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Abstract

While ethicists may have become complacent in recording the general adoption of CSR
policies in the corporate world at the end of the C20th, the challenges faced in the C21st
may see the reversal of this trend even an abandonment of policies which some believe are
a “luxury” feature diverting business from its core mission.

The unavoidable influences of globalisation, Internet use by business and economic
recession, impose tougher competitive conditions, forcing cost reduction and revenue
protection policies simply to ensure survival. The enduring conservative objections to broad
CSR adoption remain, however these additional features lead even sympathetic managers
to withdraw funding and project developments, whose past objectives were to make
organisations corporate citizens. This trend features in the public and not for profits sector
also, though in these sectors the more political environment may cloud the new realism.

Whether the system is simply renewing its core, regenerating its competitive edge to return
to a more generous business “as usual’ stance or is in crisis, transforming to a new model
as post Marxists might argue, ethics committees, CSR projects, CR executives are under
pressure to justify their existence and budgets by evidencing a value added to customers,
which impacts on corporate financial performance.

Was it ever thus? Most critics might always detect the enthusiasm for CSR only when “good
ethics, meant good business”, reformulated by Porter and Kramer (2011) as Corporate
Social Value (CSV). Nevertheless, the same pressures driving down on CSR commitments
could also be seen as possible drivers to adoption, as stakeholder pressures can stimulate

corporate responsible policy responses.

However, should these not be effective, the guard against unethical behaviours and
abandonment of CSR will either require heavier external regulation or a time of reduced
ethical discourse and performance.

Methodology: Conceptual discussion with some industry application

Findings: C21st century pressures, may narrow CSR commitments or require legislative
regulation
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1. Introduction and theoretical framework

Everyone hates a debate which degenerates inﬁieﬁnitional disputes. k@\&e’,\ae%e
title of this paper has witnessed decades of debate and disagreement as the
concepts are sensitive and controversial. This is especially true for corporate social
responsibility (CSR). However even defining strategy can become problematic.

\/ Whittington (2001) states in a less serious moment, people put the title ‘strategy’ or
‘strategic’ in front of their job descriptions when they want to sound important or get
paid more. He does acknowledge the existence of strategy for business, but offers
many perspectives on how it might operate. These are dependent on different
drivers, social environments and economic conditions. Classical, Evolutionary,
Systematic and Processional schools will differ in the extent to which they are profit
maximising, in tune or conflict with market forces and whether it is believed human
beings and the system we operate in, can be predicted in the long term. This is a
problem for the analyst since different schools may have different ways of

incorporating social, ethical or sustainable elements.
A working definition of strategy is,

“the direction and scope of an organisation over the long term, which achieves
advantage in a changing environment through its configuration of resources and
competences with the aim of fulfilling stakeholder expectations”. (Johnson et al,
2010, p3). \/

In reviewing this we might immediately worry about the predictability of business
conditions, which allow long term perspectives. Sceptics will always feel that
organisations lurch from one crisis to another. A strategic view is then imposed on
the process, in retrospect, by those who survive the crisis, who write the bestselling
books. Nevertheless it is the hope in academic circles, using social science methods,
that there may be devined a predictability in human behaviour which allows
hypothesis testing and generalisations. Inevitably sudden shocks to the system
throw policies and predictions up in the air. It is difficult to anticipate the unexpected.
As a result strategy may be incremental and evolving. Organisations can learn from
the past and at least minimise negatives and build on positives. The alternative

would be a totally unmanaged reactive stance by management.



Changing environments might include greater demands for social responsibility.
These might take the form of external political activism and campaigning or an
evolution of social attitudes to inclusion, environmental protection and respect for
difference. In addition there could be internal pressures from stakeholders and
decision makers. A current challenging environmental driver is the eéonomic
recession which this paper asserts forces some companies to retract ethical

initiatives or generous social activities.

The Strategic-Making Pyramid |

A BIVERSIFIED COMPANY

. /
Respansibility of / \
corporate-fevel e //
IHINAZErs

/!
/ Corporate ™,
/' Stratesy  \
Z s s

Twu-Way Influence
s N

Responsibility of
business-fevel
general managers

Responsibility of beads of
major functional activities o=
within a business unit

or division P R SE—
Twe-Way Influence

Responsibility of plant
managers, geographic
unit managers. and lower-
tevel supervisors

o & -
Operating Strategies

(regions and districts, planits,

departients within funcrional areas)

i .
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A strategic concern for the ethical campaigner is the strategic capability of
organisations to develop and deliver social policies. Conservatives might challenge
whether such responsibilities exist. Certainly few managers or strategists have had
any training in ethical policy development. AsTitustratea g 1, rategy may be at
corporate, business, functional or operational levels. Each level creates different
challenges for successful implementation. It also generates the debate of whether

CSR is or should be}driven from the top down or be a collaboration between all



levels, including influences from the bottom to the top/'Fo-What—e*teﬂt—a-Fe-mar:lage&

type of CSR strategy thatﬂ can be adopted following an audit of ethical strategic
o R52hpmtdre Of- &“‘QLW 2f

Uibues ek IS posstddq of edones Waar ic frany.

Lastly their definition includes ‘stakeholder expectations” which immediately

capability, L be 'Wv—&u-c@cﬂ s

indicates a certain commitment to social responsibility in that a wider view of whose

interests should be served is intrinsic to the very definiéilon ({f what é%e company
SEA
e need to sérve stakeholders at

should be trying to achieve. A

all and the capacity to identify and measure expectations, can be used as a critique

of this approach. The use of the rhetoric of CSR can be readily observed in most
@“MLUM\*QKWF

R corporate web-sites-and-annuatreports. However critical management

authob may still be cynical about the truth of and motivation for such commitments,

when the system dictates narrow profit making objectives as the overriding principle.

Ethics, CSR and sustainability create even more problems for deﬁniti(\)y

measurement and consensus. Crane and Matten (2010, P7) offer:

“Morality is concerned with norms, values and beliefs embedded in social processes

which define right and wrong for an individual or a community.

Ethics is concerned with the study of morality and the application of reason to
elucidate specific riles and principles that determine right and wrong for a given

situation. These rules are called ethical theories”.

The study of CSR is fraught with intrinsic problems. Defining ethics, social

responsibility, stakeholder management, sustainability, has always been a challenge

in trying to achieve consensus /
Johnson et al (2010, P148) say CSR is “concerned with the ways in which an }
organisation exceeds its minimum obligations to stakeholders specified through

regulations”.

Each concept is open to different interpretations. Kitson and Campbell (2008) help \/
us simplify the options by defining the Narrow (encompassing the Stockholder and

Property) CSR View. This would include Friedman’s traditional neoclassical



perspective, where business should be run in the interests of the owners, or for large z

/

corporations, the stockholders. “The business of business is business” (Friedman

1970). To divert resources from the interests of the owners, against their wishes, in m
the most extreme cases could be equated with stealing (Nozick, 1977 In larg Q‘W

N

organisations in the private or public sector an interesting challenge is to ask

managers, "What if it was your money you were spending, would you do the same

thing?” This would echo Friedman and Nozick’s defence of

private property and th
e =

theory is R. Edward Freeman, who asserts that other groups may legitimately claim
a stake in enterprises, Whereb;l;;ir interests should be considered, independent of 'F;ﬂ \
the narrow interests of owners. Organisations may construct a stakeholder map. to

identify these groups and engage in dialogue to review their interests and the

corporate strategy.
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Figure i: A simply stakeholder map (Weiss, 2008)

Analysts and managers may differentiate internal and external stakeholders and

derive different weightings of the consideration to which they are due.

Archie Carroll’s Pyramid of social responsibility fits this approach. Fig Zehows that

the economic and legal obligations could be consistent with the narrow view of CSR,

as even Friedman believed in obeying the law. The broader view would require

ethical and even philanthropic duties to be ¢ if organisations wanted to
eb=ica( Adoypleo X ad )

have a good i ible reputation.
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Itr-may-stﬂrm_ﬂﬁt‘this—leaves—ambigu&yﬁnﬁe relationships between levels,

the apparent hierarchical nature of the structure and the problems of defining
activities into the four categoriesYApOSpori et al (2012) point to significant evidence

(rater oo o oplich




that the strata need not be in conflict, including the ideal, ethical behaviours creating

good economic outcomes. am /

Freeman et al (2004)/Bowie (2007), Agatiello (2008), Weiss (2008), Alpaslan (2009)

and others, which/see simple compliance with the law or regulation as a minimal

commitment, w organisations should aspire to Corporate Citizenship (Crane and
Matten, 2010). Such stakeholder approaches, while evidenced by most large
corporation mission statements and reporting, can be attacked as diverting
companies from their main objectives, giving unclear guidance on policy (Sternberg,
2004) or forcing them to try to achieve a target (CSR) which is undefined, impossible
to measure and which would not prevent new examples of corruption and fraud,
D such as Enron or WorldCo ‘(Greenﬁeld, 2004). a world hit by recession and
credit crunch, Kamani @%jdenies the broayre:;‘)onsibilities, but also says that

companies cannot afford the luxury of CSR.
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competitive advantage, denying tﬂeir economic responsibility (Kamani, 201 0"

)
Bowie and Werhane (%}%ﬁ)?é%mment of\different regional approaches, comparing
the experience in the USA where CSR seems to be applied in a more individualistic

PV @l e

manner, defining the responsible manager and company, emphasising corporate
philanthropy and community service as features of good CSR. In Europe they

believe there is a more integrated coherent systems approach, where organisations

(including US companies trading in Europe) are more concerned to build sustainable

development into their strategy, encouraged by government and society in general.

Most recognise and often quote the Triple Bottom Line approach integrating
financial, environmental and social objectives as illustrated in Fig%
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Figure 4 The Triple Bottom Line, adapted from Elkington (1999) \/

However CSR is undoubtedly on the agenda, as recorded by Pryce (2002) a decade
ago, whether because of high profile corporate fraud, ecological disasters,
stakeholder pressures such as ethical consumer reviews and boycotts, ethical

investor funding power and increased assertiveness at board and AGM events or

because of governmental legal sanctions and tighter regulatory environments.

[

q.. Applying the Concepts
There is a data collection problem for all students researching business ethics. In
reviewing empirical data, many methodologies become unreliable once it is admitted
that respondents will not be honest about their behaviours and when corporate
reputation management is tightly controlled to avoid scandal. The researcher is

drawn to more qualitative methods, offering deeper analysis of case material, but

with the associated problem that it is difficult to prove hypotheses true or false and it
is difficult to generalise. This researcher has conducted a series of anonymous
interviews, workshop activities, focus groups and observation exercises to attempt to

review the application of CSR to business strategy. As expected it is difficult to

/\
\8“& |




precisely give a verdict on the evidence collected, but there are some interesting

results. O(G(Q;?(fﬂj

Most managers and owners appear to have a belief in business ethics. Iyf role play
they often resist unethical ar:\d}legal behaviours, offering examples to the

matrix of Henderson (1982).

Table?: Ethical -Legal interrelationships adapted from Henderson (1982) \/

Ethical Unethical
1. Charitable giving 2. Rude or disrespectful ]
Legal behaviour
3. Claiming excessively on&- 4. Lying about safety tests
lilegal expense accounts on company products. J

In Table h the examples of bad behaviour are interesting in that some are clearly
illegal but others may be legal but unethical or not recommended. Complexity arises

when dealing with different cultural contexts and moral precepts. Charotable giving in "L

cell 1 may be the result of self-servin motives, to buy a good reputation chea ly or "
d ﬁ«}up»e( U ) o Cossoy & ymg/«,wa\;%m(— Py \{I\J‘Q&

avoid tax. Dees lying about safety standards of products jnclude pe telling the wholeu

truth or only volunteering negative product information if directly questioned®”.

:ﬁa promote the ‘good ethics is good business® approach to lead to a good
deontological conclusion in CSR performance (see Cannon, 1996, matrix betew, 754& Z
Pgrter and Kranfer, 2006)_ When the CSR de te is tapgeted ME _p€ ange

t even more rovexs

TablezThe ‘Enlightenment Matrix’ adapted from Cannon (1996) /

Ethical Unethical j

saving equipment gambling site in the
USA

1. Investing in energy 2. Developing an online
Profitable




3. Cancelling a contract 4. Lying about the
Unprofitable with a supplier when it negative side effects of
was discovered they a rival’s products
employed child labour

40w S
Table?,oﬁa;s in quadrant 1 thg—-g“pé“s@et—ef the ‘Good ethics is Good business’

cliché. Not creating policies in this area would seem to be irrational; however
~may=exist-due to irrationality or |gnorance/{m result ethrg‘éréa;palgﬁeié tﬁ?@p
frame their promotion in terms of encouraging ethical actions which have a
commercial payoff, albeit perhaps in the future or with rather intangible returns.
Porter and Kramer (2011) seem to reformulate this to urge companies to replace
CSR with Corporate Social Value (CSV), by introducing policies valued by

customers, to make progress on social issues but also protect economic viability.

Leadership by the ownepmanager

While many authorg’cite the need fgr an/agmremcwmtext when evaluating
SMEs, most %vledge the speglal role of the owher manager or lead manager in
any SME. 7Lahdesmaki (2012) states t owner managers deliver social
Mli/tyas a part of their sense

reconcile economi

self, which is integrated with their business
d ethical

respons

ot withstanding their ability alues. Her/his

2008). Seid

achieve/its aspirations’. He states [ Core and- as a constant

Tre iﬁo-”é al (2000) argued that individ be both strong moral

L//

persons and moral manage

them. Strand (2000) regréts the-lack of research on SME CSR leadership, however

s in power mu

to be seen as ethical leaders by those around
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extrapolating from other studies on SME legdership of/other policies, it would be

strange not to emphasise the critical role- ayed by the’owner manager.

Tulder and Zwart (2006) iderfified four differént approaches towards (corporate)

responsibility linked to différent types of les dership:

e Transactighal and team leadérs are particularly good at specifying in-active
and ye-active CSR goals, £larifying roles and responsibilities and motivating
eir followers or suborginates to achieve group or organisatiopatgoals.
Charismatic leaders” still focus primarily on interpal” operations of tpé
organisation, they Also display an ability to presenta vision of the future of the
organisation in gombination with a strong péfsonal commitment and & strong
character

e Visionary and Moral leadership 4§ characterised by a more actiye stance on
CSR. Both require an idealision of where the organisation should be in the
future.

e Transfgrmational /adership is the most outward oriented type of leadership
and directed-at formulating and implementing a new organisational vision that

is embedded in a broader vision of society and the active involvement of
external stakeholders. @ % &‘\/“\W
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Figure 2-ICornerstones of a Business Ethics Programme (Andersen 2000)

identify

Values/Missio
n Statements

Articulation of
what the
company stands
for

Top
management
commitment

Management
consistency
between values
and actions

Communicate

Codes of
Conduct

Common
framework to
guide behaviour

Code should
emphasise
principles over
procedures

Developed and
supported by
both
management
and staff

Feedback
Gathering &
Analysis

Stakeholder
views

Surveys/focus
groups,
interviews

Advice channels
and helplines

Whistleblowing
and Hotlines

Functional
Responsibility

In-house
expertise

Leadership

Corporate
Governance
needs

Accessible to
employees
managemen

Owmnership

Education &
Training

Ali employees

How
wrongdoing
occurs

Realistic
examples

Sensitivity to
diverse
employee
groups

Build and Maintain @ Responsible Decision making culture

Performance
Reviews/Rew
ards

Selling decision
making as well
as financial
performance
measures

KPI's

Rewarding
responsible
behaviour
penalising
mnapproporate
behaviour

External
Assessment

Best Practice

Objectvity &
Independence

Public
Confidence

In the later more mature phases of this model the need to communicate externally to

somety and relevant stakeholders is apparent. lmm—e-m

.h_mmme:c;al—ecatmmm_pam The later stage of external audit is rarely seen

in any sector, apart from the most philanthropic and social enterprises. Imdeed-two

arter p ; ur An , WnNIich us

work;—became embroiled N a self-destructive—ethica scandat—invotving—corrupt—
tg. ThisTed to its dra

Itozano (2006) emphasise the
_heed for communications-with internal and external stakeholders
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Current pressure

In one way the pressures felt by organisations currently are not new. Th€ impact o economic
downturn, globalisation of markets and business use of the Internethas been felt for a number of
years. However this impact is now better understood and difficykf to avoid. The ysual caveats stand,
as impacts are different depending on size of organisations, g, nership, exposure to competition and
regulatory frameworks, for different industries. The combi ation of these three jpressures can be

identified in most private organisations and even in the plblic and not for profit sector.

The recession means that corporate philanthropy polities are being reappraised. Often those that
cannot demonstrate some sort of “payback” for the’ organisation will be abandoned. In some ways
this appraisal is inevitable. Those schemes that ¢ ntinue are more likely to be ustainable, as they
are grounded in an integrated way with core st tegic profiles of organisations. In order to continue
therefore those who benefit from Corporate gharitable giving should take steps to make their
appeals, recognising the constraints on CSR anagers, to demonstrate synergies with their
corporate objectives. For example charitaffle housing associations are creati g forums, to allow local
government, registered charities (dealing with issues of poverty beyond housing) and partners in the
private sector, to develop products angl services that meet the client needs, [regardless of economic

ties see Coastal Housing (2013)

http://www.coastalhousing.co. uk/Pages/default.aspx

rate activity | the global m €al with the continuing issue long recognised by
international business practitioners, managing conflicting cultures, commu icating with government
bodies with conflicting approaches, bribery/corruption, conflicting laws, ethical supply chain
management, respect for local cultures by global brands etc. Again it mighf be argued that the
“luxury” CSR approach is under threat when resources are reduced, so that low price, profit targets
and survival, become the crucial metrics for strategic managers. Perhaps ih a hierarchical view of
Carroll's pyramid, economic survival is the priority. If the company goes nkrupt, there will be no
ethics or philanthropy. There is evidence of a new “ruthlessness”. Building mpanies are being
asked to do more for the same fee in order to maintain contracts e.g. the Costyin Group (2013), has
good 2012, 3™ quarter figures but admits that it now offers design, glanning and maintenance
elements to contracts wheréthey might previously have si delivered constriiction

http://www.costain.com/

In utilising the ubiquitous Internet, business has been confronted with eh danger of losing

competitive advantage, in the race to offer better deals (mainly on price) to anonymous customers.
As Porter (20) long ago warned, to maintain a premium price and ensure business ustainability,
companies must develop good interaction with customers and stakeholders to demonstrate that
they are delivering value added. It was always the case that those who did not do this would go
under. In today’s environment this demand is amplified and the penalty of failgre is felt very quickly.
As with the other pressures e-Commerce offers solutions as well as threats. As Schneider (2013, P33)
bea business solution, not 3 te implementation for its own sake”.

g A

com

Schneider, G. (2013) E-Business, New York, Cengage Learning



Esen

Most of the challenges and motives for adopting CSR as an integrated facet of business strategy have
not changed. The philosophical debate similarly remains little altered. Current pressures however
make the decisions to adopt and in what format crucial. Making mistakes is costly, even fatal in a
global world which holds organisation to account, but where competitive pressures create shortage
of resources and little appetite to pay premium prices for ethical products. Organisations that plan
for the long term and who expect to survive the recession must also plan for their future structure,
which will inevitably include commitment to CSR, as stakeholder pressure and government demands

for corporate ethical behaviour are unlikely to disappear.



based on negotiation arfd consensus among corporations, government and other

relevant stakeholderg (Campbell, 2007).

In analysing the impact of the legal environment, Shum and Yam‘ (2012) utilising
Carroll's pgradigm were sceptical of organisations’ voluntary adoption of CSR, but

did see /A resonance in adoption when linked to legal and particular] onomic

updermined by frequently shifting social/legal priorities a hypocrisy, when society
itself does not uphold the values that it expects corporétions to enact. Particularly in

an economic downturn the reality might be that ec

There are interesting discussions to e had on the merits of self v external

regulation. SMEs must comply with
which might arise compared wit large corporate compliance is the problem of

policing tfj?st number and diversity of SMEs in any industry.

Polishchuk (2009) explains ‘the effectiveness of government regulation depends on
s that are being implemented and the ability of

the complexity and scale of the

regulatory authorities to perform their functions effectively. The more complex and

promulgating codes r laws to confine undesifable business conduct; or imposing

license of operafion or mandatory epfironmental friendly industrial systems

(Kitthananan, 2010). However ma y Es do not belong to such bodi , although

they might emulate good practice. The characteristic of entrepréneurial desire for

independence puts this feature under some pressure.
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