’s Second Harvest

By the Numbers: Overall Philanthropic Giving

In the five-year period ending July 31, 2002, Cisco’s philanthropic giving
totaled more than $212 million. The following is a breakdown of giving for

the fiscal year ending July 31, 2002:

Organization

Cisco Foundation

Community Investment Fund (CIF)
Business Departments

TOTAL

$ Million
11
26
20

58

(This data is approximate, illustrating the general scale of giving. CIF giving includes cash plus in-kind donations.)
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and other nonprofits. The information
is currently being shared with several
other food banks around the country,
through a food bank technology task
force initiated and led by a Cisco com-
munity fellow. Finally, three of the com-
munity fellows working with Second
Harvest were hired by the nonprofit,
and two returned to Cisco, bringing a
new perspective and understanding of
the nonprofit market.

Training the Workforce of
Tomorrow

The rapid growth of the Internet in the
late 1990s, and the continued growth of
Cisco’s business, depended upon the
availability of qualified network admin-
istrators. In 1997, Cisco began to address
this shortage by developing a Network-
ing Academy program that would enable
high schools and community colleges
to train students for technology careers.
Cisco provided the curriculum, while
the schools purchased the equipment at
a substantial discount. The program was

CASE STUDY
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originally developed by the marketing
department. The initial effort was suc-
cessful, and Cisco expanded the pro-
gram so that it could have a much
broader impact. By 2003, it was operat-
ing 10,065 academies in all 50 states and
152 countries, with a curriculum in nine
languages. It has trained 439,873 stu-
dents and 22,676 teachers.®

One example of the integration of
business and philanthropic activities is the
use of the Networking Academy pro-
gram at the Menlo Park, Calif.-based
Opportunities Industrialization Center
West (OICW). OICW is a nonprofit
training program for welfare recipients
that partners with other organizations
that provide complementary services,
such as childcare, workplace wardrobes,
and assistance with resume writing. The
organization had been a neighbor of
Cisco’s during the company’s early years.
A training program would provide
opportunities for high-paying technology
jobs for OICW clients, and also provide
a source of trained workers for compa-

nies likes Cisco as well as nonprofits.
In 2000 Cisco designed a customized
program to meet the needs of OIC,
which, unlike other Networking Acad-
emies, served an adult population of
welfare recipients rather than a student
population. The company donated
equipment to OICW, designed an inten-
sive six-month certification program,
trained staff, gave technical support, and
provided an employee to teach for the
first two years. The executive director of
OICW also approached Sun Microsys-
tems, and arranged for Sun to donate
equipment and provide a similar training
program. The resulting Cisco/Sun Acad-
emy heavily leveraged the corporate
efforts of both companies and built a
program that could make a substantial
impact on the community. As OICW
Executive Director Sharon Williams
observed, when technology jobs were
plentiful, “The whole community knows
about [the academy program]. If you're
lucky enough to get into the program,
you've got a ticket out of poverty.” The

Layoft Program Turns into Leadership Program

declined, prompting the company to reduce its work-

force. The Community Fellowship Program was devel-
oped in order to maintain the company’s commitment to
its employees through this period while at the same time
benefiting the community.

Rather than take a separation package, 81 employees
agreed to accept one-third of their salaries, plus benefits,
to work for nonprofits for one year. Employees were
selected for this program following interviews with both
Cisco and the 21 participating nonprofits, based on the
skills they would bring to the organizations.

A number of the original community fellows returned
to Cisco after working at nonprofits, and the company
realized that this was an effective personal growth tool.
“Before the Cisco fellowship program,” said Richard Kel-
ley, “my working experience had been perhaps 90 per-
cent technical and 10 percent personal interaction. ... A

I n the summer of 2001, Cisco’s business dramatically

tangible benefit for me has been the experience working
for a year in an intensely interactive environment with
extremely dedicated NGO professionals.” Kelley returned
to Cisco and now works in its program management
office, where he manages relations with major cus-
tomers, Cisco’s account teams, and the various business
units. “The Cisco fellowship experience,” said Kelley,
“has increased my ability to communicate and resolve dif-
ferences between these groups that have very different
views and goals.”

Instead of being discontinued after Cisco ceased using
layoffs to reduce its workforce, the program evolved into
the Community Leadership Fellows program, which now
loans high-potential Cisco employees to strategic non-
profits for three to six month projects at full pay. “If man-
aged well, corporate philanthropy can be an integral part
of a company's strategy, regardless of the state of the
economy,” said Chairman and CEO John Morgridge.
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program was valuable to the community
even during difficult economic times.
“Tech jobs are much harder to find, but
most of our students are becoming cer-
tified,” Williams said recently. “Even
those who do not land a training-related
job right away know that they will be
qualified for a tech job when the econ-
omy recovers.”

Entering and Building New
Markets

The Networking Academy program is
also active in countries in which Cisco has
no physical presence, with the curricu-
lum available online. Beth Murora, for
instance, a Rwandan with a bachelor’s
degree in public administration, com-
pleted the program in Ethiopia. Upon
returning to her homeland she plans to
to provide technical training to women
to help them run organizations and
develop businesses.”

Morgridge notes that when he visits
governmental leaders in countries where
Cisco has a limited presence, such as
Rwanda, he is often asked to invest in the
country. “We already do,” he is able to
reply. “Our Networking Academies have
graduated 65 students in Rwanda, taught
by your own people. And we plan to
keep on investing in training your citizens
to be part of the future technology-
based world economy.” As a result, Cisco
is respected and welcomed when it
enters new countries.

Business and Philanthropic
Synergy

When business and philanthropic inter-
ests are integrated, Morgridge said, “Itis
sustainable, and can leverage all of the
assets of business, not just the profits ...
not just the tables that they buy, not just
the checks that their senior executives
write to their favorite organizations, but
all of the [organization’s] capabilities.
Corporations like Cisco have expertise,
technical understanding, trained human
capital, an array of products and ser-

CASE STUDY
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Cisco Philanthropy Staffing

Cisco’s philanthropy organization is continually evolving, but mid-2003

staffing assignments are as follows:

COMMUNITY INVESTING
Director of corporate philanthropy

Program manager, employee giving and corporate volunteerism
Program manager, product grants and technology program

Two program managers, Cisco community fellows/leadership program
Manager, corporate social responsibility (CSR) and measurement

CISCO FOUNDATION
Executive director

Person responsible for grants administration (consultant)

Web designer (consultant)’

GLOBAL PARTNERSHIPS

Manager, civic councils and global programs in North America
Manager, civic council, CSR, and global programs in Europe, Middle East,

South America, and Asia

The managers of each group report to Maideh Radpour, director of corporate
philanthropy, who reports to Tae Yoo, vice president of corporate philanthropy.

1 Cisco paid half of the Web designer’s salary, with the foundation paying the other half.

vices, and we know how to do projects.
When properly aligned, we can bring
all of these to bear in corporate philan-
thropy together with our philanthropic
partners.”"’

Cisco Systems has developed a phil-
anthropic program that is integrated
throughout the company, with a strategy
that is consistent with the company’s
business direction and corporate
resources. As in its business endeavors, the
company concentrates on efficient use of
resources to achieve maximum results,
and aligning and reinforcing the business
and philanthropic strategies. [
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