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ABSTRACT

Although the concept of corporate social responsibility (CSR) has been
advocated for decades and is commonly employed by corporations globally,
agreement on how CSR should be defined and implemented remains a
contentious debate amongst academia, businesses and society. This gap is
problematic for corporations because they are increasingly being required to align
with societal norms while generating financial returns. In order to remedy this
problem, the following definition is presented: corporate social responsibility is a
business system that enables the production and distribution of wealth for the
betterment of its stakeholders through the implementation and integration of
ethical systems and sustainable management practices.

Many of the concepts in the proposed definition are commonplace
amongst CSR practitioners and organizations, the validations for the key
segments — production and distribution of wealth, stakeholder management,
ethical systems, sustainable management practices — coupled with the application
of a systems approach and other business practices make the definition unique and
conclusive. An in depth review of the definition and supporting concepts will
provide the needed vision and knowledge to enable corporations to successfully

manage CSR strategies.
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CHAPTER 1
THE CONTROVERSY OVER CORPORATE SOCIAL RESPONSIBILITY

The concept of Corporate Social Responsibility (CSR) began in the 1920s;
however, due to the Great Depression and World War 11, it failed to become a
serious topic amongst business leaders until the 1950s. CSR found itself in the
spotlight in 1951 when Frank Abrams, chairman of the board for Standard Oil of
New Jersey, published an article in Harvard Business Review where he stated that
IS was business’ obligation:

to conduct the affairs of the enterprise to maintain an equitable and

workable balance among the claims of the various directly interested

groups, a harmonious balance among stockholders, employees, customers,
and the public at large (Frederick, 2006).

In 1953, Howard Bowen made the first significant scholarly contribution
by publishing the book, The Social Responsibilities of the Businessman. Here he
proposed the CSR definition as “the obligations of business to pursue those
policies, to make those decisions or to follow those lines of action which are
desirable in terms of the objectives and values of our society (Bowen, 1953).”
Over the subsequent decades, CSR definitions, practices and adoption of CSR
expanded immensely. Philosophies such as management as a trustee, Christian
ethics and the balance of power between business and society were popularized
(Frederick, 2006). A commissioned study by the Committee for Economic
Development in 1970 contributed a paradigm shift into the CSR debate by
recognizing that a balance between social and economic interests was a necessary

factor. The ‘enlightened self-interest’ model enabled CSR to become more



widely accepted by businesses. A theoretical model had not been accepted until
Carroll (1979) developed the corporate social performance (CSP) model whereby
CSR, social issues and corporate social responsiveness were considered the
leading philosophy for corporations to behave in a socially responsible manner.
Although the CSP model advanced CSR philosophies, it was not able to gain
widespread application because it lacked the ability to measure and test the
model.

Evolution continued when academics and businesses started to focus their
CSR initiatives toward business strategy. During this period, the role of
stakeholders rose to prominence in the CSR debate due to contributions by
leading academics such as Peter Drucker (Lee, 2008). The view that stakeholders'
importance to corporations compared to shareholders was a contradiction to
Nobel laureate Milton Friedman’s beliefs that "there is only one responsibility of
business, namely to use its resources and engage in activities designed to increase
its profits (Friedman, 1970).” The inclusion of strategic philanthropy, innovation,
environmental sustainability and transparency demonstrate how diverse and far-
reaching CSR has become embedded into management strategy. And most
recently, corporate financial performance and the measurement of CSR activities
is causing corporations to understand the strategic value of CSR through the
realization that the implication to a business’ operations is essential (MIT, 2011).

Archie Carroll is widely respected amongst CSR scholars for his
contribution of a four-part definition of CSR. First, consistent with the capitalist

economic view, a corporation must generate profits in order to operate. The



corporation must also abide by the laws within the countries that it operates.
Carroll believed that operating legally was not sufficient and that corporations
have an obligation to society to act ethically as well. The fourth part of the
definition also relates to the importance of societal impacts, which he referred to
as discretionary responsibilities such as philanthropy. Yet even with the
definition Carroll proposes, he realizes that it is ambiguous (Masaka, 2008):

The term [social responsibility] is a brilliant one; it means something, but

not always the same thing, to everybody. To some it conveys the idea of

legal responsibility or liability; to others, it means socially responsible
behavior in an ethical sense; to still others, the meaning transmitted is that

of “responsible for,” in a causal mode; many simply equate it with a

charitable contribution; some take it to mean socially conscious; many of

those who embrace it most fervently see it as a mere synonym for

“legitimacy,” in the context of “belonging” or being proper or valid; a few

see it as a sort of fiduciary duty imposing higher standards of behavior on

businessmen than on citizens at large (Carroll, 1999).

Marcel van Marrewijk (2003) believes that organizations should have a
definition based on the stage of development, awareness and ambition of each
organization rather than a “one solution fits all” approach. This is ill advised
because it exacerbates the problem of corporations having great difficulty
implementing programs that can be managed and measured effectively.
Furthermore, in a time where organizations are implementing programs for the
measurement of their CSR activities, such an approach allows for too many levels
for CSR. van Marrewijk’s theories are best applied for corporations that need a
roadmap for developing a successful CSR strategy.

William Frederick has written extensively on the subject for decades.

With books and many academic journal articles having been published by



Frederick about CSR, he openly states that an accepted definition does not exist
by stating "the actual meaning of CSR has dogged the debate from the
beginning." He adds, "The moral underpinnings of CSR are neither clear nor
agreed upon (Frederick, 2006)."

The failure to have a universal definition has been reviewed and debated
by scholars. Perhaps the most compelling and comprehensive research regarding
the lack of a definition for CSR analyzed 37 of the most commonly used
definitions. The definitions (see Appendix A) were identified through a literature
review of journal articles and web sites, content analysis of five dimensions of
CSR (see Table 1) and the use of Google to calculate the relative usage of each
dimension. The analysis concluded that although there are many similarities
between the 37 definitions, the definitions do not provide guidance on how the
dimensions should be balanced against one another for decision-making
(Dahlsrud, 2006). As a result, the dilemma facing businesses is less about what
definition to follow, but finding a definition that can be universally applied.

The International Standards Organization (ISO) has created an international
standard for the social responsibility of private (corporate) and public sector
organizations. 1ISO 26000 establishes seven core subjects of social responsibility,
all of which are parts of most current CSR definitions:

Organizational governance

Community involvement and development

Human rights

Labor practices

The environment

Fair operating practices
Consumer issues



Table 1. The Five Dimensions

Dimensions

The definition is coded to the
dimension if it refers to

Example phrases

The environmental dimension

The natural environment

‘a cleaner environment’
‘environmental stewardship’
‘environmental concerns in business operations’

The social dimension

The relationship between business and
society

‘contribute to a better society’
‘integrate social concerns into their business
operations’

The economic dimension

Saocio-economic or financial aspects,
including describing CSR in terms of a
business operation

‘contribute to economic development’
‘preserving the profitability’
‘business operations’

The stakeholder dimension

Stakeholders or stakeholder groups

interactions with their stakeholders’
‘how organizations interact with their employees,
suppliers, customers and communities’

The voluntariness dimension

Actions not prescribed by law

‘based on ethical values’
‘beyond legal obligations’
‘voluntary’

Source: Corporate Social Responsibility and Environmental Management (Dahlsrud, 2006)

The seven core subjects are in effect heuristics for a corporation to follow,

which can be valuable for corporations to create programs around the areas 1ISO

believes CSR should represent. This practice is consistent with other ISO

standards to aid corporations with improving processes and implementing

compliance programs.

The seven core subjects have a substantial focus on stakeholder

management and ethical behavior. The standard may provide some useful

guidance corporations can leverage; however, there are a number of

shortcomings. A significant flaw is that the standard attempts to create the same

guidance for private and public sector organizations. Simply, the purposes of

private and public sector organizations are vastly different, so although there may

be some commonalities between them, there are too many factors that would be

critical to each group that are omitted. For corporate social responsibility to




flourish, 1ISO 26000 needs to include management functions that most academic
research, businesses and definitions regard essential for effective CSR. For
instance, even though it has been widely established that profit is necessary for
CSR, by the nature of the private sector institution, profit does not even exist.
Business strategy has been recognized as a CSR requirement, yet the standard
proposed largely ignores how key management practices can be utilized. As a
result, ISO’s guide is not comprehensive enough for corporations to achieve all of
their CSR objectives, which fundamentally makes it of limited value for global
corporations (1SO, 2010).

The increase in the attractiveness of CSR activities can be demonstrated in
a host of surveys amongst global business executives. In a study by McKinsey
and Associates (2006), executives stated overwhelmingly that corporations must
balance shareholder needs while making contributions that benefit society. Most
even disagree with Friedman’s assertion that companies' sole responsibility is to
shareholders. CSR is viewed as a means to manage complex sociopolitical issues
businesses face and reduce risk for their organizations. The range of issues
affecting their organizations is overwhelming, which include challenging subjects
such as climate change, health care and ethics practices.

The Business for Social Responsibility (BSR), a leading CSR
organization, conducts a survey with Cone, LLC, a strategy and communications
agency, of CSR professionals globally. As CSR professionals managing these
activities daily for their companies, non-governmental organizations (NGO),

academic and governments, their experience can provide a different level of



insight. When asked what is driving the CSR agenda today, only 8 percent expect
to have their sustainability budgets decreased (BSR/Cone, 2009). Furthermore,
72 percent of the respondents believe that more demand will be placed on
businesses to solve societal problems. There is also a strong belief (77 percent)
that global businesses will integrate CSR into their strategies and operations over
the next five years (BSR/Cone, 2008).

Edelman, an American public relations firm, surveyed over 5,000 college-
educated individuals in 23 countries that are the top 25 percent highest
compensated amongst their peers. The annual Edelman Trust Barometer report
further supports that the global business community sees CSR activities as a
requirement. A corporations’ reputation is based on key factors such as
transparency, honesty, whether it treats employees well and is a good corporate
citizen. These factors explain why financial services are considered to be the least
trustworthy in the United States and United Kingdom due to the havoc that was
created as a result of the recent financial crisis. A primary conclusion of the
report found that profit and the purpose of the corporation must benefit society
(Edelman, 2011).

The studies by McKinsey, Edelman and BSR support the growth trends
and exemplify the need for a CSR definition and framework to support global
consensus. But adding to the confusion businesses are experiencing is that there
is no definition that is universally accepted. Well-respected academics on CSR
have provided thorough insight and analysis that has helped organizations

understand the complex topic over decades; however, the fact is that there is still



not widespread acceptance. This dilemma allows for ambiguity and major
challenges for implementing universally accepted CSR programs.

In a sampling of global corporations’ CSR philosophies and practices
(Appendix B) show the lack of consistency within geographies and industries.
The sample was drawn from the Fortune Global 500 annual listing of the largest
corporations in the world by revenues. Companies were selected to represent a
variety of industries (e.g., petroleum and financial services) in every continent’,
developing (e.g., China and India) and developed economies (e.g., US and Japan)
and diverse political climates (e.g., democracies and autocracies). Many of the
corporations reviewed use sustainability instead of the term CSR. Even within

corporations that use common nomenclature, how they manage their programs

' The only exception for inclusion of a company outside of the Fortune Global
500 list was the inclusion of South African Airlines because there were no
African nations on the list. It must be noted that it is not assumed that the
sampling is not representative of all Fortune Global 500 corporations, nor is it
statistically valid. The list was randomly generated. Additionally, there are other
firms that were selected because they were used as examples of CSR practices
within this research document.



and define their philosophies is inconsistent. Even though there were widespread
variations, the analysis did uncover that socially responsible behavior is important
to all of them in some form or another. The lack of a universally accepted
definition allows for too much leeway to pick and choose practices that best suit
their corporate agendas.

As evidenced, CSR has gone through evolutions over the decades and has
proven to stand the test of time where it is now a well developed management
practice and philosophy. More transitions are likely to occur over the following
decades. Today, the business and practice of CSR is at its’ pinnacle, mature and
robust. The maturity of CSR is further validated by the large number of
sustainability reports produced by businesses, mutual funds available to investors,
consultants to organizations, trade associations and literature, which continue to
grow. It is not recommended that all corporations manage CSR the same way;
however, consensus on the core concepts is vital so that CSR can be implemented

commonly amongst global corporations.
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CHAPTER 2
A NEW DEFINITION OF CSR

Even with a lengthy history, extensive resources, in-depth research and
success stories available to business, a universally accepted definition is not
available. Due to this dilemma, it is not a surprise that 46 percent of executives
agree that there is “substantial room for improvement (McKinsey, 2006).”
Furthermore, the number of mishaps by corporations that have embraced CSR,
such as BP, Toyota and Enron, demonstrates the complexity of CSR. A failure to
gain consensus does not mean that new definitions shouldn’t be proposed. In
order to remedy the situation, a new definition for CSR must be published to
enact global standards and value systems to ensure corporations can be successful.
As such, the following provides a definition that is comprehensive and can be
broadly applied to allow corporations to achieve their CSR objectives. Corporate
social responsibility is defined as a business system that enables the production
and distribution of wealth for the betterment of its stakeholders through the
implementation and integration of ethical systems and sustainable management
practices.

The definition provided has multiple characteristics that are consistent
with other definitions; however, as it will be expanded upon in subsequent
chapters, there are many important departures and distinctions from current
definitions. These differences provide new thought leadership and a deeper
understanding of CSR for corporations to achieve their objectives. The key

“parts” of the definition include: the production and distribution of wealth,
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stakeholder management, creating an ethical system and sustainable management
practices. Each of the parts of the proposed definition cannot be implemented as
individual programs, nor can any be excluded. A systems thinking approach is
needed to enable corporations to manage “the interrelationships rather than linear
cause-effect chains and seeing processes of change rather than snapshots (Senge,
1990).” The following explains the foundation for systems thinking:

A system is a whole consisting of two or more parts that satisfies the

following five conditions:

» The whole has one or more defining properties or functions.

» Each part in the set can affect the behavior or properties of the whole.

» There is a subset of parts that is sufficient in one or more environments
for carrying out the defining function of the whole; each of these parts
IS necessary but insufficient for carrying out this definition.

* The way that each essential part of a system affects its behavior or
properties depends on (the behavior or properties of) at least one other
essential part of the system.

» The effect of any subset of essential parts on the system as a whole
depends on the behavior of at least one other such subset (Ackoff,
1999).

If the parts of CSR (the “whole”) are managed separately, critical
properties or functions are lost, which causes the system to fail. Furthermore, by
improving the parts of a system individually, CSR may not be improved, and
most likely will not be improved according to the proposed definition. When
applying the concepts of systems thinking to CSR, corporations are able to meet
the demands of society and their stakeholders.

The inclusion of systems thinking is unique and a departure from other
scholarly and professional works on the subject. Commonly, CSR activities are

viewed as distinct parts (e.g. social, economic, environmental, stakeholder) or as

linear relationships rather than as an interrelated process. As Figure 1 illustrates,
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corporations need to take a holistic, integrated approach in order to build a CSR
values system that allows the corporation to instinctively behave in a socially

responsible manner.

Figure 1. Corporate Social Responsibility as a System

Produce and
distribute wealth

X

Stakeholder Sustainable
Management business practices

(_J

Ethical Sytems

The arrows in Figure 1 demonstrate the flows that influence behaviors
between the parts and impact the overall structure of the system. Understanding
the interrelationships and processes of change reinforces the system and keeps the
corporation’s CSR activities in balance. Producing and distributing wealth,
stakeholder management, ethical systems and sustainable management practices
managed individually, or excluding one or more of the components, causes the

CSR system to collapse. For instance, a breach of ethics is not a sustainable
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business practice that harms one or more stakeholders and thus, impairs the ability
of the corporation to produce and distribute wealth. Managers need to understand
the dynamic complexity of CSR rather than the detailed complexity of the parts in
order to be successful.

The purpose of the corporation is to produce and distribute wealth to their
stakeholders. This proposed position is different than other definitions because
they generally use terms such as profit, economic development or commercial
success to describe the financial requirement for CSR. The systems approach
necessitates that the wealth that is created must be distributed to stakeholders,
which is a direct benefit to society. Wealth is distributed by providing financial
resources to stakeholders in the form of wages, the acquisition of materials from
suppliers, a return on capital and paying taxes for example, all of which are a
societal function of the corporation (Ackoff, 1999). The production and
distribution of wealth is so essential to corporate social responsibility because
without it, the corporation cannot exist, hence, it has diminished all opportunities
to create financial benefits for stakeholders. On the opposite side of Figure 1, a
corporation that does not employ sustainable management practices will see
profits, market share and competitive advantage decline, which influences their
ability to fulfill the purpose of the corporation.

Stakeholder (e.g. investors, lenders, employees, consumers, non-
governmental organizations, debtors, suppliers and government) benefit is a
critical component for effective CSR. The decisions of the corporation generally

have a direct impact on one, many, or all of the stakeholders. As such, the
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corporation needs to recognize the importance of this constituency and consider
their needs when executing sustainable business decisions that directly impact the
stakeholder. Balancing the diverse interests of global stakeholders has challenges
and dilemmas; however, it can be effectively addressed through strategic
stakeholder management. When a corporation makes decisions that solely benefit
investors, other stakeholder groups are affected. Employees may be terminated to
enrich shareholders, which end up having a negative impact on the economy.
When profits are the primary motive of the corporation, they may make short-
term decisions on environmental practices to reduce costs that can lead to a public
relations nightmare as consumers or NGOs voice their opinions. Both of these
scenarios are not sustainable management practices and in some people’s eyes
they are unethical. Managing stakeholders globally is a complicated, necessary
part of the CSR system that can bring rewards to organizations that effectively
manage those relations.

The creation of ethical systems presents a challenge due to the fact that the
definition of ethics is often viewed as subjective. Due to their relationships and
interests, stakeholders form a social structure whereby they have defined roles
with the corporation, as well as with each other. Within this system, each group is
expected and obligated to behave in a manner consistent with their roles, which
creates controls within each group that influences ethical behavior. Although it is
possible that each stakeholder group will support decisions for corporations to act
in a socially responsible manner, the ethical system creates additional controls and

safeguards. Integrated Social Contract Theory, corporate policies, transparency
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and training programs are methods that provide the necessary guidance for
corporations to implement ethical systems within the countries where they
operate. Breaches in the ethical system have negative impacts on one or more
groups of stakeholders and sustainable business practices. Enron is the poster
child for the need for ethical systems. They behaved unethically by falsifying
financial records (illegal as well) and running up the energy futures markets.
Stakeholders were severely impacted by their actions, but the short-term decision
making to increase their stock value is what led to the unethical behavior in the
first place. The result was the complete collapse of the corporation and its’ ability
to produce and distribute wealth.

The most widely accepted definition for sustainability is “meeting the
needs of the present generation without compromising the ability of future
generations to meet their own needs (Brundtland, 1987).” The inclusion of
sustainable management practices requires that corporations factor time into their
decisions that impact others. Too often corporations make decisions that harm the
environment, alter business strategies to increase profits or fail to innovate. These
decisions have consequences, such as damaging stakeholder relations, financial
losses to the firm and engaging in unethical practices, which in turn impacts the
organization's ability to employ a sustainable business model to produce and
distribute wealth. The BP Deepwater Horizon incident was a tragedy that had
many negative implications. One example was their safety, risk management and
environmental practices, which impacted many stakeholder groups, profits and

caused BP to behave in a self-serving, unethical manner before and after the
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disaster. BP is one of many cases demonstrating the importance of sustainable
management practices for CSR success and creating benefits for societies around
the world.

The parts of the CSR system are clearly interrelated. The core part of the
definition presented is derived from the many thought leaders within their
respective disciplines, as well as new concepts applied to redefine what CSR
means. Together, the definition can and must be applied across global
organizations that desire to behave in a socially responsible manner. The
proceeding chapters will provide the justification for specific practices, a clear
understanding of the significance of the aforementioned key concepts and
necessity for the requirement of a systems thinking model. CSR drivers will
continually evolve based on societal shifts. As such, any definition must be
flexible enough to adapt over time. The framework proposed is flexible to
accommodate the continued shifts in CSR priorities that business and society
deem fit. By examining the characteristics of the entire definition and how they
are intertwined, it becomes apparent that the definition can be used by
corporations to serve as an enduring guide to execute a socially responsible values

system that achieves their CSR and business objectives.
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CHAPTER 3

THE PURPOSE OF THE CORPORATION:
PRODUCE AND DISTRIBUTE WEALTH

In the early days of CSR, profits were not part of the CSR concept.
Milton Friedman certainly had an impact on the CSR discussion by asserting that
profit was the sole motive of the corporation so that shareholders could benefit
(Friedman, 1962). Today, although it varies by country, many still support
Friedman’s view. Another noted economist, Arthur Laffer, largely agrees with
Friedman. Laffer largely views CSR as practices that reduce profitability and are
detrimental for shareholders. In his research, he determined that "there are some
indications from our study that CSR activities lead to decreased profitability
(Ethical Corporation 2005).” While the study found that there were CSR
practitioners that did outperform those that did not engage in CSR activities,
overall the conclusions were not favorable for CSR advocates. Over the years,
many studies have been conducted to determine if CSR does lead to improved
financial performance. The conclusions have been mixed. Additionally, because
CSR lacks a common definition and measurement tools, making comparisons
between the corporations and studies is challenging.

Amongst CSR practitioners, Friedman and Laffer’s shareholder centric
view is not accepted, whereas stakeholder management predominates. Although
economic gains are prevalent within CSR definitions, many do not mention
profits at all. This is wrong because making money is a core tenet of capitalism

for which all corporations function within. Without capital provided by
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shareholders, entrepreneurism cannot exist (Schumpeter, 1942). Therefore, the
role of the shareholder and capital markets is essential for corporations to exist.
Profit making should not be seen as a negative, but rather as one of the many
functions a corporation must practice to be successful. As long as the debate is
about corporate social responsibility rather than social responsibility, economics
gains are a requirement to practice CSR. A conflict should not exist because
shareholders are stakeholders as well and profit is a requirement for corporations
to meet their obligations to multiple stakeholders. Additionally, oftentimes other
stakeholders (consumers, employees) have investments made in corporations and
they expect a profit. Simply, CSR does not need to be a trade-off between profit
and societal benefit.

Nonetheless, the profit motive of a corporation is contentious and
corporations that do not wish to engage in CSR can focus solely on profits. That
is a decision by the business for which they will need to be accountable. For
corporations that decide to engage in CSR, generating profit alone is insufficient.
As previously noted, a more applicable purpose of the corporation is to produce
and distribute wealth for the betterment of its stakeholders. The comparison of
profit to the production and distribution of wealth reveals distinct differences in
perceptions about the economics of the business. First, wealth is defined as “all
property that has economic value” whereas profit is defined as “the excess of
returns over expenditure in a transaction or series of transactions (Merriam-
Webster, 2011).” When applied to the concept of the corporation and CSR,

wealth encompasses many more forms of economic value for corporations and
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society, such as assets, intellectual property and human capital. Due to the
differences, profit is too limiting of a definition for CSR effectiveness.

Adam Smith (1776) in The Wealth of Nations espoused the importance of
wealth creation for entrepreneurs and corporations. He wrote, “It is not from the
benevolence of the butcher, the brewer, or the baker that we expect our dinner,
but from their regard for their own interest.” He believed that there are
stakeholder benefits of wealth creation by adding that “by pursuing his own [the
entrepreneur] interest he frequently promotes that of the society more effectually
than when he really intends to promote it (Smith, 1776).” CSR takes Smith’s
philosophies and adds that corporations make a focused effort to create societal
benefits rather than as a causation of the actions of the business, both of which
result in economic value.

Renowned economist Joseph Schumpeter performed a thorough analysis
comparing capitalism and socialism in the landmark book, Capitalism, Socialism
and Democracy. He defined socialism as an:

organization of society in which the means of production are controlled,

and the decisions on how and what to produce and on who is to get what,

are made by public authorities instead of by privately-owned and
privately-managed firms (Schumpeter, 1942).

Although Schumpeter philosophically supported socialism, through his rigorous
analysis he unequivocally determined that capitalism is superior. As the world
looks to solve many problems in developing countries and societies that do not
support capitalism, Schumpeter’s work provides great insight why capitalism is

superior and that it is necessary for CSR in order to produce and distribute wealth.
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The view that profit is insufficient as the purpose of the corporation is not
just an economic argument, but is supported by the leading management gurus of
our time. Drucker (2008) stated, "Profit is not the explanation, cause or rationale
of business behavior and business decisions, but rather the test of their validity."
Drucker’s view is profound. By making such an assertion, he adds a much deeper
meaning about what the ultimate function of a corporation is. This insight is
important for managers of businesses when making decisions that are short-term,
financially driven. Seeking profit without engaging in management practices that
focus on the long-term, engaging in unethical behavior and excluding key
stakeholders is decision-making that limits the corporation’s ability to be
sustainable, which can ultimately lead to the death of the corporation and it's
ability to fill their purpose, let alone generate profits for shareholders. Hence,
profitability is a fundamental constraint of the business that is required to perform
in order to survive, endure or grow. In two separate studies of long-lived
corporations, “more than profit” and “survive and thrive” were essential beliefs of
the organizations and allowed them to execute sustainable business models
(Beinhocker, 2006).

Similar to Drucker’s observation, Charles Handy (2002) provided a
metaphor by noting that eating is necessary for living, but no one would state that
eating is the purpose of life. Handy believed that “the collective actions of the
stakeholders are how corporations are formed and maintained so that they can
make greater contributions to society (Handy, 2002).” He is not dismissive about

the importance of the shareholder either. His view is that a better term for
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shareholders is investors because they generally only care about how much
money they can make. Much of the position Handy takes is guided by history.
As organizations have evolved since the Industrial Revolution, a corporation’s
role in society has become much more important and complicated. Societies
around the globe have much greater influence over the activities of the
corporation, so being beholden to investors and ignoring other stakeholder groups
is detrimental to the survival of the business in the long-term.

Michael Porter, who was made famous amongst business leaders and
academics when he published The Competitive Advantage of Nations has
recognized the over emphasis on short-term decision making to create profit as
well. Porter asserted a similar position to Smith:

By providing jobs, investing capital, purchasing goods, and doing business
every day, corporations have a profound and positive influence on society.

The most important thing a corporation can do for society, and for
any community, is contribute to a prosperous economy (Porter & Kramer,
2006).

He sees business people that subscribe to this belief as old-fashioned
capitalists and that too many CSR leaders are the exact opposite, which has
created tension between business and society. As a result, Porter coined the
phrase “shared value” to manage the conflict between CSR and corporate self-
interest. By creating shared value, organizations can employ capitalist principles
to drive innovation, productivity gains and selling in developing countries to raise
living standards. Porter argues, “the purpose of the corporation must be redefined
as creating shared value, not profits per se (Economist 2011, March 12).” In
order for corporations to be successful, they must embrace stakeholder

management and sustainable management practices. He recommends
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corporations create market ecosystems for the developing world, engage actively
with non-governmental organizations (NGOs), regional governments and create
industrial clusters. Porter’s philosophies clearly align with the many concepts
provided here within.

The capitalistic principles of the proposed CSR definition demonstrate the
influence such practices can have in non-capitalist economies. The conflict in
Islamic nations is troubling on many fronts. Many have argued that Islam itself
has stifled the adoption of capitalistic principles such as adopting new
technologies and Western economic models. The result has been poor
productivity amongst its workforce, a lack of foreign investment, a failure to
produce scientific patents and restrictive trade policies. The unrest in Egypt,
Tunisia and Libya is largely attributed to these issues and a large population of
unemployed youths. However, countries like Turkey and the United Arab
Emirates (UAE) have effectively managed the balance of capitalism and Islam.
Their societies have greatly benefited as a result. And even though there is much
chaos in Egypt and Tunisia caused by corruption and cronyism, education and
gross domestic productivity (GDP) has risen, just not close to the levels of Turkey
and UAE. Embracing capitalist systems would open their markets, lower trade
barriers, bring about government reforms and remove price controls which can
further drive the institutional changes needed to produce and distribute wealth.
Both Indonesia and Malaysia are Muslim nations that opted to join the global
economy. In less than 30 years, GDP per person grew by almost six times and

improved living standards for people that were largely rural and poor. These
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economies have not embraced democracy because they are one-party states; the
government-led economic reforms have enabled them to participate in global
capitalism (Cassidy, 2011). Without capitalism, corporations within these
countries will be ineffective in adopting a CSR strategy.

China is another Asian economy that has seen the benefits of capitalism.
As a communist government, it operates state-directed capitalism, which is
similar to the policies of Indonesian and Malaysian governments. In 1988, the
Chinese government allowed private companies to be established, which has in
turn created wealth for people that previously were poverty stricken. Many new
small and large businesses have become the manufacturing arms for large
Western corporations, as well as creating their own products for the local market.
Although the largest corporations are state-owned, they are proving to be fierce,
global competitors. Like most developing countries that participate in the global
economy, barriers created by their governments and the need to enact market
reforms slows their progress. However, entrepreneurism is growing and many of
the Chinese people see their living standards continuously improving. As China
increases the consumption of goods, it will further empower their people to
produce and distribute wealth production for the betterment of its stakeholders
(Economist, 2011, March 12).

With 4 billion poor people in the world, many of which reside in
aforementioned Middle Eastern, North African and Asian societies, the economic
opportunity for corporations is immense. By practicing “inclusive capitalism”,

corporations can grow markets and profits while simultaneously improving the
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conditions of mankind. It is exactly this that the CSR definition proposed seeks to
accomplish. Benefits that can be realized include reducing poverty and social
decay, political chaos, terrorism and environmental degradation, all of which are
likely to be pervasive as long as the income gap between the rich and poor exists.
Corporations that embrace the production and the distribution of wealth will not
only demonstrate a capability to successfully practice CSR, they will do for
humanity what no other institution can provide.

Most of the world’s largest corporations operate in developing countries;
however, they generally continue to fail to produce and distribute wealth within
these nations. The research and conclusions by C.K. Prahalad of the University of
Michigan and Stuart Hart of the University of North Carolina (2006) believe that
the problem is not an ability of corporations to tap developing markets; it is the
way in which they conduct business at the “bottom of the pyramid” that creates
the dilemma. This occurs because they implement strategies for the developed
market in developing countries, such as selling them products that are not
appropriate for their consumption. The following false assumptions are limiting
corporations' opportunity for growth and engaging in CSR on a global scale:

The poor are not our target consumer because with our current cost
structures, we cannot profitably compete for that market.

The poor cannot afford and have not use for the products and services
sold in developed markets.

Only developed markets appreciate and will pay for new technology.
Developed nations are not to the long-term viability of their
organizations. Instead, governments and nonprofits can service their
needs.

Managers are not excited by business challenges that have a
humanitarian dimension.
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Intellectual excitement is in developed markets and it is hard to find
talented managers that will work in developing markets (Prahalad &
Hart 2006).

In the developing world, landline telephones are often unheard of because
of the large infrastructure costs for building them. The result is that it is estimated
that there are approximately 4.6 billion mobile phones in use today (Economist,
2010, January 2). As such, mobile phones have quickly become the technology
choice for the developing and emerging markets. In Brazil, Russia, India, China
and Indonesia (BRICI countries), there are 1.8 billion mobile phone users, whose
uses include obtaining market pricing for farms products and advice for crop
planting (Economist, 2010, September 4). In Sudan, a company called txteagle,
leverages mobiles phones to break down jobs into small tasks and sending them to
many people in remote areas where local knowledge is needed, is too inaccessible
or cost prohibitive. The person performing the job gets paid through a mobile
money service. The Internet enabled phones can also be used for the delivery of
information that traditionally would have been performed by traditional news
sources. Because large global corporations too often follow Prahalad and Hart’s
“assumptions,” they miss market opportunities and the chance to create societal
benefits in emerging markets.

Producing and distributing wealth at the “bottom of the pyramid” is not a
concept that is unrealistic, as there are a variety of examples in existence today.
Frugal innovation is a term that is becoming more commonplace to service the
needs of developing countries. The concept is quite basic. Lesser technologies are

created to provide a much needed product at a fraction of the cost of a traditional



26

product. Similar to land line telephones, electricity requires major investments to
build the infrastructure. Due to the costs and difficulty for building the network,
over 1.5 billion people do not have access to electricity. Many technology firms
are creating products using solar-powered systems, such as lanterns. Biomass is
being studied as a power source for “micro-grids” that can power a village. To
help farmers with refrigerating milk, researchers are working on a generator
powered by cow manure (Economist, 2010, December 4). Additionally, the added
benefit of such innovations is that they are using much better environmental
practices.

For global corporations seeking to produce and distribute wealth for the
betterment of their stakeholders, a number of examples exist. Pharmaceutical
giant Novo Nordisk has had great success combating diabetes in developing
countries, especially China where it has 70 percent market share. Although much
was learned by Coca-Cola by making mistakes in emerging markets, the company
now employs a long-term strategy on water consumption, the core ingredient in
their products, by engaging the local community to improve the efficiency of their
operations. GE has taken frugal innovation to their medical imaging products.
The technology was originally developed for India and China, but now it is also
sold in developed countries (Barton, 2011).

The shareholder centric view is problematic as a form of capitalism, and
even more so for CSR. It is not that profits for shareholders are undesirable; it is
just too limited when the purpose of the corporation is to enable the production

and distribution of wealth to stakeholders. Leading economists and management
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experts agree that profits alone are not acceptable purposes of a corporation.
When corporations are producing and distributing wealth, stakeholders of the
world’s societies clearly benefit.

As evidenced by the many examples, corporations are an integral part of
global societies and have proven to eradicate poverty and raise the standards of
living for billions of people. Much of this has even taken place in Islamic and
Communist countries by joining the global marketplace. The shift to better
service the economic and societal needs of the global population can only be
performed when corporations focus on achieving the production and distribution
of wealth in all markets. Of course wealth creation is not enough to effectively
practice CSR. By including stakeholder management, ethical systems and
sustainable management practices as a system, CSR according to the proposed

definition can be achieved.
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CHAPTER 4
STAKEHOLDER MANAGEMENT

The term stakeholder as it relates to the corporation was created in 1963 as
"those groups without whose support the organization would cease to exist
(Freeman, 1983)." As will be evidenced within this chapter, the concept of
stakeholder management is a well-established premise for effective corporate
social responsibility by scholars for decades. It was also prevalent amongst the
sampled global corporations in Appendix B. Stakeholder management argues that
stakeholders are interest groups who affect, or in turn, are affected by the
corporation (Freeman, 1984). Abrams described the concept as “directly
interested groups, a harmonious balance among stockholders, employees,
customers, and the public at large (Frederick, 2006).” Bowen and Carroll used
broader terms like “societies” and “citizens” in their definitions. In Dahlsrud’s
(2006) analysis of 37 CSR definitions, the stakeholder and social dimensions were
the most agreed upon concept. In regards to the purpose of the corporation being
the production and distribution of wealth for the betterment of stakeholders,
economists like Smith and management thought leaders like Drucker and Porter
agree that stakeholder management is required for economic success.

Due to the established widespread consensus of economic principles
established in Chapter 3, the more contentious issues are who are the appropriate
stakeholders and how to best manage them. However, that alone would not be
sufficient. The definition proposed here within requires a systems approach. The

ethical systems and sustainable business practices of the corporation as they
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impact stakeholders’ presents additional challenges that this body of research
shall present a solution for. Ackoff (1974) argued that by supporting and
interacting with stakeholders using a systems approach, many social problems can
be resolved. In fact, Ackoff and the systems theory scholars are credited with the
resurgence of stakeholder theory in the 1970°s (Freeman, 1983).

History and the evolution of the corporation explain why stakeholder
management has become a necessary function of the business. During the
industrial revolution, workers were essentially tools of the business because low
skills were largely the requirement of the organization. Workers had no rights,
which made them beholden to the corporation and were required to accept abuses.
As corporations reinvested profits into growing the business, shareholders became
necessary, thus expanding the number of stakeholders. The organization became
more complex, which necessitated better management practices and improved
conditions for workers. Because the practices employed by the powerful
corporations had been abusive, governments and unions sought to fill the gap as
well. The industrialization of the developing world provides insight as to why
stakeholder management is much less present compared to developed economies.

For Western economies, World War 11 created another evolution in how
stakeholders should be managed — the inclusion of women in the workforce in
support of patriotism. Additionally, returning soldiers required more meaning in
their work and workers were more educated. In the US, societal change was
underway such as the race movement, women’s liberation, alienation from work,

consumer rights and the environmental movement greatly expanded the need for
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the inclusion of stakeholder practices. The protesting of corporate practices by
employees, customers, suppliers, shareholders and governments inevitably forced
corporations to include these diverse groups into their decision-making.
“Management was gradually inundated in a sea of purposes: those of the
corporation, its parts, the larger systems of which it was a part, and parts of its
containing systems (Ackoff, 2002).” It became clear that corporations could no
longer serve only shareholders and new business strategies would need to be
developed in order to cope with such a complex issue as stakeholder management.

Stakeholder management is guided by two primary models, which are
strategic stakeholder management and intrinsic stakeholder commitment.
Strategic stakeholder management is guided by improving financial performance
through positive interactions with stakeholders. Intrinsic stakeholder commitment
assumes that an organization engages in stakeholder relations to improve financial
performance as a moral commitment. Empirical evidence supports that strategic
stakeholder management is more accurate in real world applications (Harrison &
Freeman, 1999). It can be argued that although intrinsic commitment may be
preferred by most CSR professionals, if managed as a system with the inclusion
of wealth production and distribution, ethical systems and sustainable
management practices, both models can produce the same results.

First, it must be understood who the primary stakeholders of the
corporation are. Each plays a distinct, and at times an entangled role, in the
affairs of the corporation. Freeman (1983) defined primary stakeholders in the

“narrow sense” which is “any identifiable group or individual on which the
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organization is dependent for its continued survival.” The primary stakeholder
groups include: shareholders (investors) and lenders, consumers and customers,
governments, non-governmental organizations (NGOs), suppliers, employees and
debtors. Within these groups are segments of the larger stakeholder group. For
example, a government can represent local, country, state or agency. The
subgroups will not be included in the proceeding pages to minimize the
complexity of the discussion, which is especially true when understanding how
stakeholders not only change in importance, but the sub-segments vary in their
behaviors within different countries.

There is little to no debate as to whether or not shareholders and lenders
are stakeholders of corporations. As previously noted, there are many that believe
that shareholders are the only stakeholders that an organization has a fiduciary
responsibility to. That rationale is rather elementary. The reason that
shareholders and investors provide capital to corporations is to make a return on
their investment. Furthermore, because 99 percent of holdings by shareholders
are speculative (Willard, 2005), short-term and unethical decision-making
oftentimes occurs at the expense of other stakeholders and the ability of the
corporation to be sustainable. Although synonymous terms may be used to
describe different stakeholder groups, stakeholder theorists agree that employees,
customers, government, suppliers and debtors are the stakeholders in the “narrow
sense” (Freeman, 1983; Ackoff, 1999, Donaldson & Dunfee, 1999). Due to

widespread consensus on which groups constitute key stakeholders, the validation
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for the inclusion of and the roles these groups play in stakeholder management
will not be expanded upon for the purposes of this writing.

NGOs partner with corporations, as well as influence their activities. Due
to this interaction, they need to be managed as a stakeholder of the firm.
Traditionally, NGOs were not considered to be stakeholders in a “narrow sense”
because corporations were not dependent on the NGO for survival. It was agreed
upon by stakeholder theorists that NGOs were classified as stakeholders in the
“wider sense” because they influenced a firm's activities (Freeman, 1983).
However, today NGO’s are much more than influencers. They are guiding firms
and politicians to act more responsibly and are driving sustainable business
practices (van Marrewijk, 2003). Some may still consider NGOs as stakeholders
in the wider sense, but this is not advised. With over 40,000 NGOs that operate
globally and have diverse objectives, which include but are not limited to
environmental sustainability, corporate ethics and transparency, human rights and
economic development, ignoring their role in society and impact on business is
shortsighted. Active engagement with these organizations can help to mitigate
risk, provide advisory services on sensitive issues and provide credibility to firms
whose activities may be considered to be pursuing business objectives that are in
conflict with society.

For instance, the World Wildlife Fund (WWF), a leading environmental
NGO, partners with global organizations to help them perform environmental
impact assessments, create new technologies and improving business practices.

Partners include global corporate behemoths Wal-Mart, IBM, IKEA, Toyota and
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HSBC (WWEF, 2011). Consortiums of NGOs and business are emerging as well.
The US Climate Action Partnership (USCAP) is an alliance of leading NGOs,
which includes the Nature Conservancy, the Natural Resources Defense Council
and Environmental Defense Fund. Finding the balance between an NGO and
corporations can be challenging and must be managed with care to protect the
reputations of both organizations. The Deepwater Horizon disaster caused the
Environmental Defense Fund (EDF) to look bad because they had collaborated
with BP to establish an internal carbon trading system and EDF and BP had
campaigned together through USCAP to have a law passed in the US for the
emissions of greenhouse gases.

The interactions between stakeholders and the corporation are complex.
As Figure 2 exemplifies, the intertwining of the relationships are meaningful and
essential for the flow of resources to distribute the wealth that the corporation
produces. The creation of wealth is consistent with profiting from the outputs of
the corporation. The distribution of wealth is often overlooked, but this facet is
required for CSR to be successful. The wealth provided by the corporation
generates financial resources for the acquisition of goods and services society
depends on. Figure 2 is a simplistic view of the activities of a single corporation.
One can imagine all of the interactions the different stakeholder groups have with
other corporations and stakeholders that would produce an endless sea of

corporation-stakeholder connections.
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Figure 2. A Stakeholder View of the Firm

Source: Recreating the Corporation (Ackoff, 1999) modified to include NGOs

As markets and businesses evolve, the lines between the various
stakeholder groups become indistinct. Investors and lenders are no longer just
banks, venture capitalists or large private investors. The insignificant increase in
the formation of mutual funds, role of individual investors and popularity of
retirement plans have caused corporations to become more accountable to a
variety of large and small investors that many times have multiple stakes in the
corporation. Ford Motors makes an interesting example of this premise. An
employee may own a Ford car with a loan financed through Ford plus have
retirement investments in the company. In this example, the individual represents

four distinct classes of a stakeholder — employee, consumer, debtor and investor.
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Albeit this is a simple example, our global economy presents much larger
examples of the investor class. The California Public Employees’ Retirement
System (CalPERS) is the largest pension plan in the United States. The fund
managers for CalPERS have a fiduciary obligation to serve the interests of its
investors, regardless of the size of the investment of an individual. Furthermore,
because the funds have attracted so much capital, they have exerted enormous
influence over businesses and governments (Davis, Lukomnik & Watts, 2006). A
variety of investment options exist for shareholders that wish to invest
corporations that have demonstrated to be socially responsible, promote
environmental practices and engage in philanthropy as well.

The Internet has created many new challenges for organizations, from
selling their products to recreating their business models. Stakeholder
management is proving to be a great challenge. One of the leading academics and
authors on the application of technology and society is Don Tapscott. He
provides insights to the challenges businesses are facing by stating, “Business
ecosystems' of customers, suppliers, lead producers, competitors and other
stakeholders who 'co-evolve’ their capabilities and roles (Tapscott, Ticoll &
Lowy, 2000).” He added that the Internet would enable:

Sets of contributors come together to create value for customers and

wealth for their shareholders, inventing new value propositions,

transforming the rules of competition, and mobilizing people and
resources to unprecedented levels of performance (Tapscott et al, 2000).

These statements have never become more evident than today. Blogs,
social media and texting have created a tidal wave of new, easy and immediate

ways for stakeholders to mobilize, communicate and collaborate in their efforts
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against a corporation. Information about the firm's activities can quickly be made
known, disseminated to others and organize collective responses. Stakeholders
will tweet your activities to other stakeholders and Facebook Caucuses will be
created to damage the reputation of the corporation, which can lead to financial
declines. However, this does not need be a PR nightmare for corporations that
embrace Web 2.0 technologies and practice stakeholder management effectively.
By taking advantage of transparency, crowd-sourcing and open innovation, Web
2.0 creates an opportunity to better engage.

A contentious area for CSR practitioners regarding stakeholder
management is philanthropy. Many corporations give financial or human
resources to charities and other non-profit organizations. This can be seen as an
effective form of stakeholder management by giving back to the community in
which the organization operates. The issue arises mainly from shareholders that
believe it is the fiduciary responsibility of the corporation to produce profits so
that investors can increase their wealth. The question as to whether or not the
managers are acting in the best interests of the shareholders when they allocate
corporate finances to non-revenue producing activities is also a frequent debate.
The problem is driven by the fact that no economic value may be received from
the philanthropic transaction, nor are they required to disclose it. Because of this
lack of a requirement to disclose the details, managers could disperse corporate
resources to any charity or non-profit that they wish, which may be a conflict with
organizational objectives or create a conflict with other stakeholders (Hussain,

2005).
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The debate is less about whether or not an organization should engage in
philanthropy that benefits stakeholders, but rather how philanthropy should be
managed. The solution can be solved two ways. The first is to make public all
philanthropic practices so that investors are well aware of where “their profits”
are allocated so they can make sound financial decisions and manage the risk of
their investments adequately (Hussain, 2005). The better approach is to perform
strategic philanthropy because it can create new market opportunities, improve
social relations and take advantage of opportunities for innovation (Porter, M. &
Kramer, M. 2002). IBM exemplifies how strategic philanthropy can produce and
distribute wealth for the betterment of their stakeholders while being directly
aligned with their business purpose, which is “to harness the power of innovation
in service to the social and educational goals of the broader society.” I1BM’s
global Rural Transformation and Reinventing Education initiatives tackle
important societal problems by providing the knowledge of their workforce and
technologies. IBM targets external groups that are most likely to have success,
which are not always the ones that are the most in need; employees that get
selected to participate are the more talented ones in the firm; the projects get
measured like any business strategy; engagement occurs with NGOs and non-
profits that are linked to communities to create success; and sustainable solutions
must be developed for the recipients that can be also reused for customers
(Kanter, 2009). This example demonstrates how philanthropy can be aligned with

stakeholders without a conflict of interest arising.
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Even with all of the evidence for active stakeholder engagement and

management, there will continue to be skeptics and contrarians. Consider the

stance taken by Johan Norgberg of the Cato Institute:

A corporation in its normal activities is something good; something
fantastic; something worth encouraging. And this directly contradicts the
starting points for many advocates of CSR that a corporation is bad and
irresponsible, and they have to compensate for their existence by doing
something more than making a profit; by giving something back to the
community. On the contrary — when a corporation makes a profit, it is an
indication that they have already given something back to the community
(Bernstein, 2010).

CSR will likely never overcome all of these contradictory opinions. It will

be necessary to evolve CSR principles and practices to adapt to changing market

conditions and global public opinion. In 2007, the Academy of Management held

a symposium on the future of stakeholder theory. The active dialogue between

the participants provides helpful insight for businesses that want to improve their

CSR and stakeholder management practices. The four topics of consensus were:

(a) How the normative underpinnings of stakeholder theory can help the
business ethics field by providing ethical insights useful in the processes
of managing.

(b) How alternatives to the stakeholder/stockholder debate can provide
normative reasons for stakeholder-responsive action where the market
fails society (e.g., a market failures/government response approach in
circumstances wherein the pursuit of private interest does not lead to an
efficient use of society's resources or a fair distribution of society's goods)

(c) How stakeholder theory can provide ideas and frameworks that
managers can use to run organizations better

(d) How better theory and methods—whether borrowed from other fields
or indigenous to the world of stakeholder scholars—can serve stakeholder
theory development (Agle et al, 2008).

Although stakeholder management is widely accepted as a valuable

practice by corporations, each of the aforementioned topics in and of its own
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demonstrates that it is complex to manage and is full of unresolved challenges
ahead. Moreover, the problem is largely about how corporations need to enact
better stakeholder management practices. Corporations know their businesses best
and how to enact programs that work globally. CSR scholars can provide insight
and ideas to business leaders, but the challenges ahead require the power of
corporations to mobilize their vast resources to drive the needed change.

The proposed CSR definition that affirms ‘a business system that enables
the production and distribution of wealth for the betterment of its stakeholders
through the implementation and integration of ethical systems and sustainable
management practices’ a systems approach. A purpose of the corporation to
generate profits and distribute wealth is required for effective stakeholder
management. As the corporation creates value for its stakeholders, the interests of
the stakeholders are aligned around sustainable management practices. Ethical
systems help intertwine the actions of the corporation with stakeholders that are
“sometimes self-interested, sometimes other regarding, and often both
motivations are at work simultaneously (Freeman, 2009).” Bridging old models
of CSR and stakeholder management may no longer be sufficient. Business
leaders need to understand this paradigm and respond appropriately so that

societies and capitalism can flourish as one.
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CHAPTER 5
ETHICAL SYSTEMS

When ethics are breached, the consequences for stakeholders, wealth
production and distribution and corporate sustainability can be severely impacted.
Business history has demonstrated the clear need for ethical systems within
organizations. The recent financial crisis is largely based on poor ethical
decisions because financial institutions were generally operating in the legal
framework of governments, but not behaving ethically. Stakeholders were
adversely impacted — consumers lost their homes, employees lost their jobs,
suppliers’ profits decreased, and governments lost essential tax revenue. The
failure of Lehman Brothers and Bear Sterns proved that ethical breaches were not
sustainable business practices. The crisis caused unheard of amounts of wealth to
be destroyed globally. Although the financial crisis presents a worst-case
scenario, there are many other examples of ethical breaches that had a negative
impact on societies.

Simplistic views of ethics include the Ten Commandments, the Golden
Rule, Kant’s Categorical Imperative (Ackoff, 1999) or Sharia Law. These “rules”
create too many dilemmas for managers; therefore, they are not useful for many
decisions. Some managers will say their firms are being ethical by following
laws of the countries that they operate in, which is inaccurate and foolish. Ethical
violations are complex, especially when taken into a global context. Businesses
are faced with corrupt governments, human rights abuses, operations that are not

transparent, environmental degradation, consumer health and safety and dubious
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financial practices. Ethical systems are needed to help guide corporations,
especially those that operate globally. An ethical system also needs to take into
account the impacts on stakeholders, sustainable management practices and
wealth creation so that the corporation can act in a socially responsible manner
according to the definition presented here within. In this chapter, the Integrated
Social Contract Theory (ISCT) designed by Thomas Donaldson and Thomas
Dunfee (1999) will be presented as a model. ISCT is grounded on comprehensive
research, incorporates universalism and relevatism, and applies to global
corporations. Furthermore, policies, programs and engagement with ethically
focused NGOs that provide safeguards against unethical behavior will be
reviewed to act as a practical guide that corporations can enact.
ISCT does not attempt to solve all ethical dilemma humans encounter.

Rather, it is specific to business for them to create “economic ethics” for the
efficient production and transactions of goods and services. There are three core
assumptions that guide ISCT by allowing for businesses to create transparency so
that they may fully understand the economic system that they choose to
participate in.

All humans are constrained by bounded moral rationality. This means

that even rational persons knowledgeable about ethical theory cannot

always divine good answers to moral problems without being
acquainted with community-specific norms.

The nature of ethical behavior in economic systems and communities
helps determine the quality and efficiency of economic interactions.
Higher quality and more efficient economic interactions are preferable
to lower quality and less efficient economic interactions.

All other things being equal, economic activity that is consistent with
the cultural, philosophical, or religious attitudes of economic actors is
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preferable to economic activity that is not (Donaldson & Dunfee,
2002).

To put the importance of ISCT in context, posing examples where
corporations can have immense ethical quandaries sheds light on why it is needed.
Bribery is often a point of contention for global organizations. Bribes can be
necessary conduct in order to operate in the host country. Although bribery is
illegal in many developed countries, it is a normal function of business in the
developing world. Is it acceptable to pay bribes? If so, how, when and why
should such transactions occur? Likewise, environmental laws are lax in certain
countries while very strict in others. Should corporations follow local laws or the
laws of their homeland? At a basic level, these questions may or may not be
simple, but oftentimes the various nuances of each situation further complicate the
ethical economic decisions that managers are faced with.

In order to deal with the distinctions between global ethics, or macrosocial
contracts, and national ethics, or microsocial contracts, Donaldson and Dunfee
present a path to guide corporations in their decision-making, which also operates
within the principles of systems thinking. Figure 3 (Donaldson & Dunfee, 1999b)
is a visual representation of ISCT where each concentric circle represents core
norms of a culture, corporation or industry. The extensive research performed
demonstrates that there is consensus on universal principles that are accepted by
all cultures and organizations, which ISCT refers to as "hypernorms." Child
labor and corporal punishment of employees would exemplify this and global
compacts typically deal with these types of ethical issues. Moral free space

allows local communities to establish business ethics based on the collective
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Figure 3. ISCT Global Values Map
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between the two. Conflicts that may arise include bribery or religious differences
within a society. However, when there is a conflict between moral free space and
hypernorms, the hypernorm prevails. Consistent norms are more specific to a
culture than moral free space, but do not violate hypernorms, especially when
economic cultures are involved. The values, missions and policies of a
corporation are most commonly associated with consistent norms. Lastly,

illegitimate norms are simply incompatible with hypernorms. As such, any
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activities by a corporation that breach hypernorms are not permitted for efficient
ethical economics.

To better understand hypernorms, Donaldson and Dunfee defined three
hypernorm categories that better enable corporations to manage and understand
the principles of ISCT. Procedural hypernorms represents stakeholders’ rights to
engage with the corporation. Individuals or groups must be able to enter in and
out of microsocial contracts, which would include the choice to do business with a
firm or to leave a job without ramifications or persecution. The concept of
structural hypernorms refers to political and social organization to promote justice
and economic welfare. The ability to own and transfer ownership of property and
assets is a critical element to promote social justice and economic welfare for the
creation and distribution of wealth. Lastly, substantive hypernorms may be the
most contentious because they are considered “fundamental concepts of the right
and good (Donaldson & Dunfee, 1999a).” Social justice is a necessary universal
function to ensure cohesion and the survival of communities. Simple concepts of
keeping promises and respect for human dignity are human rights all corporations
and societies must embrace to create trust amongst their stakeholders. A list of
substantive and procedural hypernorms consistent with fundamental international
rights are as follows:

The right to freedom of physical movement
The right to ownership of property

The right to freedom from torture

The right to a fair trial

The right to non-discriminatory treatment
The right to physical security

The right to freedom of speech and association
The right to minimal education



The right to political participation
The right to sustenance (Donaldson & Dunfee, 1999a)

Table 2. Categories of Hypernorms
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Type Definition Justification in Source Sample Hypernorms Recognition in
ISCT Literature of
Ethics
Structural Principles that Specification by Microsocial The duty to develop Adam Smith
establish and macrosocial contracts (at the and fulfill obligations
support essential contracts level of economic in connection with
background systems) social structures that
institutions in are efficient in
society achieving necessary
social goods
Procedural Conditions essential Specification by Macrosocial Rights of voice and Jurgens Habernas
to support consent macrosocial contracts exit essential to
in microsocial contracts support microscoial
contracts contracts
Substantive Fundamental Recognition by Governance of Promise keeping, Michael Walzer,
concepts of the right macrosocial human experience respect for human Chikuro Hiroike,
and contracts and intellectual dignity legal doctrine of
the good thought jus cogens

Source: Ties that Bind (Donaldson & Dunfee, 1999)

The ISCT decision process is a useful tool for mapping out acceptable

behaviors to guide managers (see Appendix C). As previously noted, bribery, or

“sensitive payments,” is considered a form of corruption for Western societies,

but that does not mean corporations do not struggle with the practice. Within

these home countries, bribing a stakeholder is illegal; therefore, it would not be

performed without consequences to the briber. Conversely, in some developing

countries, a small payment to low level officials is required in order to conduct

business. The bribery is accepted as a normal practice to compensate the officials

for their low salaries. It is speculated that the salaries are low with the

understanding that additional compensation will be gained by the briber. The
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concept is comparable to a waitress in the United States, except in America, they
are considered tips. Now consider a large contract for a project is going to be
awarded and an employee of the firm issuing the contract or a “consultant”
representing the issuing firm requires a large sum of money that will be pocketed.
Are both practices illegitimate? Do they breach hypernorms or are they within
the moral free space of that nation?

In both scenarios, the person accepting the bribe acted in their self-interest
rather than the best interest of the firm they represent. It could be concluded that
the bribe recipient acted unethically and it definitely violates a hypernorm. Such
behavior is not conclusive unless one understands the moral free space of the
community where the violation occurs. For instance, are small sums to low-level
officials a societal norm whereas large payments to a business are not? Another
element that complicates bribery is when economic efficiency is factored into the
equation. Will such payments negatively impact the economic efficiency of the
nation? Again, it seems obvious that bribery is economically inefficient. If a
transaction cannot occur with clear transparency or penalties for not engaging in
bribery, it fails the ISCT test. Unfortunately, by not bribing, corporations can lose
valuable contracts to unscrupulous competitors; and ones that may engage in
other activities that violate ISCT, such as environmental destruction or human
rights abuses. Because the problem is typically created by the host country,
corporations need to take a stand by encouraging better local laws and
enforcement and cooperating with others in their respective industries to create

economic efficiency for all.
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The interconnections between moral free space, consistent norms and
hypernorms are deep. ISCT also demonstrates why the systems approach to CSR
is needed regarding stakeholder management. Not only does ISCT give guidance
on how to ethically engage with stakeholders, but is also provides criteria for
dealing with conflict between stakeholders. By following the principles of moral
free space, local stakeholders can properly define their status so that conflicting
interests can be avoided. Additionally, hypernorms act in a similar capacity by
mandating the recognition of fundamental stakeholder claims. This is not to
imply that managing stakeholders and ethics using ISCT is easy. Corporate
practices and government institutions must be in place and aligned with local
customs and legal systems; all with ethical economic goals.

There are many tools that corporations can and should leverage to design
ethical systems. NGO watchdog groups are increasingly working closely with
businesses to deal with ethical dilemmas and promote universal practices for
organizations to follow. Working with a host of partners, Transparency
International (T1) has created a methodology to assist global organizations to
effectively address these complex issues. The integrated approach consisting of
internal, external, and collective action is comprehensive and practical. In
addition to TI’s guide, the organization also produces the corruption perceptions
index that ranks countries based on the level of corruption of each country and
provides visibility for corporations that desire to operate in different regions.
Similarly, Social Accountability International created a standard to certify,

monitor and manage labor practice abuses called SA8000:
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SAB8000 is based on the principles of international human rights norms as
described in International Labour Organisation conventions, the United
Nations Convention on the Rights of the Child and the Universal
Declaration of Human Rights. It measures the performance of companies
in eight key areas: child labour, forced labour, health and safety, free
association and collective bargaining, discrimination, disciplinary
practices, working hours and compensation. SA8000 also provides for a
social accountability management system to demonstrate ongoing
conformance with the standard (Social Accountability International).

By actively engaging with stakeholder groups, creating an ethical system
can be managed much more effectively. Additionally, when issues arise, third
party oversight and collaboration with NGOs can help mitigate potential public
relations disasters and wealth destruction. With over 2,000 NGOs that are
registered with the United Nations, there is not a shortage of assistance for
businesses looking to confront ethical issues.

More is required to help drive ethical systems down to the typical worker.
Policies are helpful, but often ineffective. Sustainable management practices are
necessary to create a corporate culture to avoid ethical lapses with global
stakeholders. Managers in the corporation must create values systems and lead by
example by exhibiting transparency in their financial and business transactions,
rewarding ethical behavior and making commitments to all of their stakeholders.
Employees need to be educated on what ethics mean, why the programs are
necessary to the viability of the firm, how the employee and companies benefit
from ethical practices, and how to deal with conflicts.

BP provides a scenario that brings the academic concepts to a real world
situation and better demonstrates the complexity and usefulness of ISCT and
ethical programs. Although BP has made many bad decisions over recent years

regarding the safety of stakeholders and its environmental impact, including the
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Texas oil refinery explosion, leaky pipeline in Alaska and the Deepwater Horizon
drilling incident in the Gulf of Mexico, it was once a darling of CSR practitioners.
Bribery presents many challenges. When BP first started doing business in
Angola, they allowed Angolan officials to enrich themselves because BP made
payments to the government, which were not disclosed to other stakeholders. The
state of Angola collected the payments through “legitimate” vehicles, such as
licensing fees and facilitating payments (to prevent delays in processes), but the
failure of the government to distribute the payments into social programs and the
disappearance of the money did not allow BP to claim complete innocence either.
In 2001, BP made a bold decision by committing to publish oil revenues as part of
their transparency policy. Although the decision could have resulted in Angola
terminating their contract, which would have resulted in the loss of billions of
dollars, BP stood their ground and continued to reveal all payments.

BP created a model for transparency in global business to thwart
corruption. Then CEO, John Browne stated, “At some point the dam will burst
and the companies who have been party to the authoritarian regime will get swept
up in the tide. We want to work in societies that are stable and progressive
(Batstone, 2003).” Browne’s leadership set a new precedent for the entire
organization. BP instituted an ethics code and internal reporting procedures for
ethical breaches. Externally, BP demonstrated a commitment to transparency and
accountability by being the first oil company to adopt full disclosure practices that
were consistent with T1’s framework. BP also understood that because the issues

were so complex, working with the NGOs Global Witness, the IMF and the
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World Bank would could enable them to implement integrated, transparent ethical
systems that align with the ISCT’s hypernorms and moral free space.

The example by BP in this case also led competitors to begin disclosing
transactions. Angola enacted a policy of transparency as a result of BP's actions
and pressure from NGOs. Angolan citizens have benefited from the policies, but
unfortunately the distribution of wealth to shareholders has been too limited, so
many in their society have not reaped the rewards. BP may have performed well
in creating transparency and driving ethical systems in this example, but recent
history proves sustainable management practices and better stakeholder
management globally are vital for BP to be a leader in CSR.

Systems thinking principles are paramount in any discussion of ethical
decision-making. By leveraging the ISCT coupled with programs, policies and
training, an ethical system can be created. The concepts within this chapter take
century old philosophies about the meaning of ethics to create an in-depth
understanding for how ethical systems can be created in global organizations. As
the ISCT demonstrates, economic efficiency is a necessity for the production and
distribution of wealth. Likewise, stakeholder management and ethical practices
are completely interrelated; therefore, they must be managed in a way that
exposes the direct influences that they have on one another. Ethical practices
clearly have an impact on the corporate, environmental and financial strategies of
the organization. When the ethics of the organization are compromised, the

effects are far greater than a public relations debacle or loss of revenue; the entire
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CSR system fails, resulting in destructive consequences for the organization as a

whole.
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CHAPTER 6
SUSTAINABLE MANAGEMENT PRACTICES

The review of CSR philosophies of global corporations in Appendix C
demonstrates that sustainability is frequently used synonymously with CSR.
However, these uses oftentimes ignore the importance of the many stakeholder
groups and ethical practices of corporations. As such, limiting social
responsibility to sustainability is insufficient. As previously noted, the most
common definition of sustainability is “meeting the needs of the present
generation without compromising the ability of future generations to meet their
own needs.” In a broad context, this definition is acceptable. Sustainable
management practices widen the scope of the definition of sustainability as it
relates to the corporation by adding other management principles. Environmental
practices, management strategies, long-term financial management and innovation
are the key concepts that provide clarity and an ease of application for businesses
seeking a comprehensive CSR strategy. Additionally, as it will be validated in
this chapter, the interrelationship between sustainable management practices,
ethical systems, and stakeholder management enables the corporation to create a
viable CSR system.

In 2009, MIT’s Sloan Management Review publication performed a study
where 1,500 executive and managers (Appendix D) were surveyed to understand
the link between sustainability and business strategy. The findings concluded that
there is a large focus on sustainability. More than 92 percent agreed that their

companies were addressing sustainability in some way. There was consensus on
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the challenges that sustainability is forcing corporations to deal with, such as the
subject is very “complex, interrelated, and secular, and that the corporate sector
will play a key role in solving the long-term global issues related to sustainability
(MIT 2009).” Most of the firms saw stakeholder management as a key driver that
better allows them to comply with government regulations, deal with customer
concerns and employee interest in sustainability.

Corporations are struggling with how to implement sustainable strategies.
There was agreement amongst most of the respondents that there was no common
definition and that improved frameworks were needed to understand the topic
better. The sustainability thought leaders from the survey did have ideas for
guidance:

» Adopt a broad, systems thinking approach to their business.

» Add scenario planning capabilities to decrease risk.

» Develop tracking, measuring and reporting capabilities.

» Retooling business functions to re-imagine how products are
designed, made and used.

» Enhancing capabilities in innovating organizational models and
management practices (MIT, 2009).

The findings are clearly aligned with the proposed definition.
Furthermore, the financial value (Appendix E) that can be derived by
implementing sustainable management practices is essential for the production
and distribution of wealth and justifies the cost incurred for measurement.

The second installment of the MIT study was performed and provided
encouraging results for CSR supporters. Even with the economic downturn, 60

percent of the companies surveyed increased their spending on sustainability in

2010, with embracers investing more aggressively in 2011. The report divided
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sustainability focused corporations into two segments, embracers and cautious
adopters. Embracers are most often corporations that are larger, industrial-based
businesses in expanding markets. They have a clear business case and strategies
for sustainability that drives real competitive advantage (see Appendix F).
Furthermore, embracers see sustainability as a means to produce wealth by
obtaining new customers and increased profits. Cautious adopters are primarily
focused on short-term benefits that can be easily measured, such as reducing
energy consumption and decreasing waste. Although embracers' and cautious
adopters' motives vary for sustainability strategies (see Appendix G), economics,
environmental issues and stakeholder management are drivers that directly align
with the proposed CSR definition (MIT, 2011).

As the two studies indicate, sustainable management practices are
necessary for CSR success. The business strategies that corporations utilize can
allow them to thrive or potentially lead them to their demise. With the average
longevity of a corporation at 40-50 years, better sustainable management practices
need to be employed (Bragdon, 2006). Figure 4 provides a path for corporations
to follow by executing a five stage framework, which in turn will enable them
to realize their CSR objectives. Cautious adopters have moved from stage 2 and
are achieving stage 3 strategies, whereas embracers are creating and
implementing an integrated strategy in stage 4. Stage 5 means that the
corporation is “continually demonstrating that they can and must be profitable and
successful as a business in order to make sustained positive contribution to a

regenerative society and environment (Senge et al, 2008).” For firms that have
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achieved stage four or five, CSR becomes enshrined in the corporate culture and
expected by stakeholder groups. As such, a deviation from CSR by stage four and

five firms would result in significant ramifications to the corporation.

Figure 4. Five Stages and Emerging Drivers for Sustainability
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Moving through the stages requires genuine commitment and is not easy.
Business strategies are utilized by all organizations at some level. But sustainable
management strategies need to be the guiding principles for corporations, and are
a requirement for those seeking to become socially responsible. The core values
of a corporation need to come from executives, including the board of directors.
A corporate culture that aligns with CSR to drive ethical behavior, stakeholder
engagement and societal concerns can achieve stage 5. Aspirational values that
create a vision for long-term success not only motivates employees, it causes

them to think about the future of the organization and their roles. An open culture
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allows the employees to contribute ideas and understand why the contributions of
the corporation and their activities are important to something much larger than
themselves, such as society. When CSR values run deep, standards are created
within the corporation that transcend to suppliers, communities and countries
where they operate (Kanter, 2009).

Management strategies have been practiced for decades and business
schools churn out thousands of MBASs every year to teach professionals on the
importance of strategy. Sustainability requires corporations to think about the
long-term impacts of their operations on society and how to remain in business
for centuries. No matter how well a corporation performs planning or whether it
employs the smartest people to think about the future, the reality is that they are
not able to predict the future accurately. Scenario planning is a requirement to
achieve these objectives. The massive amounts of data available that must be
collected and evaluated is daunting. Additionally, driving forces that affect
society, technology, economies, politics and the environment must be understood.
Most businesses will collect and analyze the aforementioned data types and create
a business plan that may be short and/or long-term focused. However, one plan is
not sufficient. Scenario planning forces strategists to think about multiple
business strategies, or plots, to deal with issues that may be revealed
unexpectedly. The plots are played out to test their viability and correct the errors
that arise. Like any strategy, and especially ones that try to predict the future,

scenario planning will not accurately predict every detail, but it will make
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corporations better prepared to manage uncertainty, deal with a varied set of
challenges, reduce risk and ensure their sustainability practices are coherent.

The road to achieving CSR success is fraught with challenges, and is
especially true for corporations that have not started the journey. Because the
proposed CSR system is considered to be a requirement for businesses,
corporations that need to move from stage one to stage two, or stage two to stage
three, Ackoff’s systems model of idealized design should be harnessed. The core
management principle of idealized design is interactive planning, which requires
managers to focus their planning efforts on determining where the company wants
to be in the future, rather than where the organization is today with planning that
tends to be limited to the near-term. ldealized design management practice
necessitates a focus on the future and creating an adaptable system, which directly
aligns with the sustainable management practices required for CSR.

The first step of idealized design is to “formulate the mess.” In order to
formulate the mess, management determines how the organization will destroy
itself, which in this case is the corporation’s failure to engage in CSR. A failure
to fulfill the purpose of the corporation, manage stakeholders effectively, produce
ethical systems and execute sustainable management practices will destroy the
organization over time. Next management performs ends planning to identify the
gaps between the current state of the business and future state, which is the CSR
vision of the corporation it desires to become. Although resource planning is a
common management function, for idealized design the process can be much

more complicated because managers are not accustomed to planning for a
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significant corporate transformation. Regardless, it must be conducted so that the
design of the implementation can be used to allocate and schedule the applicable
resources. Lastly, the design of controls are developed to determine monitoring
of the system and create resiliency to adjust for unforeseen results that scenario
planning did not uncover. ldealized design helps managers to not only achieve
their CSR objectives, but it promotes a better understanding of the system,
enhances creativity, simplifies the planning process and accelerates
implementation (Ackoff, 2006).

Financially speaking, in order for a corporation to endure and flourish,
sustainable growth is required, which was originally defined in the McGraw-Hill
Dictionary of Modern Economics as “a rise in per-capita real income or per-capita
gross national product that is capable of continuing for a long time. A condition
of sustainable economic growth means that economic stagnation will not set in
(Senge et al, 2006).” Not only is economic stagnation bad for companies, it is bad
for societies. The productive use and management of capital and resources is
crucial. Capital can be categorized into four functions for the organization. By
instilling a corporate culture that aligns with CSR, human capital can be
optimized for the benefit of the organization. Manufactured capital, which
includes infrastructure, factories and technology, facilitates the firms ability to
produce assets required to run the business. As pointed out numerous times
throughout the research here within, financial capital is a requirement for both the
production and distribution of wealth. Additionally, managers must not just use it

wisely from an accounting perspective, but also understand how to avoid short-
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term decision-making to appease shareholders. Lastly, natural capital is the
resources provided to man by nature and most associated with environmental
sustainability (Hawkins et al, 1999). All four forms of capital are used in
industrial systems to create products. It is essential that the management of this
capital be used in a sustainable manner.

The environmental degradation caused by humans as a result of our over-
utilization of resources cannot persist. Industrial ecology is the “concept of fitting
together different businesses in an integrated design where waste-by-products in
one become resources for another (Senge et al, 2008).” Figure 5 shows the stark
differences between the ways a natural system works compared to industrial
systems commonly found today. The damage that is being done to the
environment is staggering. And with a global population of over 6 billion
people that continue to multiply, and increased levels of economic expansion,

businesses must lead the change necessary to avoid environmental catastrophe.
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Figure 5. Natural Systems Compared to Industrial Systems

Lok 3¥STEME FOLLOW C¥ILES

Livisg
SYSTTM

Fegeneraior Dagay

I DLUSTARAL-AGE SySTEMS D0 NOT

retmitt Sairs
it G00cs IN ' Go0Ts 14

FaopucTion LISE

Wase From T
i LCincard

ke b
Fredictin:

e

Source: MIT Sloan Management Review (Senge & Carstedt, 2001)

Global warming may make for excellent entertainment for political
pundits, but the pollution created by business is real. Whether one does or does
not believe that global warming is exaggerated, the fact remains that chemicals
and pollutants are creating major health issues and environmental degradation.
We know that the environment and humans can only absorb a limited amount of
toxins before our biological systems deteriorate. These problems are not isolated
to one type of industry or country either. Air pollution causes over two million
deaths annually (Wargo, 2009). Approximately a half billion people don’t have
access to safe drinking water (WHO, 2011) and water pollution takes over 5
million lives away each year (About.com, 2011). Simply put, the industrial age

systems are not sustainable.
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Systems thinking principles can be applied to industrial systems to achieve
environmental responsibility. Figure 6 visualizes how such a system works
through the biomimicry of natural systems. This is not a novel concept either.
Many corporations have designed their products and processes to minimize, if not
completely eliminate, the waste created through their activities (Senge & Carstedt,
2001).

Figure 6. A Cyclic Industrial System that Mimics Nature
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To assist businesses to recreate industrialism, The Natural Step provides a
comprehensive strategy that can be used to create biomimicry for the construction
ecologically sustainable society. The Natural Step has been successfully used
globally for businesses and governments alike. Systems thinking is a core
concept for The Natural Step and is leveraged to create the four system
conditions:

» Nature is not subject to systematically increasing concentrations of

substances extracted from the Earth’s crust. The essence of this

condition is that societies should use natural materials wisely and
reduce our dependence on fossil fuels.
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» Nature is not subject to systematically increasing concentrations of
substances produced by society. Humans must reduce pollution in the
air, water and land by eliminating the use of chemicals and industrial
waste.

* Nature is not subject to systematically increasing degradation by
physical means. Ecosystems are required to be well managed, such as
through responsible forestry and agriculture.

* Human needs are met worldwide. From an environmental context,
examples include water management and sustainable food production
(Robert, 2002).

In order for corporations to evolve from the Industrial Age, they must
embrace innovation. Corporations need to eliminate waste from their production
practices, create products that are biodegradable, restore natural systems when
possible (e.g. trees, clean water) and use clean energy. Capitalism and
sustainability must and can co-exist. A revolution of environmental “creative
destruction” that aligns with industrial ecology to drive sustainability will enable
such practices. Economist Joseph Schumpeter defined “creative destruction” as:

the fundamental impulse that sets and keeps the capitalist engine in motion

comes from the new consumers’ goods, the new methods of production or
transportation, the new markets... [This process] incessantly

revolutionizes the economic structure from within, incessantly destroying
the old one, incessantly creating a new one (Schumpeter, 1942).

Although innovation must be a management practice for any corporation to
survive, for those seeking to employ sustainable business practices, innovation
must be a core strategy to create and distribute wealth and improve stakeholder
relations. Drucker (1985) also saw the importance of innovation and driving it as
a management discipline that can be systematized. Corporations can use
management strategies to facilitate the design of new products and establish new
markets. Sources for innovation must be sought, learned and practiced. The

applications of these principles are what drive successful innovation.
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Many corporations have adopted environmental “creative destruction” as a
core tenet for managing their businesses. In business terms, industrial ecology is
generally referred to as zero-waste-to-landfill or a closed-loop system. Interface, a
flooring manufacturer has created multiple products using industrial ecology in an
effort to achieve their Zero Mission commitment. Japan’s Ricoh Corporation
manages the impact of their entire product lifecycle through their Comet Circle by
reusing parts, remanufacturing, closed-loop and materials recycling. When Ricoh
is able to reclaim a product from a customer, only three percent of their product
has gone to a landfill. In 2010, consumer products maker Proctor & Gamble
opened their first zero-waste manufacturing plant in the US and their ninth
overall. The Dutch flower industry grows flowers in rock wool and recycles the
water to minimize the use of pesticides and fertilizers, as well as reduce costs and
improve product quality to drive competitive advantages. Additionally, the
industry is furthering innovation to create a “closed greenhouse” that captures
heat and reuses it in the greenhouse or homes in the vicinity.

Where some companies are aligning current products with
environmentally sustainable management practices, others are seeking to use
creative destruction for the development of new technologies. Italy’s Enel Green
Power has a diversified portfolio for renewable energy that includes wind,
geothermal and hydro power. Renewable energy is excellent for society and the
environment, but Enel is executing sustainable business strategies by diversify in
the event that one or more of the technologies is not accepted in the market, which

is exactly what has happened to competitors that only develop wind turbines.
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German, Chinese and US corporations are global leaders in solar power. The
price of solar has been the primary obstacle to success, and those costs are
continuing to decrease. The industry’s primary technology is photovoltaic, which
has been advancing rapidly; however, nanotechnology may leapfrog photovoltaic
in the coming decades. Tesla Motors, is leading the automotive industry is using
innovation for the development of electric cars to reduce greenhouse gases. Tesla
is doing what existing auto manufacturers have failed to enact successfully.

In his many writings about systems thinking, the corporation’s role in
society and re-creating the corporation, Ackoff (1974, 1999, 2002) did not include
sustainability as a business requirement. The evidence provided here within
proves otherwise. As many businesses are demonstrating, environmental
sustainability is a core function of their operations and continues to grow.
Embracers are leading the way and cautious adopters understand the importance
of sustainability for their future success. Stakeholders are demanding that
corporation’s behave more responsibly; environmental practices are at the top of
that list. Furthermore, the proposed definition of CSR is not limited to
environmental sustainability and includes many other essential management
practices to drive longevity of the organization. It can be argued that Ackoff’s
management philosophy of idealized design and Schumpeter’s proven concept of
creative destruction are synonymous at their core by “incessantly destroying the
old one, incessantly creating a new one (Schumpeter, 1942).” ldealized design is
a sustainable management practice. Due to these facts, the practice of managing

a business sustainably must be a core part of the CSR system.
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Scenario planning, financial management focused on the long-term,
aligning with effective environmental strategies and driving innovation are
necessary sustainable management practices; however, taken alone, they are not a
prescription for guaranteed success, rather they are proven concepts that should be
leveraged. A corporation must execute these programs and build the strategies
into a larger CSR strategy. Other sustainable business practices that should be
leveraged by corporations include “greening” the supply chain and performing
lifecycle assessments to improve processes and stakeholder relations;
management principles such as organizational design, recruiting and retaining
talent, and organizational learning improve corporate performance and ethical
systems; and enforcing behavior through incentives and using technology to
monitor and manage sustainability programs improves a corporation’s financial
management. However, because each organization is unique, operates in one or
more countries, and competes in different industries, there many other means to
achieve successful sustainability practices that corporations can consider. As
such, in order for a corporation to create a CSR system, sustainable management
practices are required because they directly influence the production and
distribution of wealth, stakeholder management and implementation of ethical
systems. And as substantiated in this chapter, a systems model is key to enabling

their CSR goals.
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CHAPTER 7
THE SYSTEMS AGE AND CORPORATE SOCIAL RESPONSIBILITY

To demonstrate that CSR is not a fad or newer concept, one needs to
reference the origins for what a business means. The word company comes from
the Latin phrase com panis, which means “the sharing of bread.” The original
word for business in Swedish, narings liv, means “nourishment for life” and in
ancient Chinese it is “life meaning.” Based on these meanings, it could be argued
that businesses have lost their way over the centuries and are merely returning to
their roots. Society is placing greater demands on corporations and in general,
they are responding; albeit some more so than others. CSR as a system are a
requirement to transform corporate activities.

The Industrial Age revolutionized every industry, from agriculture to
manufacturing and resource extraction to transportation. The innovations during
this period had a profound effect on economic development and societies. The
destruction to the environment by the Industrial Revolution is now well known.
The Machine Age expanded the development of mankind and businesses with
technological developments such as the computer, Internet and telephone. The
Machine Age fostered the analytical framework of reductionism, which is “the
belief that everything in the world and every experience of it can be reduced,
decomposed, or disassembled down to ultimately simple elements, invisible parts

(Ackoff, 1973).” The cause and effect relationship between parts led to great
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discoveries, knowledge and solve problems, but it proves to be insufficient for
understanding the whole.

The Systems Age is upon us and new models of thinking are needed to
prosper. By focusing on the whole, the relationships between the parts and how
they affect the whole will create a significant change in the practices of
corporations. The corporation is part of a large purposeful system, society. The
same is true for CSR, which is a “part” of the corporation. As evidenced in this
body of work, the parts, or functions, of CSR — the production and distribution of
wealth, stakeholders, ethical systems and sustainable management practices. —
“serve the purposes of the system of which they are part of. (Ackoff, 1973).” The
parts of CSR cannot be managed independently any longer. Even though many of
other definitions of CSR include the same or similar parts, there has not been a
purposeful effort to balance the interrelationships of the parts, nor has there been
enough thought leadership on how the parts influence each other and the larger
system.

The Systems Age necessitates such thinking, which is why the CSR
definition presented here within differs from previously documented definitions.
The definition contends corporate social responsibility is a business system that
enables the production and distribution of wealth for the betterment of its
stakeholders through the implementation and integration of ethical systems and
sustainable management practices. Scholarly work by leading academics
developed a sound foundation for CSR philosophies and practices. Corporations

were able to use the concepts to execute socially responsible business strategies.
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However, corporations continue to struggle with what CSR means to their
organizations and societies. Through trial and error, corporations have learned
much about CSR and have improved their effectiveness in executing successful
programs, but the positive results have been limited to just to forward looking
global corporations.

By affirming that the purpose of the corporation is to produce and
distribute wealth to stakeholders, the definition of CSR progresses. Both
renowned economists and management experts agree that the role of the
corporation needs to be elevated in society for economic activity to flourish.
Profits are essential, but the corporation has so many more contributions that it
can make to benefit their stakeholders. With over six billion people on the planet,
only the corporation can meet societal needs. The principles of capitalism can
create and distribute wealth for all countries in every continent if governments are
willing to accept proven forms of economic development. Although it is unlikely
that capitalism will succeed on a global scale, the CSR definition presented helps
to make capitalism less “evil” and more broadly accepted. By integrating the
purpose of the corporation with stakeholder management, ethical systems and
sustainable management practices, a CSR system is created that generates
economic prosperity.

Although stakeholder management is seen as a critical function for
corporations to embrace in general, it is difficult for any organization to perform,
let alone one’s seeking to employ it as part of their CSR strategies. Integrating

the influences of investors and lenders, consumers and customers, governments,
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suppliers, employees and debtors, plus their many subsets, as part of a CSR
system further complicates the challenges for managers. It has been demonstrated
that NGOs must be included as a stakeholder due their ability to impact the
decisions organizations must make. The diverse needs of these groups can only
be realized through CSR. Distributing wealth, ethical performance by the
corporation and sustainable management practices improve the ability of the
corporation to manage these key constituents globally and create competitive
advantage. Social media will continue to be a tool that a corporation can leverage
to their benefit, or if they do not effectively manage their business in a socially
responsible manner, social media can be the source of major problems. It has also
been argued that philanthropy is advised, but optional due to their fiduciary
relationship with investors. However, by executing strategic philanthropy, the
conflict can be resolved and the many stakeholders groups can benefit.
Stakeholder management has deep roots in CSR. The addition of some divergent
concepts presented here within provides new insights for stakeholder management
to achieve enhanced levels of CSR for global leadership by the corporation.

When taken into a global context, it is fair to state that ethics presents the
greatest challenges. There are simply too many areas where ethical breaches can
occur, such as human rights, corruption and economic freedom. Whether
businesses realize that they do or do not have a contract with society, they in fact
do. For corporations that practice CSR, following local laws is insufficient. The
Integrated Social Contracts Theory is an essential guide for corporations to utilize

for the handling of the many dilemmas managers are faced with. Understanding
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hypernorms and the moral free space global corporations operate within will
enable organizations to create the policies, programs and measurement systems
for success. There is little question that ethical breaches by corporations are not
sustainable management practices, erode wealth and damage stakeholder
relations. As such, it is imperative that these business functions are managed as a
part in the CSR system.

The inclusion of sustainable management practices as a part of the system
requires the corporation to go beyond environmental sustainability, which the
term sustainability is most associated with. However, only performing
environmental sustainability is too limiting. Sustainable management practices
encompass innovation, long-term financial management and scenario planning to
create an adaptable, enduring entity that ensures the business will be able to
fulfill its’ purpose to produce and distribute wealth for generations. In addition to
other the important sustainable management practices recommended, if a
corporation has not implemented any CSR practices, idealized design would be
necessary to reinvent the way the company thinks and operates.

The environmental degradation by corporations continues to increase. The
effects clearly negatively impact stakeholders. Although some will argue that
wealth is created by minimizing the expenses by the corporation by using
industrial age processes to produce goods, but it is becoming clearer that
environmental degradation destroys wealth. Data is continually being produced
that shows that the real cost of products is not recognized because stakeholders

end up paying for environmental messes in the form of taxes dollars or healthcare
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costs. Ensuring that businesses minimize their impact on the environment is
critical; however, unleashing the forces of creative destruction is the resolution to
the problem. Industrial ecology can revolutionize corporate environmental
practices, while driving economic value for stakeholders and creating resiliency
for the longevity of the corporation. Innovations in renewable energy and
creating new business models are other management practices that can produce
substantial societal benefits and effective CSR. Sustainability means businesses
must understand how their decisions affect societies over generations.
Sustainable management practices are an essential component of the CSR system.
The proposed definition is comprehensive, directly aligns with economic
and management theory and is desired by businesses as they try to create new
forms of value, which makes this definition a necessity for corporations to
execute CSR systems. Furthermore, the definition has been tested against
business use cases that were reviewed in this document, as well as other uses
cases. Is Monsanto behaving ethically or practicing “sustainable agriculture” by
producing genetically modified seeds or is eradicating poverty in developing
nations their CSR strategy? Did Johnson & Johnson/McNeil breach their “credo”
when they had a delayed recall of medicine? Is the fact that McDonald’s serves
food that is mostly unhealthy a breach of CSR practices? All of these questions
are complex, but if managed within a CSR system, the issues can be dealt with
effectively. The influence of the parts on each other and the whole are the only

way to determine if the system is functioning properly.



72

The corporation must continue to evolve their way of behavior and align
with society’s expectations and the paradigm shift the Systems Age will
necessitate. In the future, CSR may be a concept of the past because all
corporations will behave in socially responsible way. The future is unknown, but
corporations are certainly realizing that they are a part of the whole, society. As
such, businesses are required to adapt, and those that do not, will cease to exist

and replaced by corporations that function properly in the system.



73

REFERENCES

About.com. (2011). World Water Day: A Billion People Worldwide Lack
Safe Drinking Water. Retrieved March 12, 2011, from
http://environment.about.com/od/ environmentalevents/a/waterdayga.htm

Ackoff, R., Madidson, J., & Addison, H. (2006). Idealized Design: How to
Dissolve Tomorrow’s Crisis...Today, Upper Saddle River: Wharton School
Publishing.

Ackoff, R. (1996). On learning and the systems that facilitate it. Reflections,
1(1), 14-24.

Ackoff, R. (1973). Planning in the systems age. Sankhya: The Indian Journal
of Statistics, Series B, 35(2), 149-164.

Ackoff, R. (1999). Recreating the corporation, New York: Oxford University
Press.

Ackoff, R. (1974). Redesigning the Future, New York: John Wiley and Sons.

Ackoff, R. (2002). The corporation as a community, not as a corpus.
Reflections, 4(1), 14-21.

Agle, B., Donaldson, T., Freeman, R.E., Jensen, R., Mitchell, R., & Wood,
D. (2008). Dialogue: Toward superior stakeholder theory. Business Ethics
Quarterly, 18(2), 153-190.

Angolan Oil Payments Transparency. (2003, June 20). Ethical Corporation.
Retrieved from http://www.ethicalcorp.com/content.asp?ContentID=750

Barton, D. (2011). Capitalism for the long-term. Harvard Business Review,
89(3), 84-91.

Batstone, D. (2003). Saving the corporate soul & (who knows?) maybe your
own, San Francisco: Jossey-Bass.

Beinhocker, E. (2006). The Origin of Wealth: Evolution, Complexity, and the
Radical Remaking of Economics. Boston: Harvard Business School Press.

Bernstein, A. (2010). The Case for Business in Developing Economies.
Johannesburg: Penguin.



74

Bowen H.R. 1953. Social responsibilities of the businessman. Harper and
Row: New York.

Bragdon, J. (2006). Profit for Life: How Capitalism Excels. Cambridge:
Society for Organizational Learning.

Brundtland Commission. (1987). World Commission on Environment and
Development. Our common future. Oxford: University Press.

Business for Social Responsibility. (2008). BSR/Cone corporate social
responsibility in a new world survey 2008. Retrieved from
http://www.bsr.org/files/BSR_Cone_2008_ Survey.pdf

Business for Social Responsibility. (2009). BSR/GlobeScan state of
sustainable business poll 2009. Retrieved from
http://www.bsr.org/reports/BSR_GlobeScan_ Poll_2009_FactSheet.pdf

Carroll, A.B. (1979). A three-dimensional conceptual model of corporate
performance. The Academy of Management Review, 4(4), 497-505.

Carroll, A.B. (1999). Corporate social responsibility — evolution of a
definitional construction. Business and Society, 38(3), 268— 295.

Carroll, A.B. The pyramid of corporate social responsibility: toward the moral
management of organizational stakeholders, Business Horizons, July-August
1991.

Cassidy, J. (2011, February 28). Prophet motivation. New Yorker, 87(2), 32-
35.

Two-faced capitalism. (2004, January 24). The Economist, 370(8359), 59-60.

Dahlsrud, A. (2006, November 9). How corporate social responsibility is
defined: An analysis of 37 definitions. Corporate Social Responsibility and
Environmental Management, 15, 1-13. doi:10.1002/csr.132

Davis, 1. (2005). What is the business of business? The McKinsey Quarterly.
2005(3), 104-113.

Davis, S., Lukomnik, J., & Pitt-Watson, D. (2006). The New Capitalists: How
Citizen Investors are Reshaping the Corporate Agenda. Boston: Harvard Business
School Press.

Diamond, J. (2005). Collapse: How Societies Choose to Fail or Succeed. New
York: Penguin.



75

Donaldson, T. & Dunfee, T. (1999). Ties that Bind: A Social Contracts
Approach to Business Ethics. Boston: Harvard Business School.

Donaldson, T. & Dunfee, T. (1999). Ties that bind in business ethics: Social
contracts and why they matter. Journal of Banking and Finance, 26(9), 1853-65.

Donaldson, T. & Dunfee, T. (1999). When ethics travel: The promise and
peril of global business ethics. California Management Review, 41(4): 59.

Drucker, P. (2008). The Essential Drucker: The Best of Sixty Years of Peter
Drucker's Essential Writings on Management. Harper: New York.

Drucker, P. (1985). Innovation and Entrepreneurship. New York: Harper.

Drucker, P. (1955). Integration of people and planning. Harvard Business
Review, November-December: 35-40.

Edelman. (2011). Edelman Trust Barometer Global Deck. Retrieved from
http://www.edelman.com/trust/2011

Emmet, D. (1968). Ethical Systems and Social Structures. In International
Encyclopedia of the Social Sciences. Retrieved February 3, 2004, from
http://www.encyclopedia.com/topic/ethics.aspx

Esty, D. & Winston, A. (2006). Green to Gold: How Smart Companies Use
Environmental Strategy to Innovate, Create Value, and Build Competitive
Advantage. New Haven: Yale University Press.

EU investigates oil giants. (2003, June 12). BBC News Online, Retrieved
from http://news.bbc.co.uk/1/hi/business/2984006.stm

EuC2C. (2011). Flowers from the Netherlands: Innovations from the old
masters. Retrieved March 24, 2011 from
http://www.euc2c.com/graphics/en/pdfs/mod9/Flowers-Netherlands.pdf

Frederick, W. (2006). Corporation, be good! The story of corporate social
responsibility. Indianapolis: Dog Ear Publishing.

Freeman, R.E. (2009). Can stakeholder theorists seize the moment? Journal of
Corporate Citizenship, Winter 2009(36), 21-24,

Freeman, R.E. (1983). Stockholders and stakeholders: A new perspective of
corporate governance. California Management Review, 25(3), 88-106.

Freeman, R.E., (1984). Strategic Management: A Stakeholder Approach.
Boston: Pitman.



76

Frieden, J. (2006). Global Capitalism: Its Fall and Rise in the Twentieth
Century. New York: W.W. Norton.

Friedman, M. (1962). Capitalism and Freedom. Chicago: University of
Chicago Press.

Friedman, M. (1970, September 13). The social responsibility of business is
to increase its profits. New York Times Magazine.

Goleman, D. (2009). Ecological Intelligence. New York: Broadway Books.

Greenbiz.com. (2010, December 10). “P&G Unveils First North American
Zero-Waste Plant.” Retrieved from
http://www.greenbiz.com/news/2010/12/10/p-g-unveils-first-north-american-zero-
waste-plant

Growing pains. (2010, April 17). The Economist, 395(8678), 69-70.

Handy, C. (2002). What’s a business for? Harvard Business Review, 80(12),
49-56.

Harrison, J., & Freeman, R. (1999). Stakeholders, social responsibility, and
performance: Empirical evidence and theoretical perspectives. Academy of
Management Journal, 42(5), 479-485.

Hawken, P. (2007). Blessed Unrest: How the Largest Social Movement in
History is Restoring Grace, Justice, and Beauty to the World. New York:
Penguin.

Hawken, P., Lovins, A., & Lovins, L. (1999). Natural Capitalism: Creating
the Next Industrial Revolution. New York: Back Bay.

Hussain, W. (2005). An alternative to the fiduciary theory of the corporation.
Retrieved from University of Pennsylvania, Wharton School Legal Studies and
Business Ethics Web site: http://Igst.wharton.upenn.edu/documents/research/
An%20Alternative %20t0%20the%20Fiduciary%20Theory%200f%
20the%20Firm.pdf

Interface, Inc. (2011). Biomimicry. Retrieved March 23, 2011 from
http://www.interfaceglobal.com/Sustainability/Sustainability-in-
Action/Biomimicry.aspx

International Standards Organization. (2010). ISO 26000 project overview.
Retrieved March 12, 2011 from, http://www.iso.org/iso/iso_26000_project
overview.pdf



77

Kanter, R. (2009). Supercorp. New York: Crown Publishing.

Knowledge@Wharton. (2007). Building Companies That Leave the World a
Better Place. Retrieved from http://knowledge.wharton.upenn.edu/article.cfm?
articleid=1670

Kolk, A. (2003). Trends in sustainability reporting by the Fortune Global 250.
Business Strategy and the Environment, 12(5).

Lee, M. (2008). A review of the theories of corporate social responsibility: Its
evolutionary path and the road ahead. International Journal of Management
Reviews, doi: 10.1111/j.1468-2370.2007.00226.x

Let a million flowers bloom. (2011, March 12). The Economist, 398(8724),
79-81.

Levis, J. (2006). Adoption of corporate social responsibility codes by
multinational companies. Journal of Asian Economics,
doi:10.1016/j.asiec0.2006.01.007

Lubin, D. & Esty, D. (2010). The sustainability imperative. Harvard Business
Review, 88(5), 42-50.

Masaka, D. (2008). Why enforcing corporate social responsibility (CSR) is
morally questionable”, Electronic Journal of Business Ethics and Organizational
Studies, 13(1), 13-21. http://ejbo.jyu.fi/pdf/ejbo_voll3 nol pages 13-21.pdf.

Massachusetts Institute of Technology. (2011). Sustainability: The
‘embracers’ seize the advantage. MIT Sloan Management Review. Retrieved from
http://c0426007.cdn2. cloudfiles.rackspacecloud.com/MIT-SMR-BCG-
sustainability-the-embracers-seize-advantage-2011.pdf

Massachusetts Institute of Technology. (2009). The business of sustainability:
Findings and insights from the first annual business of sustainability survey and
the global thought leaders’ research project. MIT Sloan Management Review.
Retrieved from http://www.mitsmr-ezine.com/busofsustainability/2009#pg1

McCraw, T. (2007). Prophet of Innovation: Joseph Schumpeter and Creative
Destruction. Cambridge: Belknap: Cambridge. p 359-360.

Mendonca, L. & Miller, M. (2007). Exploring business’s social contract: An
interview with Daniel Yankelovich. The McKinsey Quarterly, 2007(2), 65-73.

Merriam-Webster. (2011). Retrieved from, http://www.merriam-webster.com



78

Milton Friedman goes on tour. (2011, January 29). The Economist, 398(8718),
63.

Mobile work. (2010, October 30). The Economist, 397(8706), 73.
Murk meter. (2010, October 30). The Economist, 397(8706), 66.
Not just wind. (2010, October 16). The Economist, 397(8704), 76.

(Not yet) marching as to war. (2009, November 7). The Economist,
393(8656), 57-58.

Noted economist says corporate social responsibility is irresponsible (2005,
January 25). Ethical Corporation. Retrieved from http://www.ethicalcorp.com/
content.asp?ContentiD=3415

Oh, Mr. Porter. (2011, March 12). The Economist, 398(8724), 78.

Porter, M. & Kramer, M. (2002). The competitive advantage of corporate
philanthropy. Harvard Business Review, 80(12), 56—69.

Porter, M. & Kramer, M. (2006). Strategy & society: The link between
competitive advantage and corporate social responsibility. Harvard Business
Review, 84(12), 78-92.

Power to the people. (2010, December 4). The Economist, 397(8711), 70-71.

Prahalad, C.K., & Hart, S. (2006). The fortune at the bottom of the pyramid.
Strategy+Business. 26, 1-14. Retrieved from
http://www.cs.berkeley.edu/~brewer/ict4b/ Fortune-BoP.pdf

Reaching for a longer spoon. (2010, June 5). The Economist. 395(8685), 69-
70.

Ricoh Corporation. (2011). Concept of a Sustainable Society. Retrieved
March 23, 2011 from
http://www.ricoh.com/environment/management/concept.html

Robert, K. (2002). The Natural Step Story: Seeding a Quiet Revolution.
Gabriola Island, B.C.: New Catalyst.

Schumpeter, Joseph (1942). Capitalism, Socialism and Democracy. New
York: Harper & Brothers. p 110.

Schumpeter, J. (1949, 30 December). The March Into Socialism; Transcript of
American Economic Association. New York.



79

Schwartz, P. (1991). The Art of the Long View. New York: Doubleday.

Senge, P. & Carstedt, G. (2001). Innovating our way to the next Industrial
Revolution. MIT Sloan Management Review, 42(2), 24-38.

Senge, P., Laur, J., Schley, S., & Smith, B. (2006). Learning for
Sustainability. Cambridge: Society for Organizational Learning.

Senge, P. (1990). The Fifth Discipline: The Art and Practice of the Learning
Organization. New York: Doubleday.

Senge, P., Smith, B., Kruschwitz, N., Laur, J., & Schley, S. (2008). The
Necessary Revolution: How Individuals and Organizations are Working Together
to Create a Sustainable World. New York: Doubleday.

Smith, R. (2005). Defining corporate social responsibility. University of
Pennsylvania, Graduate School of Arts and Sciences, Organizational Dynamics.

Smith, R. (2003). Environmental economics. University of Pennsylvania,
Graduate School of Arts and Sciences, Organizational Dynamics.

Smith, R. (2010). Environmental sustainability: The future of paper.
University of Pennsylvania, Graduate School of Arts and Sciences,
Organizational Dynamics.

Smith, R. (2008). Sarkozy’s Missing Link: Innovation and Entrepreneurism.
University of Pennsylvania, Graduate School of Arts and Sciences,
Organizational Dynamics.

Tapscott, D., Ticoll, D., & Lowy, A. (2000). Digital Capital: Harnessing the
Power of Business Webs. Boston: Harvard Business School Press.

Tapscott, D. (2011, March 7). Why corporate social responsibility is a vital
ingredient of business success. Message posted to http://www.i-
cio.com/blog/march-2011/don-tapscott-on-corporate-integrity

The Apparatgeist calls. (2010, January 2). The Economist. 394:(8663), 56-58.

Gibney, A. (Director/Producer/Writer), Kliot, J. (Producer) (2005). Enron:
The smartest guys in the room [DVD]. United States: Magnolia Pictures.

Tesla Motors. (2011). Go electric. Palo Alto, CA. Retrieved March 24, 2011
from http://www.teslamotors.com/goelectric/environment



80

The case for improvement. (2011, January 15). The Economist. 398:(8716),
30-31.

The McKinsey global survey of business executives: Business and society
(2006). The McKinsey Quarterly. 2, 33-39.

The Global Compact. (2005). Business against Corruption: A Framework for
Action. UN Global Compact, International Business Leaders Forum and
Transparency International. Retrieved from
http://www.globalcompact.org.ua/img/publications/
BACtextcoversmallFINAL.pdf

The next billion geeks. (2010, September 4). The Economist. 396:(8698), 66-
67.

van Marrewijk, M. (2003). Concepts and definitions of corporate social
responsibility: Between agency and communion. Journal of Business Ethics. 44,
95-105.

Wargo, J. (2009). Green Intelligence: Creating Environments that Protect
Human Health. Yale University Press: New Haven.

Willard, B. (2005). The Next Sustainability Wave: Building Boardroom Buy-
in. Gabriola Island, B.C.: New Society.

World Health Organization. (2008). Air quality and health. Washington, DC.
Retrieved from http://www.who.int/mediacentre/factsheets/fs313/en/index.html

World Wildlife Fund. (2011). Corporate partnerships. Retrieved March 12,
2011, from http://www.worldwildlife.org/what/partners/corporate/



APPENDIX A

CSR DEFINITIONS WITH SOURCE,

GOOGLE FREQUENCY COUNT AND DIMENSIONS

Definiton source Dhefn Hinm Frequercy mourd Dimensans
Commission of the A conoept wherelsy compansss integrate Fr ] Volunteriness
European social and environmental concems © their Stakerolder
Communities, 2661 business operations and i their inberaction Social
with their stakeholiders on a voluntary basis Ervironmental
Econamic
‘Warld Susiness The commiirent of businese o contibune .51 Srakeholder
Cionanicl T o swalanahle poonomic dsedopment, Sexcial
Susrainable u.mrl't-g with emaloyses, their Gmiliss, the Ernaamie
Developmert, g Izl community and soediely sl lge w
mprove their guality of §fe
‘warld Business Corporate sodal resporeitiliy = the 156 Yoluntarines:
Council for continuing commitment by business to Stakmhaolder
Sucrainakble Bohave echically and contribane 10 ecomamic Sacial
Develcpmert, 2000 developmers while iImproving the guality of Ecomomic
e of the worlforoe and their Families as
warll ks the baral -'|'\-r.'|.-|||'|'|!!' End u:i-l:f 4l |l.-|:5|l
Commission of the Corporate sodal respornibilty & exsentially 15 Yoluntariness
European a concept whereby companies decide Social
Communmities, 2001 volwrtarily to contribute to a better society Erwironimental
amd a cleaner enwronment
Business for Socil Susiness decksion making linked to ethical 31 Yoluntariness
Eespansibiliy, 2000 values, comgliance with legal requiremeris Sukeholder
amd mesped for people, communites and the Social
BRI AL Ervadrnrimencal
Econamig
Business for Socal Cperating 4 buziress in a mamner that meets 117 Yeluntarines:
Eesponsibility, 2500 ar mozeds the ethical, begal, commercial Stakmralder
and public expectations that sodety kas of Ecomamic
buciness. focal recpoasibilicy i 2 guiding
arinciphe for every deckion made and In
every anea af a business
IBLF. 200 Dpen aod transgerent business praclioess B Wolunbariness
based on sthical values and respect for Stakeholder
employees, communities and the Social
errdirorment, whicnh will contribute to Errsironmental
sustaimable business success Economic
Khoury &t &, 1099 Crrparate sodal resporsibiley & the owerall FLJ Srakmholder
ralaticrskip af the cosporation with all of it Social
stakenolders, These indede customerns, Esmirpraimental
employees, communitier, ownenjinvedors, Economic

grvernment. supake's and competitors.
Clements of sodal responsikilty imdwde
rvestment in community outreach,
employee relatons, creation and
main:enance of employmend, environmenta
stewardship and finamcal perfarmance



Buziness *or Social
Rezpansibility. z0a1b

Commiszion of the
Eurapean
Commurities, 3003

CRRwire, #oxvg

Hopkinz, 1528

Erhics in Action
Baards, roog

Hapking, 2009

Corporabe sogial responsibility is acheving
commercial success in ways that horour
ethical wvalues and reapect peosle
oommunities and the netural environment

{%H is the concept that an enterpaise is
acoountable for 45 imipact on all refevant
staeholders. It is the continuing
cormeitmens: by business 1o behave Giry
and responsibly and coseribute to economic
development while impraving the gualiny of
W of the wisk feice and thair Gmilies as
well a5 of the loral communitg and sodety
ar large

TSR i alefined as the inl1|.-|l'|:rn al
businesa operations and values, whemeby the
nterests of all stakenolders including
nyestors, customers, employees and the
ermvircnment are refected in the company™
golicies and aclions

Comporate sooal responsibility is conoermed
with treating the stabeholders of the firm
erhically or In @ sodally resporsible
marner, Stzkehclcers mist botk wizhin 2
firm and cwtside. Corsequertly behaving
soclaly responsibly will Increase the Auman
developmen: of smkehalders bath within
and outside the corpoeation

3R iy & lerm i.'u;.rilling A gy
:ﬂlliu,-lli:rl te b secountable 1 all of its
staeehlders in all i pperalians and
actvities. Socially resporaible comr panies
monyder the ull scope of ther impact an
commurities and the environment when
making deciziona, balancing the nzeds ot
staschelders witn their need 1o make & profd

(&R 15 defined as the rotion that
ooerparations Fave an abligation to
constuent groups In sodety other than
stockholders ard beyond that prescribed by
law or unlon contract, indicating that a sake
may ga beyand mere ownership

TSR i conceined with treating the
sticehaders of the Ren rtlli:_grr SR
respossible manmer 'Ernically ar
'I'-"ll'r\.iHF' meaas bealing sakehaldes ia
a rrurnern deemred :rrpldﬁg ok ilioed
sxieties. Social includes economic

R ‘h.ihi|i|'|l Stakrtlier ermt beth withn
# firem o outside. The wider sim af social
respo-sibility ia ta create higher and higher
stendards of Iving. while preserving the
archtability of the corporstion, for peaples
bath withim and outside the corporation

F1.]

5N

ra |

15

4

Valurtariness
Stakekalder
Social
Lvircanmertal
Eomomic
walurtzrmess
Sakekolder
Social
Emmnomic

Wellunbstiress
Staketalder

L mvircan mertal
Eomomic

Walurtanness
Stakekolder
Saclal

Slaketaller
Sacial
Frviranimerilal
Ecomomic

Valurtznmess
Stakekolder

Waluntarirezs
Sraketalee:
Sacial

Ecrineiid



Diefinition sounce Defrrion Frequency count Dmensions

Mareden, anc0 Carporaste social rr:pnn:ihiﬁ_lf {C5R) = it Sanal
abeul the core behaviour of companies and Envirenmeeriial
e responsibilty for their total impadt on Economic

tre spoetes in whick they operate. C5R is
mat an optional add-on nar is it an act oF
philasthrepy A sscially resparaible
comeration is o that runs a prafimble
Business that takes account of all the
positive and regative enviranrrental, social
ans esemorme efocks it hes on naciety

Mcwilkams and Siegel, 20m Actons that appear to further some sooal 1]+] Violurtanness
goed, haynnd the intermstr of fne fern and Tadal
gzt whick it requires hlf |ara

Ethical Performance, 2005 At 5 best, {50 i cefmed as the [ Sakeralder
responsibility of 3 company for tee totakty Zadal
af 2 impact, wit= & reed fo omitee eacinky’e [nvrenmenital
valuei inbs its core aperations as well a1 iste Ezenemic

its treatrmeert of its soclall and physica
environment. Responsibility is accepted as
mmpqnin;: & perhrr Farr gae
Furning afa pmﬁ'hhh buginees b the haalth
and mfety of 2 and the impact on the
societes in which 2 company operates

GClabal Corparsie Clabal corporate aecial rnpnmihih:f ean ke [ Yalurtanfess
Seclal Respansibiliy defined as business practices based on Stakeralder
Palicies Project, 2003 ethuczl vales and respect for warkers, Zapal
cammunities ans the ereronmest Environmental
Fermpmic
Commission of the Corporate social resporsibility is about 3 Volurtanness
Eurmpram campanies kaving reepeonsibilities and Zapal
Cammuanitiee, 3653 hh'n" W b W their I"'E" k "_ : Frerenmeritzl
and eeanaric[business aimi. Thess wider [eememis

e=spansibilibes cover a range of aneas but
are frequently summed up &% social anc
environmental - where sacial means saciety
hr:-dl‘y defined, g than l.im..‘:f racial
policy issues. This can be summed up as e
triple bottom kme approact: i.e econamic,
sodal and environmental

Firney, z001 Cosparate social resporsibility |C5F) ar 3 Eadal
comcrate citizenshig can mest semply be
defried 3t 2 set of managerment prachices
Enat ericem Sne campany minimizes fre
regative impacts of il eperatiany an sotity
while ranrmizing its posiove Impacts

IngianMC0s cam, 3684 Carparstn social rr:pnn:ihih-_ri: 3 businpte 4 Takeralder
preeess wherein the isstitation and the Sadal
indwiduals within are sensitive and careful Emyirenimenital
about the direct and indirect e¥ect of their Economic

wark on irternal and edemal mmmunities,
maturs and tre autsice werld

Business for Socal Sorialty responsible business practices i Volurtanress
Recponsisilty, 20033 drengtrer comorate accowrkabifity Takeralder



Definiton source

tilenllen asd
Loonta, 159

Pizcentini £t ol 2000

UK Coverrorant, sgst

Wenadwers Oipdm, 1565

Redes, 1994

Loz, 2663

e, 2oca

Firat, 2o

Definizan

respecting ethical values and in the interesis
o all stakehalders. Betponsible Susiness
peactices mapect and pressrin tha natural
emirormert. Helping to mprove the guality
anc opportunties o° [Fe, they ermpowet
preple and inecil in earmmunilics whene a
biznecs spertac

CSR i the degree af mesal shligaties B
rray be ascnbed to totporations Heyond
cirple shacience to tre bawe f the ctate
C58 s 1:1: volurtary .Hnrllpﬂun b

ﬂ{ F Ibh.ll i P.I.II'I&
eromervic and legal respansbiieey
Cang wacial rasg ikility rezognizes

trar the privake sector's wier commeral
irberests require it fn manage B impact on
.rl.ldlj'll i enk ir e wic

serse. Ths requires it to establish an
apprupnm palague or partnemnip wite

slakeselden, be By enpo
:u-:l:urmr:.. mvestars, suppliers or
camrrunities, C5R goee beyons anl
ealigriism, invelving velustery, pevabe
secioe:|led engapement which /efecks tne
prinrities and chamcberidios of sach bueiness,
as well a5 sectoml ane leesl F.l.eulrl.
C5E kar born defaed 2z a!
seciely and business whersln 2 mmmu:j-
grasts 3 compaey a lice=se to opesate and m
rrturn Bhe reafter miests errtain qu‘bﬂl—
anc beraees in an acceptable manner
A all encarm passng netien, Eotgetile]
sooal responsibility refers 1o bats the way a
company condusts hiﬂmlnp-qﬂ.nq:.
ireludirg the way i treats its wark feres,
anc s erpact on the werld around €
(52 ram be ""iHl' Arfres 1nthe
Irbegratios of seclal and envirenrmerzal
conoerns in busness operatians, incluging
cagiinge witt faerralder
C5R i i shout hu:lnﬁm ane ctrer

i going bry 4 tka hFI
nnlg.nlﬂu 10 fFARARE The impact they have
ot {re ervimnrest and socety, In
quH:uh.l'. thiz eaulg inciude How
organzations interact with t*er e ployees,
suppliers, cusinmert and fne conmmungies in
whick they sperite, k8 well m the extest
they stterept to probect tME evimoRmEnt
C5R ar be defined as tre set af practices
anc beravicurs that irrs acopt Bowanss
trer shoor Sarre towards tee Prvrermens
ir whick istir operations are embedded,
towards authority and bowares crwil sooiety

Frequency count

Cimensians

Social

Envimnmrental
Ecenamic

Voluntanness

Vakintarnead
Stakeraloer
Eockal
Crvirsemental
Ecenamic

Stzkerbalcin

Slakehales
Cocial

[reimrmans

Ctzkebalrnr
Social
Emeimnmental
Eezmamic
Vokuntanness
Dlakrtalze
Social

Erviminrantal

Slibehalee
Social

Envimerrental



Diefinibon source

Kilaudlen a=ad
Koot 1953

Hiacentizi £ ol 2000

L Covernrrant, Sg&t

Whedwerd Cide, 1955

Reder, 1994

Ied, 3003

Firan, 205

Definibon Frequency count

resipecting etfical values ane in the inkeresis

o ol stakehalders. Besponcible Susiness

practicen tarpact and presern Eho natural

emrvironment. Helping to mprove the ouality

an ¢ opportunties of [Fe, trey ermpowes

peopk and inveil in carmmunities when a

business spembes

CER i1 the degree af mesnl shlipition Bt 3
rray be ascnbed ta corparations heyond

cirrple shediencn fo the lawe of tne shoke

C5E s the wolurtary acsumption by 2
campans af | hilitm b i

erorarric and |egal responsibiises

Carporat pzeal - iH|i‘I}' recognl moa E ]
tran the private sectors wider commercial

irberests mguire it &n manage &% impart on

sy and the Envi £ ir the wich

serse This requires it to establish an

ap propriate dalague or partnership with

rel evand sakesaldan, be By emplopess,

CEStamers, Fvestars, suppliers or

camrrunities, C5 0 goae heynrd lnpal

ealgaticn, mvelving velustary, prviate

secionled engapement, which sefects e

priarities and chamcterities of sach Bucinme,

as wel a3 secioiml ane loeal fctars

C%R kar beer defined ae 5 'rontact’ et ]
spciety and business whensin & comm cnity

frasts 5 compaty a lioesse o opeate and |

reEurn Bhe reather muets certaln nupﬂiﬂu

an o bekaves in an acceptabls manner

An ill encampaising notion, [eocparate]
seetial responsibility refers to bats the way a
compary conducte #cirtemnal aperatanc
ireluting the way it treats ity wark feres,
and its erpact on the werld amand @

(58 ram be nrl.lll'}r e 1
ircegmtios of secial and envirenmeraal

concerns in busness operations, inchading

C5A is shout businesses and ptrer 1
eeganitatisny going beyond tha opal

ol gatiens 1o manage tre impact they have

o iR erwirnnrrest aed sooety In

|:|.|r|'i|.1.||n'_ thit caulg incude how

crganizations interact with teer errployess,

suppiers, cusinmens and e commongies in

wisick they sperbe, as well na the extest

trey stternpt b prabect e evimerme nt

C5E win be defined as the s of practices 1
anc berawiours that firms scogt bowarss

trer ahoor fnrem tewards tep prvrcremens

Ir whieh ueir mperaticn are embedded,

tewsams autnority and towarcs cvil society

Dimensians

Social
Emvimemental
Loanarmic

VeliAtadingid

Voluntanness

Yelunbamness
Stakeboloer
Soctal
Crwvirenmontal

Ecamamic

Staketalde:
Social

[rvimnmentsl

Btskrehalees
Sackal
Envinzemrental
Framarsir
Voduntaniness
Ciakreksloe:
Social

Enviminrantal

Slakeboalde:
Lol

Frvimnmantil



APPENDIX B

OVERVIEW OF CSR-RELATED PHILOSOPHIES OF GLOBAL
CORPORATIONS

Company: Pemex
Industry: Petroleum
Home country: Mexico

The primary issues Pemex addresses in their Social Responsibility Report include
worker safety and health, reliable facilities, profitable strategies, transparency,
environmental performance and protection, climate change work, international
standards and work performed with NGOs.

Source: http://www.pemex.com/files/content/SocialRespReport.pdf

Company: AXA
Industry: Financial services
Home country: France

Corporate responsibility statement: Our business is to protect people over the long
term. In this business, trust and solid relationships are paramount. Corporate
Responsibility is the demonstration, step by step, day by day, that, through our
actions, we deserve the trust of our stakeholders. We want Corporate
Responsibility to be part of AXA's fundamentals. We want to make it a reality for
all our stakeholders, not just a concept.

This means designing reliable solutions to meet the needs of our customers,
managing risks in a professional way, treating our partners fairly, developing a
work environment built on strong values, inclusion, and trust. We also believe
that we have a role to play in protecting the environment, supporting the
communities in which we operate, and more broadly in helping to create stronger
and more sustainable societies. This is part of creating a sustainable, long-term
business, and becoming the preferred company for our customers, employees, and
other stakeholders.

Source: http://www.axa.com/en/responsibility/



Company: Bharat Petroleum
Industry: Petroleum
Home country: India

Bharat uses a concept called CSR Building Blocks:

Building Sustainable Communities - to have a positive impact on the communities
in which we operate

Health and Safety - to ensure the health and safety of our workforce and
communities

Environment - to minimize adverse impacts while taking steps to protect and
enhance the natural environment

Employees — train tomorrow's leaders in teamwork skills and running socially
responsible business

Source:
http://www.bharatpetroleum.in/EnergisingSociety/CSR_objective.aspx?id=2

Bharat also produces a Sustainability Report that addresses sustainable
development at the board level, governance, resource consumption, energy
management, water conservation, employees, safety and health and community
engagement.

Source: http://www.bharatpetroleum.com/pdf/BPCL_SDR_2009 10.pdf

Company: BHP Billiton
Industry: Natural resource extraction
Home country: Australia

The BHP Billiton Sustainability Report addresses stakeholder management (local
community involvement, government, NGOs, regulators, suppliers, employees
and contractors, customers), sustainability systems (health, environment),
business conduct, internal audit, safety, diversity and health.

Source: http://www.bhpbilliton.com/bbContentRepository/docs/bhpBilliton
SustainabilityReport2010.pdf

Company: BP
Industry: Petroleum/energy
Home country: United Kingdom

At BP we define sustainability as the capacity to endure as a group: by renewing
assets; creating and delivering better products and services that meet the evolving
needs of society; attracting successive generations of employees; contributing to a



sustainable environment; and retaining the trust and support of our customers,
shareholders and the communities in which we operate.

The Sustainability Review addresses governance, human rights, worker safety,
environment and climate change, employee engagement, local community
engagement and innovation.

Source: http://www.bp.com/liveassets/bp_internet/globalbp/STAGING/global
assets/e_s_assets/e_s_assets 2009/downloads_pdfs/bp_sustainability review 200
9.pdf

Company: ExxonMobil
Industry: Petroleum/energy
Home country: United States

ExxonMobil’s Corporate Citizen Report addresses sustainability, citizenship
activities globally, engagement, governance safety and health, environmental
performance and climate change, economic development, and human rights.

Source:
http://exxonmobil.com/Corporate/Imports/ccr2009/pdf/community_ccr_2009.pdf

Company: Gazprom
Industry: Petroleum/energy
Home country: Russia

Gazprom Group’s key operating principles stem from, namely: pursuing the
public interests, maximally contributing to the socioeconomic development of the
Russian Federation regions, stimulating a favorable business climate throughout
the country and supporting worthy labor conditions, social and spiritual welfare
of the people.

Source: http://www.gazprom.com/social/



Company: General Electric (GE)
Industry: Diversified
Home country: United States

The GE Citizenship Report addresses energy and climate change, human impact,
community building, performance against commitments, sustainable healthcare,
stakeholder inclusion and sustainability.

Source: http://files.gecompany.com/gecom/citizenship/pdfs/ge_2009_citizenship
_report.pdf

Company: Johnson & Johnson
Industry: Pharmaceuticals
Home country: United States

We believe our first responsibility is to the doctors, nurses and patients, to
mothers and fathers and all others who use our products and services. In meeting
their needs everything we do must be of high quality. We must constantly strive
to reduce our costs in order to maintain reasonable prices. Customers' orders must
be serviced promptly and accurately. Our suppliers and distributors must have an
opportunity to make a fair profit.

We are responsible to our employees, the men and women who work with us
throughout the world. Everyone must be considered as an individual. We must
respect their dignity and recognize their merit. They must have a sense of security
in their jobs. Compensation must be fair and adequate, and working conditions
clean, orderly and safe. We must be mindful of ways to help our employees fulfill
their family responsibilities. Employees must feel free to make suggestions and
complaints. There must be equal opportunity for employment, development and
advancement for those qualified. We must provide competent management, and
their actions must be just and ethical.

We are responsible to the communities in which we live and work and to the
world community as well. We must be good citizens — support good works and
charities and bear our fair share of taxes. We must encourage civic improvements
and better health and education. We must maintain in good order the property we
are privileged to use, protecting the environment and natural resources.

Our final responsibility is to our stockholders. Business must make a sound profit.
We must experiment with new ideas. Research must be carried on, innovative
programs developed and mistakes paid for. New equipment must be purchased,
new facilities provided and new products launched. Reserves must be created to
provide for adverse times. When we operate according to these principles, the
stockholders should realize a fair return.



Source: http://www.jnj.com/wps/wcm/connect/c7933f004f5563df9e22belbb315
59c7/our-credo.pdf?MOD=AJPERES

Company: IBM
Industry: Technology
Home country: United States

IBM’s corporate responsibility efforts are tightly aligned with our strategic
business priorities, and integral to all our relationships — with clients, employees,
and communities worldwide.

Corporate Responsibility Report addresses global citizenship, employees,
Corporate Service Corps, community engagement, environmental sustainability,
supply chain, governance and public engagement.

Source: http://www.ibm.com/ibm/responsibility/?re=1brf54

Company: Ko¢ Holding
Industry: Diversified
Home country: Turkey

Ko¢ Holding produces a Corporate Social Responsibility Report that states how
they institutionalize CSR, human rights, their work environment, environmentally
friendly practices, ethical values, social development (health, education,
culture/arts, heritage, sports) and their collaboration with the Global Compact.

Source: http://www.koc.com.tr/en-
us/Corporate_Social_Responsibility/CSR_Reports/
Documents/Corporate%20Social%20Responsibility%20Report%202009.pdf

Company: McDonald’s
Industry: Retail Food
Home country: United States

McDonald’s Corporate Responsibility Report addresses their values,
environmental responsibility, sustainable supply chain, community, employee
relations, nutrition, CSR goals and NGO engagement.

Source: http://www.aboutmcdonalds.com/mcd/csr/report.html



Company: Monsanto
Industry: Agriculture
Home country: United States

At the heart of Monsanto is a very clear and principled code of conduct — one we
expect all employees, contractors and management to live by every day. We
operate under a genuine value system—our pledge—that demonstrates integrity,
respect, ethical behavior, perspective and honesty as a foundation for everything
we do.

A key part of fulfilling the promise of our value system is by engaging our
communities in a significant and positive manner. Not only do we work hard to
support the family farmer in a variety of ways, but we also:

provide extensive educational programs — particularly in science and agriculture —
for students around the world

fund numerous research grants for graduate students

work in partnership with government bodies, non-profit agencies and advocacy
groups to make agriculture more sustainable

Source: http://www.monsanto.com/ourcommitments/Pages/default.aspx

Company: Petrobas
Industry: Petroleum/energy
Home country: Brazil

To Petrobras, social responsibility is the integrated, ethical, and transparent
management of its business interests and activities and of its relationships with all
of its stakeholders, furthering human rights and the full exercise of citizenship,
respecting human and cultural diversity, working to eradicate discrimination,
degrading work, child and forced labor, and contributing to sustainable
development and to reduce social inequality.

Petrobas produces a Social and Environmental Report that addresses
sustainability, the environment, transparency, human rights, health and safety,
citizenship and ethics.

Source: http://www.hotsitespetrobras.com.br/ra02008/i18n/en/balanco-social-e-
ambiental/politica-de-responsabilidade-social/



Company: PKN Orlen
Industry: Oil refining
Home country: Poland

PKN Orlen’s CSR Report addresses the social environment (partnerships, charity,
fair trade, best practices), employee relations (recruitment, development),
environmental management (green investments, impact, performance), ethics (key
values, codes) and collaboration with the UN’s Global Compact.

Source: http://www.orlen.pl/EN/CSR/Reports/Pages/default.aspx

Company: Power Corporation of Canada
Industry: Energy & financial services
Home country: Canada

Power Corp’s Social Responsibility Statement states: Power Corporation of
Canada (“Power”) is a management and holding company with diversified
interests in Canada and abroad. Power’s objective is to provide superior long-
term returns to its shareholders.

In making and overseeing investments consistent with this objective and its
governance practices, Power also strives to meet its responsibilities:

to comply with applicable laws and regulations;

to meet ethical standards, in accordance with Power’s Code of Business Conduct
and Ethics (which is available at www.sedar.com);

to conduct itself in a manner consistent with the goals that form the basis of the
Universal Declaration of Human Rights; and

to make a positive contribution to the communities where Power is established.

Source: http://www.powercorporation.com/index.php?lang=eng&comp=
powercorp&page= social_respons

Company: Royal Dutch Shell
Industry: Petroleum/energy
Home country: The Netherlands and United Kingdom

The Sustainability Report addresses sustainable development, safety, climate
change, suppliers, innovation, water management, environmental partnerships,
community engagement, human rights, and transparency.

Source: http://sustainabilityreport.shell.com/2009/servicepages/downloads/files/
all_shell_sr09.pdf



Company: Sabic
Industry: Manufacturing
Home country: Saudi Arabia

Sabic states their Commitments are:

- We are committed to providing high-quality products and services that
meet stakeholders’ expectations while ensuring that our operations are
safe and reliable.

We conduct business with respect and care for the environment in which
we operate.

We comply with applicable health, safety and environmental laws,
regulations and quality standards.

We apply practical means to conserve resources and to prevent pollution,
reduce waste and minimize the risk involved in our operations.

We continually improve our performance and implement effective
development programs to enhance our employees’ competence and
awareness.

When it comes to making business decisions, we believe that our ethical
commitments are just as important as economic factors. We have made
commitments to our employees, the environment and the societies in which we
work, and these are set out in the strict guidelines SABIC has developed for
Safety, Health, the Environment and Quality (referred to as SHEQ), which are
essential for good business practice. We have worked hard to develop high
standards in all these areas, and we expect our affiliates worldwide to comply
with them.

Source: http://www.sabic.com/corporate/en/ourcommitments/default.aspx

Company: Samsung Electronics
Industry: Technology
Home country: South Korea

Sustainability Agenda: The five major categories include: Integrity Management,
Green Management, Social Contributions, Products & Services, and Partner
Collaboration. Their social priorities and impact on Samsung’s business
operations were key identification factors.

Source:
http://www.samsung.com/us/aboutsamsung/sustainability/sustainability.html

In their Sustainability Report they address corporate governance, their value
system, sustainability management, global procurement, stakeholder
communication and their use of materials.



Source:
http://www.samsung.com/us/aboutsamsung/sustainability/sustainabilityreports/sus
tainabilityreports.html

Company: Siemens
Industry: Diversified
Home country: Germany

The Siemens Sustainability Report addresses their business operations (R&D,
profits, compliance), environment (energy, CO2 emissions, water, waste), and
employees and society (fair labor practices, education, philanthropy).

Source:
http://www.siemens.com/sustainability/report/09/pool/pdf/siemens_sr_2009.pdf

Company: South African Airways
Industry: Transportation
Home country: South Africa

South African Airways (SAA) has an Environmental Statement that also mentions
CSR: It is our corporate responsibility to focus on what we can do to minimise
our carbon footprint.

The result:

80% compliance for greener operations as stipulated by the International Air
Transport Association (IATA).

Ongoing discussions with the Operations Committee and aviation partner, Air
Transport Navigational Services, on how to ensure fuel and carbon efficiency.

SAA is committed to building a green future:

Our fleet is among the youngest and most fuel-efficient in the skies.
Investment in new technology ensures greater environmental protection.
Compliance with legal and other requirements.

Plans for fleet modernisation.

Source:
http://www.flysaa.com/Journeys/cms/ZA/footerlinks/_categories/aboutUs/SAA-
Environment.html



Company: State Grid Corporation
Industry: Power grid construction
Home country: China

State Grid produces Guidelines for the Implementation of CSR and an annual
Corporate Social Responsibility Report where it defines CSR: the responsible
behavior by the company towards society. The determination of whether a
company’s behavior is responsible towards society must be based on the standard
that whether the company’s behavior can facilitate the better allocation of social
resources and maximally create social benefits, instead of simply considering the
moral motive and willingness to fulfill the responsibilities. The determination of
whether such a behavior is responsible towards society must be based on the
extent of contribution of such behavior towards the optimization and distribution
of social resources, and the maximum value such behavior would create on social
welfare, instead of simple consideration of motive, ethics, and fulfillment.

Source:
http://www.sgcc.com.cn/images/ywlm/socialresponsiility/report/2010/12/11/
499365384B153FF105FA505C7E27B757.pdf

Company: Toyota Motor
Industry: Auto manufacturing
Home country: Japan

Toyota produces an Environmental Report. The Values section of their website
guides readers to separate Web pages that address the environment (innovation,
operations, partnership, urban design), philanthropy (NGO engagement,
education, safety, community) and diversity (advisory board, employment,
dealers, suppliers).

Source: http://www.toyota.com/about/our_values/

Company: Walmart
Industry: Retail
Home country: United States

We use an approach called Sustainability 360 to take a more comprehensive view
of our business and engage our more than 100,000 suppliers, more than 2 million
associates and millions of customers around the world in our sustainability efforts.
Sustainability 360 lives in every corner of our business — from associate job
descriptions to our interactions with suppliers — and guides our decisions based on
improving the environment, supply chain and communities where we operate and
source.



The Walmart Global Sustainability Report addresses the environment (energy,
waste, products), social (customers, communities, associates), suppliers, diversity,
and performance goals and results.

Source: http://cdn.walmartstores.com/sites/sustainabilityreport/2010/WMT2010
GlobalSustainabilityReport.pdf
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APPENDIX D

PROFILE OF SURVEY RESPONDENTS
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APPENDIX E

SUSTAINABILITY EFFORTS INFLUENCE OVER VALUE CREATION
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APPENDIX F

“HEAT MAP” DEPICTING NECESSITY OF SUSTAINABILITY FOR
COMPETITIVENESS COMPARED TO HAVING A SUSTAINABILITY
BUSINESS CASE BY INDUSTRY SEGMENT
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APPENDIX G

BUSINESS MOTIVATIONS FOR SUSTAINABILITY STRATEGIES
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