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In the wake of environmental destruction and numerous corporate scandals, multinational corporations have embarked on efforts to increase social responsibility. There is now an increasing demand for accountability and transparency from their stakeholders. Information technology and public concerns with the global financial crisis have greatly added to the importance of corporate communications in this ‘Age of Truth’. The ‘soap and detergent’ industry which provides the world’s hygiene and well-being is one of the leading sectors in Corporate Social Responsibility (CSR) and Sustainability. However, soap companies have failed to disclose information.

This study analyses current corporate communications of the soap corporations in their CSR/sustainability performances. It identifies contemporary phenomena in the real world and examines existing attitudes of the soap multinationals through their corporate reporting. It also analyses implications of strategic decisions of corporate communications, and concludes with future recommendations for the soap companies.

The research has been conducted with three leading soap multinationals: Procter & Gamble, Unilever, and Henkel. The research data have been gathered from two sources: The Financial Times news clippings in the period of 2010-11, and corporate reports and information in the current public domain, which have been primarily analysed by qualitative content analysis and then focused on with in-depth case studies in three areas; ethical sourcing, soap war, and emerging market. 

The results have shown that contemporary ethical issues surrounding the industry appear to have common causes such as lack of disclosure, emotions and consensus between corporations and their stakeholders.  The key to total transparency for the soap companies and all multinationals in general would be to fill these missing elements by establishing unity with their stakeholders through educational programmes.
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[bookmark: _Toc323894654]1.1	Introduction

Giving precedence to political and economic logic throughout the 20th century has resulted in inhuman consumerism and environmental destruction (Henderson & Ikeda, 2004), which has now placed manufacturers in a position to recompense the environment, people and society in view of their industrial activities. As global environmental issues are too huge to be resolved by local command and control regulations, there is much industry, governments, non-governmental organisations (NGO), and individuals can do to respond to these issues (Hussey et al., 2001). 

Today, it is widely accepted that businesses do have responsibilities beyond simply making a profit. According to PricewaterhouseCoopers (2010), the high penetration of ‘Corporate Social Responsibility (CSR)’ and ‘sustainability’ features on corporate homepages indicates the trend that non-financial reporting has become an integral part of almost every company‘s communications with its stakeholders. Due to business use of the internet, corporate information is delivered to the public with increasing speed and precision, which often results in internet activism, vigilantism, cyber-smearing, and cyber-hoaxes through various information technologies including social media. In this digital age, companies can no longer count on their ability to maintain secrecy over time (Elkington, 1997, p. 161)’. Henderson (Henderson & Ikeda, 2004, p. xiv) indicates that despite many frustrations with entrenched power elites, the Information Age is slowly morphing into a new ‘Age of Truth’. In this current era, companies are urgently required to communicate with their stakeholders with total ‘transparency’.

‘To whom corporations are accountable’ and ‘how much information they should disclose’ remain contentious issues within the broad context of the CSR concept. Crane and Matten (2010, p71) define transparency as ‘the degree to which corporate decisions, policies, activities, and impacts are acknowledged and made visible to relevant stakeholders.’ Although corporations have traditionally claimed that much of their data are commercially confidential, transparency sometimes demands openness of commercially sensitive data associated with social concerns. For instance, Nike had to disclose the identity of its suppliers when it was faced with concerns over working conditions in its outsourced factories. 
 
The term ‘transparency’ can be referred to ‘corporate disclosure’ or “corporate communication and reporting” depending on who is talking; external stakeholders prefer the former and businesspeople the latter (Elkington, 1997). Arguably, this nuance gap implies that ethical dilemmas between corporations and their stakeholders are increasingly evident. Thus, it can be said that transparency relates to any aspect of the corporation for anyone with a stake in the corporation. 
[bookmark: _Toc323894655]1.2	Background

The Soap and Detergent Industry (soap industry) includes companies primarily engaged in making soaps and detergents. Products within this category range from soap bars, liquid soap, washing-up liquid and laundry powder, through to cleaning products, shampoos and tooth pastes. This segment may often be categorised as part of personal care, household products, cosmetics, consumer (packaged) products, or fast-moving consumer goods products. According to one survey (Boston College Centre for Corporate Citizenship, 2010), the consumer products sector is one of the top three ’socially well-doing’ sectors followed by the food and beverage sectors. The soap companies are generally recognised in their contributions to the world’s hygiene and wellbeing, driven by clean hands, teeth, hair and clothes. Innovations such as super-concentrated liquid laundry detergent, ‘washing at 30 degree’ campaigns, and eco-friendly packages affect consumers’ ethical purchasing decisions on a day-to-day basis. Despite of such good reputation, however, the industry has been facing a number of challenges in CSR/Sustainability areas.   

Firstly, the destruction of natural resources caused by the soap corporations is now imposing immeasurable pressures on them. In the latter half of the 20th century, due to the shortage of natural fats and oils after the Second World War, mass manufacturing of synthetic soaps and detergents generated serious problems of foaming in rivers and numerous controversial pollution incidents, including the Mersey river case caused by Unilever in 1991. Although these cases have been overcome, the industry has now increasingly been exposed to contemporary environmental issues including climate change, deforestation, packaging footprint, greenhouse gas emission, water use, and ethical sourcing, most of which are expected to be reported openly.

Second, there has been increasing focus on ethical issues among competitors in the market. The soap and detergent market is highly concentrated and mostly dominated by only a handful of large corporations, namely Procter & Gamble (P&G), Unilever, Henkel, and Colgate-Palmolive. These four companies commanded 63 per cent of the US soap and detergent market in 1992 (Center for Competitive Analysi, 2000), and P&G, Unilever and Henkel have dominated 56.1 per cent of the global market revenue of the laundry detergent segment (Datamonitor, 2011). Due to this oligopolistic market, the industry holds a controversial history of numerous overly aggressive competition and anti-competition issues; examples include the most well-known industrial espionage case between arch-rivals P&G and Unilever in 2001, price-fixing exercises fined by the European authorities in 2011, numerous price wars, competitive advertising between TV ‘soap’ operas, stealth marketing, dirty tricks, and green washing just to name a few. Such competitiveness often violates consumers’ rights to fair prices and results in ethical issues in society. 

Another issue is the lower growth of the market. The market has been exhibiting slow growth due to its maturity coupled with the global financial crisis, especially in developed countries. This recent phenomena has been spurring the soap companies to shift their investments from Western countries to emerging markets, which could possibly generate social and environmental issues in the international framework.   

Considering these challenges, the main research questions are posed as follows;

· How are soap companies perceived in the current society by their CSR/sustainability performances?
· How can soap companies enhance ‘transparency’ effectively in this ‘Age of Truth’?

[bookmark: _Toc323894656]1.3	The rationale/purpose of the study

The study stems from an interest I have in the soap and detergent industry. My previous work experience in a Japanese branch of P&G has, in part, contributed to my deep interest in ethical business practices of corporations within this particular industry. During my service, I have handled numerous confidential data and commercially sensitive information, which occasionally made me feel unethical as a few of them could possibly harm end-users, other employers, or suppliers. This study therefore looks at the soap and detergent sector. It provides a basis which scrutinises the sector in terms of its obligations to its stakeholders during the period between 2010 and 2012. 

The chosen companies for this research, P&G, Unilever, and Henkel, have a wide array of other branded products such as food, pharmaceuticals, adhesive, and paper products. However, this study focuses on a specific market, soap and detergent sector, rather than their entire business activities. The study resorted to this in order to find commonality and difference underlying the industry among the industry’s big organisation.
 
[bookmark: _Toc323894657]1.4	Aims and objectives

The aim of the study is to discover current communication gap between soap companies and their stakeholders in the CSR/sustainability areas. The study examines the common challenges of multinationals and unique challenges of the soap industry to strive for ‘total transparency’. It will analyse the current social phenomena, and in so doing seek to find out what the soap corporations reports in their communications. These external and internal research approaches will provide a framework for evaluating corporate accountability and transparency. The research aim can be broken down to the following objectives:
· To examine prevailing issues of CSR/sustainability performances of the chosen soap companies in the current social world though mass media.
· To examine the degree of transparency of the companies through their sustainable reporting.
· To critically evaluate common attitudes/values and differences of CSR/sustainability features among the companies.
· To analyse the current issues through ethical principles.
· To offer evidence-based recommendations that may assist multinational organizations in enhancing total transparency.

The study consists of the following six chapters. Chapter One is an introduction to the study. Chapter Two explains the background and theories of the study. Methodology will be presented in Chapter Three. Chapter Four is an analysis of data collected and its results, and finally it will conclude with study recommendations for the industry and multinationals in general in Chapter Five. 

[bookmark: _Toc323894658]Chapter Two       Literature Review

[bookmark: _Toc322732073][bookmark: _Toc323894659]2.1	Introduction


This chapter mainly aims at building the theoretical basis sufficiently enough to critically evaluate the ethical issues and dilemmas surrounding the soap industry. It addresses several different theories useful for assessing ethical issues and making managerial decisions. It then discusses topical ethical issues prevailing in the current society. There are three types of approaches to business ethics (Beauchamp & Bowie, 2004, p. 6): Prescriptive (normative) approach - based upon the use of ethics principles or guidelines to direct behaviour, actions, and policies, Descriptive approach - based on how normal society today view business, Conceptual approach - based on the analysis of central terms in ethics such as morality, right, obligation, justice, good, virtue, and responsibility. Two key concepts that would form the basis of my approach would be CSR and Sustainability.

[bookmark: _Toc323894660][bookmark: _Toc322732075]2.2	Corporate Social Responsibility
2.2.1 [bookmark: _Toc323894661]Definitions 

The concept of CSR has had a long and diverse history in the literature (Carroll, 1999, p. 268). Perhaps the most widely accepted model of CSR is a ‘Pyramid of Corporate Responsibility’ proposed by Archie B. Carroll (1979), and refined in 2009 (Carroll & Buchholtz, 2009): ‘Corporate social responsibility encompasses the economic, legal, ethical, and discretionary (philanthropic) expectations that society has of organisations at a given point in time.’ Carroll’s model is presented as consecutive four-layers within a pyramid (Figure 2.1). The layers of responsibilities are stated as follows.

Economic responsibilities
Carroll (1991, p. 40) states that all other business responsibilities are predicated upon the economic responsibility of the firm. This has become especially evident for the last decade as global financial crisis bailed out collapse of banks due to their economic irresponsibility (Crane & Matten, 2010, p. 54). 
Legal responsibilities
Law is society’s codification of right and wrong. Firms are expected to pursue their economic missions within the framework of the law (Carroll A. B., 1991, p. 41). Compliance is the focus of fulfilling this responsibility. In 2007, the EC Directorate General for Competition targeted cartel activity, involving 41 companies in various industries (Crane & Matten, 2010, p. 54). 
Ethical responsibilities
Carroll (1991, p. 41) argues that this category is constantly pushing the legal responsibility category to broaden or expand while at the same time placing ever higher expectation on business persons to operate at levels above that required by law. 
Philanthropic responsibilities
Companies are expected to be good corporate citizens and give back. Carroll (1991, p. 42) says that philanthropy is highly desired and prized, but is actually less important than the other three categories.

[bookmark: _Toc322941037][bookmark: _Toc322941263]Carroll (1991) states that total CSR entails the simultaneous fulfilment of the four responsibilities, in more pragmatic and managerial terms, the CSR firm should strive to make a profit, obey the law, be ethical and be a good corporate citizen. 


[bookmark: _Toc323815038]Figure 2.1	The Pyramid of Corporate Responsibility
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Source: Carroll, A.B. (1991)


Although CSR is neatly defined along the lines of Carroll’s model, it still remains a relatively vague and in many respects arbitrarily constructed (Crane & Matten, 2010, p. 57) in international contexts. For instance, Maignan (2001, p. 57) observes that while US consumers value highly corporate economic responsibilities, French and German consumers are most concerned about businesses conforming with legal and ethical standards. Visser (2006, p. 37) has shown that ‘in Africa, economic responsibilities still get the most emphasis and philanthropy is given second highest priority, followed by legal and then ethical responsibilities.’ It seems that these claims challenge the pyramid shape, or the ordering of each concept, rather than the framing of its responsibilities. It could be argued that the CSR concept is historically founded on the capitalistic viewpoint of corporations which has been developed in the U.S.  While Carroll’s model remains disputable, the social demands have led CSR to evolve or be reframed to respond to the fast changing society.

2.2.2 [bookmark: _Toc322732076][bookmark: _Toc323894662]Evolution of CSR 

Reframing CSR as a more strategic concept, Frederick (1994, p. 154) defines the term Corporate Social Responsiveness (which he calls CSR2) as referring ‘to the capacity of a corporation to respond to social pressures. The literal act of responding, or of achieving a generally responsive posture, to society is the focus of “corporate social responsiveness”.’

Furthermore, conceptualising observable outcomes of business commitment to CSR, Wood (1991, p. 693) defines Corporate Social Performance (CSP) as ‘a business organisation's configuration of principles of social responsibility, processes of social responsiveness, and policies, programs, and observable outcomes as they relate to the firm's societal relationships.’ 
The terminology ‘Corporate Citizenship (CC)’ emerged in the mid-1990, and although relatively new, it is a prominent term in key debates about business ethics globally (Crane & Matten, 2010, p. 73). Corporate citizenship describes the corporate function for governing citizenship rights for individuals (Crane & Matten, 2010, p. 78) Carroll and Buchholtz (2003, p. 31) have shown how the concept of CSR has developed (see Figure 2.2). 


[bookmark: _Toc322941038][bookmark: _Toc322941264][bookmark: _Toc323815039]Figure 2.2	Corporate Citizenship Concepts
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Source: Carroll & Buchholtz (2003) 


A new concept ‘Shared Value’ has recently been introduced by Porter and Kramer (2011)  which ‘involves creating economic value in a way that also creates value for society by addressing its needs and challenges.’ As they put it, ‘shared value is not social responsibility, philanthropy, or even sustainability, but a new way to achieve economic success (2011, p. 1)’. In this concept, corporate success and social welfare are not a zero-sum game, in other words, short-term profit and long-term profit can been achieved simultaneously. In the soap industry, Unilever has embarked on this concept (Porter & Kramer, 2011) and been increasingly developing their ‘socio-economic’ programmes especially in emerging markets. Porter and Kramer view that the most important thing a corporation can do for society is contribute to the economy, and recent approaches of corporations are ‘neither strategic nor operational but cosmetic (2006, p. 2)’. It could be argued that many multinationals use their CSR/sustainability features as public relations and media campaigns, partly because they cannot see the direct interconnection between social responsibility and actual profit.

2.2.3 [bookmark: _Toc322732077][bookmark: _Toc323894663]Stockholder vs. Stakeholder

Stockholder’s view

Nobel prize-winning neo-classical economist Milton Friedman has advocated in his book ‘Capitalism and Freedom’, cited in his later work ‘The Social Responsibility of Business Is to Increase Its Profits’ that ‘in such an economy (free economy), there is one and only one social responsibility of business – to use its resources and engage in activities designed to increase its profit so long as it stays within the rules of the game, which is to say, engages in open and free competition without deception or fraud (1970, p. 126).’

Friedman has two arguments for his position: 1) Stockholders are the owners of the corporation, and hence corporate profits belong to the stakeholders. 2) Stockholders are entitled to their profits as a result of a contract among the corporate stakeholders. 

Stakeholder’s view

Today, many corporate codes of conduct are organised around stakeholder principles. R. Edward Freeman (2004, p. 56) proposed a stakeholder theory which “replaces the notion that managers have a duty to stockholders with the concept that managers have a fiduciary relationship to stakeholders.” 

Freeman and Reed (1983, p. 91) distinguish two senses of stakeholder;
· the narrow definition which includes those groups who are vital to the survival and success of the corporation, traditionally six stakeholder groups have been identified: stockholders, employees, customers, managers, suppliers, and the local community.
· the wide definition which includes any group or individual who can affect or is affected by the corporation.

There have been arguments against both theories, some of which are noted as follows.

Arguments against Stockholder’s view

Boatright (1994) argues in his provocative article “What’s so special about shareholders?” that Friedman and his followers are mistaken in their view that a firm is a nexus of contracts and that managers are mere agents of the stockholders. 

Pfeffer (1994, p. 6) provides analysis of how corporation can gain competitive advantage by empowering their employees because “traditional sources such as financial resources, product and process technology, protected or regulated markets, and economies of scale can still provide competitive leverage, but to a lesser degree now than in the past.”

Reichheld and Thomas (1996, p. 1) state that “US corporations lose half of their customers in five years, half their employees in four, and half their investors in less than one”, and argues that the fundamental mission of business is not profit, but value creation, which builds loyalty. 

The London Stock Exchange has endorsed the Turnbull Committee report and as a result all companies listed on the London Stock Exchange will have to take into account “environment, reputation, business probity issues when implementing internal controls (Ethical Performance, 1999). Even in the U.S, during the merger and acquisition craze of the 1980’s, several states passed laws permitting the managers to take into account the needs of the other stakeholders.

Arguments against Stakeholder’s view

Theodore Levitt (1970)  has argued in defence of deceptive advertising and in favour of strong industry lobbying to have the government pass laws that are favourable to business and to reject laws that are unfavourable. 

Albert Carr (2004) has argued that business is like the game of poker and thus, just as in poker, behaviour that is unethical in everyday life is justified in business. (Carr does admit that just as in poker there are some moral norms for business.)

John Hasnas (2004) maintains that stakeholder theory is without an adequate foundation. Even if you could increase total welfare by so doing, it would still be wrong from a non-consequentialist perspective. 

Viewing these arguments on both stakeholder and shareholder theories, neither of them appear to revolt against the idea that businesses have obligations to society in some way. The stakeholder theorist, Carroll (1991, p. 43) legitimately defends Friedman’s view on the grounds that even Friedman has clearly included not only economic but also legal and ethical responsibilities in his claim (only philanthropy is missing); management is ‘to make as much money as possible while conforming to the basic rules of society, both those embodied in the law and those embodied in ethical custom (1970, p. 122).’ This Carroll’s defence of Friedman’s view poses a question – ‘this being so, how discernible is the difference between stockholder theory and stakeholder theory?’ Beauchamp and Bowie’s (2004, p. 47) approach to this point is that the perspective between these two theories appear to be poles apart but that they could coincide in terms of managerial behaviour. For example, the Friedmanite treats employees (stakeholders) well in order to make a profit, while the stakeholder theorist treats employees (stakeholders) well because it is the right thing to do. What distinguishes between these two approaches is 1) the motive in the stakeholder’s interest and 2) short-term or long-term profitability. 

Most employees probably do not mind which theory their managers hold as long as they are treated well, but it would be risky to ignore this point, because the motive of stockholder’s view is legitimately associated with serious issues, such as excessive executive compensation, as seen in the past several corporate scandals (e.g. golden parachutes for Enron executives and Lehman Brothers). It could be explained as ‘self-interest’ and ‘good ethics’ generally coincide, because it is usually in one’s interest to act morally. At the same time, a business practice that might be prudentially justified may lack moral merit and may even be morally wrong (Beauchamp & Bowie, 2004, p. 3). It is therefore important for researchers to address any ethical issue though both prescriptive and descriptive approaches. 

[bookmark: _Toc323894664][bookmark: _Toc322732078]2.3	Sustainability
[bookmark: _Toc323894665]2.3.1	Definitions

The leading players in the soap industry, including the chosen three companies for this study, mostly issue ‘sustainability’ reports for their corporate social reporting and other business communications. However, a recent Harris Poll discovered that 53 per cent of Americans did not know what the term, ‘sustainability’, meant (Carroll A. B., 2009). Despite its widespread use, the term ‘sustainability’ seems to be interpreted in different ways. The difference between CSR and sustainability is not clear-cut. Carroll and Buchholtz (2009, p. 51) state that sustainability is starting to become a synonym for CSR, whereas Porter and Kramer (2006, p. 80) put sustainability as one of the proponents of CSR, which emphasises environmental and community stewardship. The most common usage of sustainability is in relation to sustainable development, which is typically defined as ‘development that meets the needs of the present without compromising the ability of future generations to meet their own needs (World Commission on Environement and Development, 1987).’ The definition offered by Crane and Matten (2010, p. 34) is that ‘sustainability refers to the long-term maintenance of systems according to environmental, economic and social considerations.’

The concept of sustainability has been broadened to the three dimensions of environmental, economic and social considerations based on the ‘triple bottom line’ – profit, people and planet, developed by John Elkington (1997, p. 70). Sustainability represents the idea that business does not have just one single goal- namely adding economic value – but that it has an extended goal set which necessitates adding environmental and social value too (Figure 2.3). Each perspective can be described as follows:

Environmental perspective
Many people still think that sustainability is a purely environmental concept (Hediger, 1999). The concept of sustainability is generally regarded as having emerged from the environmental perspective, most notably in forestry management and later in other areas of resource management.
Economic perspective
The economic perspective on sustainability initially emerged from economic growth models that assessed the limits imposed by the carrying capacity of the earth. There are two views on economic perspective of sustainability (Crane & Matten, 2010, p. 35):
· Narrow concept – it focuses on the economic performance for the corporation itself.
· Broader concept – it includes the company’s attitude towards and impacts upon the economic framework in which it is embedded. For example, bribing, building cartels, or avoiding paying corporate taxes is unsustainable on this concept. 
Social perspective
The development of the social perspective on sustainability has tended to trail behind that of the environmental and economic perspectives (Scott et al., 2000). The key issue in the social perspective is that of social justice. 80 per cent of the world’s gross domestic product belonging to the one billion people living in the developed world and the remaining 20 per cent shared by the five billion people living in developing countries (Crane & Matten, 2010, p. 36). The UN’s Millennium Development Goals set out specific targets and indicators to be archived by 2015 with the aim of challenging for a more equitable world. The eight Millennium Development goals (United Nations Development Programme, 2012) are to:
1. Eradicate extreme poverty and hunger
2. Achieve universal primary education
3. Promote gender equality and empower women
4. Reduce child mortality
5. Improve maternal health
6. Combat HIV/AIDS, malaria, and other diseases
7. Ensure environmental sustainability
8. Develop a global partnership for development

Although the goals and targets identified by UN are essentially the responsibility of governments to achieve, Nelson and Prescott (2008, p. 5) argue that all of them are relevant for the private sector in today’s interdependent global economy. 

[bookmark: _Toc323815040]Figure 2.3	The three components of sustainability
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Source: Crane, A., & Matten, D. (2010)

[bookmark: _Toc323894666]2.3.2	Sustainability Reporting

How can corporate social performance be measured? – It is a vital question to pose if corporations are to progress towards transparency. Current tools and techniques to assess social performance includes ‘social auditing’, ‘environmental accounting’, ‘sustainability reporting’, and ‘other mixtures of these term’, which yield problems of inconsistency in use. 

Standardisation is a challenge that has been conducted by non-profit organization, Global Reporting Initiative (GRI) (https://www.globalreporting.org). GRI provides all companies and organisations with a comprehensive sustainability reporting framework that is widely used around the world.  It was spearheaded by Coalition for Environmentally Responsible Economies (Ceres), a national network of investors, environmental organisations, and other public interest groups working with companies, in conjunction with the U.N. Environment Programme (UNEP). The first GRI guidelines (GR1) were released in 2000, which was developed to G3.1 guidelines in 2011. Today, GRI oversees a network of 30,000 professionals from around the world by 2012 (GRI, 2012). The guidelines have been considered the ‘de facto global standard of reporting.’

Pacific Sustainability Index (PSI) is an analysis tool of sustainability reporting developed by a research institute, the Roberts Environment Centre at Claremont McKenna College in California, which aims to involve students in real-world environmental issues to train them to analyse the issues from as broad a perspective as possible (http://www.roberts.cmc.edu/). The centre’s current research is focused on global corporate environmental transparency and performance. Morhardt (2009) argues that many of the studies of latent content amount to just ticking off topics and displaying them as a matrix of topics in individual reports or as percentages of companies addressing each topic, but a more sophisticated multi-level analysis can be conducted with PSI by documenting complexity of disclosure and its quantitative content. The PSI deals with 60 baseline topics and 20 additional sector-specific topics of up to seven levels contributing to the score.  

These programmes are still in the relatively early stages of development, yet they clearly offer considerable potential in providing more effective means for assessing, and ultimately improving, the sustainability and accountability of corporations through social accounting. 

[bookmark: _Toc322732081][bookmark: _Toc323894667]2.4 	Prescriptive Approach
[bookmark: _Toc322732082][bookmark: _Toc323894668]2.4.1	Morality and Ethical Theory

Beauchamp and Bowie (2004, p. 2) distinguish the terms morality and ethical theory as ‘morality consists of what persons ought to do in order to conform to society’s norms of behaviour, whereas ethical theory concerns the philosophical reasons for and against aspects of the morality stipulated by society.’ Crane and Matten (2010, p. 8) feature the relationship between morality, ethics, and ethical theory in Figure 2.4. It is a critical process to assess and reassess ethical issues and dilemmas philosophically based on ethical theories. It can be argued that ‘morality’ can be assessed by descriptive approach but ethical theory requires more in-depth analysis through prescriptive approach, as discussed above (2.1 Introduction). 

[bookmark: _Toc323815041]Figure 2.4 	The relationship between morality, ethics, and ethical theory
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Source: Crane & Matten (2010)








[bookmark: _Toc322732083][bookmark: _Toc323894669]2.4.2	Normative Ethical Theory

Prescriptive ethics is evaluated with complexity of numerous ethical principles which evolves in the face of social change and philosophical criticism. Key theories and categorisation of them are pragmatic as they significantly vary among different researchers. Beauchamp and Bowie (2004, p. 28) claim that ‘although it may seem as if there is an endless array of disagreements across the theories, these theories are not in all respects competitive, and in many ways they are complementary.’ As space does not permit, the following six theories have been chosen for my research:

1) Utilitarian theories
2) Kantian ethics
3) Right theories
4) Theories of justice
5) Virtue theories
6) Ethics of Care
1) Utilitarian theories – Teleological, Consequentialist 

Philosophers, David Hume (1711-76), Jeremy Bentham (1748-1832), and John Stuart Mill (1806-73) first developed Utilitarianism. Mill conceptualises Utilitarianism as; the happiness which forms the utilitarian standard of what is right in conduct is not the agent’s own happiness, but that of all concerned (Mill, 1863, p. 24).

Utilitarianism is committed to the maximisation of the good and the minimisation of harm and evil (Beauchamp & Bowie, 2004, p. 17), which can be adapted to optimal productivity through efficacy in the business world, e.g. cost-benefit analysis, risk management, management by objectivise. Hedonistic utilitarians, including Bentham and Mill, believe that pleasure and only pleasure is ultimately good, while pluralistic utilitarians believe in multiple intrinsic values such as friendship, knowledge, courage, etc. (Beauchamp & Bowie, 2004, p. 18) Utilitarianism is also committed to the measurement and comparison of goods. For instance, consumer behaviour can be empirically observed as prices change in the market. 
A major problem for utilitarianism is whether or not happiness or value can be measured or compared for the right actions. It could be measured, for example, in ‘consumer behaviour on price changes’, but not in ‘consumer ethical purchase’. Utilitarianism has also been criticised on the grounds that it ignores non-utilitarian factors which may result in injustice, because the greatest value for the greatest number of people may sacrifice a minority. For example, a minority of children forced into labour might suffer for the majority. 

2) Kantian Ethics – Deontological, Non-consequentialist, Ethics of Duty

The German philosopher Immanuel Kant (1724-1804) proposed in his ‘Foundations of the Metaphysics of Morals (1785)’ that ‘persons should be treated as ends and never purely as means to the ends of others (Kant, 2004, p. 22). ‘Respect for the human being’ or ‘respect for the individual’ is the core idea in Kantian theories. As Kant’s theory finds motives for actions to be of the highest, acting in the corporate self-interest derives no moral credit even if it is acceptable in society. Kant also maintained that the person’s motive for action must involve a recognition of moral duty (obligation) alone, not of self-interest or compassion. A theoritical framework called ‘categorical imperative’ was developed by Kant summerising his arguments in the following three maxims, which can be used to test if actions are morally right or not (De George, 1999):
Maxim 1: 	Act only accoring to that maxim by which you can at the same time will that it should become a universal law.
Maxim 2:	Act so that you treat humanity, whether in your own person or in that of another, always as an end and never as a means only.
Maxim 3:	Act only so that the will throught its maxims could regard itself at the same time as universally lawgiving. 
Maxim 1 checks if the action is consistent and universal, Maxim 2 checks whether human dignity is considered, and Maxim 3 tests the acceptability of other rational actors. This maxim 3 has been refered to as the ‘New York Times test’ (Trevino & Nelson, 2007, p. 99) to check if one would be uncomfortable if one’s actions were reported in the press. 
However, there is an argument that Kant emphasises universal obligations at the expense of particular obligations, for instance, if a business person treats his/her regular customers well, this act may not be inconsistent with Kantianism. (Crane & Matten, 2010, p. 108). Kant’s categorical imperative is also criticized as it can be too complicated to apply to each case.

3) Right theories

Corporations are increasingly judged with regard to their attitude to human rights. The Business and Human Rights Resource Centre, for example, established that over 270 companies had published policies on human rights (Company Policies, 2010). 

The British philosopher John Locke (1632-1714) conceptualised the notion of natural rights which have evolved to human rights. Right theories are viewed as reaching areas Utilitarianism and Kantianism cannot encompass. As noted in the previous section, Utilitarianism has a problem of distribution of utility which may lead to violation of some people’s rights. There is correlativity between rights-based theories and obligations (or duties)-based theories (Kantianism), which is central to morality, however the difference between them could be argued to be complexity of the Kantian imperative and simplicity of human nature or human dignity. 

Human rights are of two types; liberty rights (negative rights) and benefit rights (positive rights), i.e. the right not to be beaten or not to be sold into slavery is liberty right, and the right to food or medical care is benefit right. They may be also categorized in other two kinds; moral rights and legal rights. 

On the other hand, there are some arguments against the Right theories. Due to the current proliferation of various rights, it is unclear which claimed moral rights should be protected, to what extent they should be protected, and which rights should take precedence over others (Carroll & Buchholtz, 2003, p. 208). It is also questionable that legal rights are morally honoured because lawmakers bestow legal status upon rights claims for political reasons rather than moral reasons (Carroll & Buchholtz, 2003, p. 208). Crane and Matten (2010, p. 109) argue that notions of rights are quite strongly located in a Western view of morality, which might cause a considerable amount of friction if directly transferred on communities with different cultural and religious legacies. 

4) Theories of Justice

There are three main approaches to the theories.

Egalitarian approach
The Egalitarian claim that burdens and rewards should be distributed equally has largely contributed to socialism e.g. justice for the working class during the industrial revolution. However, the main problem of the Egalitarian approach is that it ignores differences between individuals such as different skills and different work attitudes. It also discourages innovation as everyone is rewarded equally anyway (Crane & Matten, 2010, p. 112). Overall, it could demotivate individuals and restrict their freedom of healthy activities in the existing free market. 


Nozick’s non-Egalitarian (Libertarian) approach
Robert Nozick’s ‘entitlement theory’ suggests that a theory of justice should work to protect individual rights. It rejects all distributional patterns and is committed to a form of procedural justice, which is dependent of fair procedures of acquisition, transfer, and rectification. He considers ‘a distribution is just if everyone is entitled to the holding they possess under the distribution’ (Nozick, 1974, p. 151). Although this approach is largely applied in free society, it could lead to considerable inequality in the real world that people differ in income, ability, health, and social status. For example, it is visible when developing countries compete with highly industrialized counties (Crane & Matten, 2010, p. 113). 
Rawls’s somewhere-in-the-middle approach
‘Difference principle’ is presented in John Rawls’s writing “A Theory of Justice (1971)” which states that all economic goods and services should be distributed equally except when an unequal distribution would work to everyone’s advantage (or at least to the advantage of the worst of  in society) (Beauchamp & Bowie, 2004, p. 632). His approach might be somewhere in the middle of the previous two extremes. According to Rawls, justice is achieved (or tested) when:
1. Each person is to have an equal right to the most extensive total system of basic liberties compatible with a similar system of liberty for all.
2. Social and economic inequalities are to be arranged so that they are both:
a) to the greatest benefit of the least advantaged; and
b) attached to offices and positions open to all under conditions of fair equality of opportunity. (Crane & Matten, 2010, p. 113).
The first point looks to general human rights, whereas the second point is quite controversial because it is based on the assumption that inequalities are unavoidable in capitalism, which rejects radical egalitarianism. Rawls adds two conditions, arguing that social constitutions are just if and only if (a) even the one who profits least from it is still better off than they would be without it, and (b) everyone had a fair chance of ascending the corporate ladder, regardless of gender, race, etc. For instance, multinationals’ exploitation of low wages and poor conditions in less developed countries could be justified by this approach under certain conditions such as providing school education or basic healthcare in the local community (Crane & Matten, 2010, p. 116). 
5) Virtue theories

Utilitarianism, Kantianism and Rights theories chiefly focus on obligations and rights, whereas virtue theories emphasise on desires of virtuous decision-makers who perform actions. Crane and Matten (2010, p. 118) define the theories as ‘virtue ethics contends that morally correct actions are those undertaken by actors with virtuous characters. Therefore, the formation of a virtuous character is the first step towards morally correct behaviour.’

It could be argued that ‘the formation of a virtuous character’ is more than habitual training, although obligations can be built through training. Aristotle found that virtuous character is neither natural nor unnatural; it is cultivated and made a part of the individual, much like a language or tradition (Crane & Matten, 2010, p. 118) It may imply that it is rather difficult to develop this foundation in business organisations by short-term training, although character education programs have been launched and valued by a few institutes in the States. Morally good person with the right desires or motivations is more likely to understand what should be done, more likely to be motivated to perform required acts, and more likely to form and act on moral ideals than would morally bad person (Beauchamp & Bowie, 2004, p. 32). 

However unlike virtues such as honesty, fairness, truthfulness, benevolence, and non-malfeasance, virtues such as competitiveness and toughness are subject to moral criticism (e.g. former CEO of Sunbeam Al Dunlap for his bully management). 

6) Ethics of Care (Feminist ethics)

Unlike the names of this theory suggest, Ethics of Care (Feminist ethics) are viewed more broadly than as female approach to ethics, which is often seen as Buddhist perspective.  It can be defined as ‘an approach that prioritises empathy, harmonious and healthy social relationships, care for one another, and avoidance of harm above abstract principles (Crane & Matten, 2010, p. 120).’ Borgerson (2007) states three key elements of this approach, relationships, responsibility, and experience. Borgerson’s perception can be summarised as; ethical decision-making askes for active (not defensive) taking of responsibility based on past experiences through interpersonal relations. For example, ‘child labour’ in developing countries can be acceptable in this principle, if the children are not forced to work, and live happily in the harmony with family and others.

In summary, the main purpose of this research lies in the practical utilisation of this rich source of assistance. Crane and Matten (2010, p. 127) suggest that the researcher views an ethical problem through the ‘prism’ of ethical theories rather than the ‘lens’ of ethical theories, which provides us a variety of considerations for solving the ethical dilemma. This pragmatic approach of ethical theories would be considered to help to articulate a variety of ethical views and consider responses to problems. Beauchamp and Bowie (2004, p. 41) also discuss that there are dangers in transferring the case methods in law and business to business ethics. It could be said that transferring the case methods in ethics to business ethic as well. In this respect, cases of business ethics should be examined in terms of the equilibrium of theories and moral acceptability, which is believed to lead to a coherent decision-making.

[bookmark: _Toc322732084][bookmark: _Toc323894670]2.5 	Descriptive Approach
[bookmark: _Toc322732086][bookmark: _Toc323894671]2.5.1	Ethical Sourcing – Palm Oil

Crude Palm Oil (CPO) is an important and versatile raw material for both food and non-food industries. Palm Kernel Oil (PKO) is mainly employed in the oleo-chemical industry as a feedstock for the production of surfactants (washing active substances) for laundry detergents, household cleaners, and cosmetics. Driven by ever increasing global demand, from the 1990s to the present time, the area under palm oil cultivation had increased by about 43%, mostly in Malaysia and Indonesia - the world's largest producers of palm oil (Roundtable on Sustainable Palm Oil, 2009). Development of new plantations has resulted in the following damage to environment and society.

· Conversion of large areas of forests with high conservation value
· Threats on the rich biodiversity in ecosystems such as endangered orang-utans, tigers, and rhinos
· Higher rate of CO2 emission 
· Forest fires due to use of fire for preparation of land 
· Social conflicts between indigenous communities and growers in some places

In response to the urgent and pressing global call for sustainably produced palm oil, the Roundtable on Sustainable Palm Oil (RSPO) was formed in 2004 with the objective of promoting the growth and use of sustainable oil palm products, Certified Sustainable Palm Oil (CSPO), through credible global standards and engagement of stakeholders. Today it has 609 members who are oil palm producers, palm oil processors or traders, consumer goods manufacturers, retailers, banks and investors, environmental or nature conservation NGOs and social or developmental NGOs (RSPO, 2009). 
However, there have been a number of criticisms of RSPO processes, one of which is a controversial purchasing system of sustainable palm oil. RSPO has established a certification procedure and three marketing models for palm oil from sustainably managed palm oil plantations: segregation (physical separation of sustainable and normal palm oil streams), mass balance (controlled mixing of sustainable and normal palm oil), and the Book & Claim system. The Book & Claim system offers the traders to do business with RSPO certificates, which are often called GreenPalm certificates as it is run by the GreenPalm Company (http://www.greenpalm.org/). Appendix 1 shows how it works. The arising problems of GreenPalm certificates are 1) Companies are virtually offsetting the certificates and 2) The system discourages production of sustainable palm oil as the certificates are traded at lower cost than physical oil.
In terms of RSPO, it has been identified that there are ‘several weaknesses such as the governance structure that is seen to be industry-biased, a weak code of conduct, inadequate organizational capacity and the failure to promote a blanket ban on deforestation (Teoh, 2011, p. 23).’  

[bookmark: _Toc323894672]2.5.2	Soap War

‘Soap war’ is often used for news headline to describe fierce competitive battles among soap companies. The soap multinationals such as P&G and Unilever have a bitter history of price wars, comparative adverts, an espionage incident, and stealth marketing. The soap industry is highly concentrated, which has formed an oligopolistic market. This market condition therefore encourages the leading companies to conduct such competitive behaviours.  

Ethical issues in dealing with competitors can relate to two distinct problems; overly aggressive competition and insufficient competition (Crane & Matten, 2010, p. 406). Overly aggressive competition sometimes goes beyond the ethical boundaries of competitive behaviour. In 2001, an industry espionage came to light when private investigators hired by P&G to find about its competitor’s hair care business, had sifted through rubbish bins outside Unilever’s offices. Although this may not directly affect other stakeholders’ rights, ‘an industry saddled with a reputation for spying and secrecy is unlikely to be a supportive context for any business to develop such capabilities (Crane, 2005, p. 239).’

Anti-competitive behaviour such as collusion and cartels can result in companies being able to abuse their dominance in a market to exploit customers through higher prices. It thus violates consumers’ right to a fair price. There are four types of pricing practices where ethical problems are likely to arise (Crane & Matten, 2010, p. 357): excessive pricing (price gouging), price fixing, predatory pricing and deceptive pricing. In 2011, it was reported that several soap multinationals exercised price fixing in Europe, which resulted in a total of few hundred millions euro fine imposed. Although there are regulatory agencies in place to police market distortions of this kind, for instance the Competition Directorate of the European Commission for pan-European issues, it seems to be difficult to determine such cases because the distortions are often opaque and market conditions sometimes fail to explain the perceived unfairness of prices (Crane & Matten, 2010, p. 357).  

The soap industry, in this respect, can be described as a mixed battlefield of both overly aggressive competition and insufficient competition. In the context of business ethics, this is a highly significant issue which causes a number of ethical issues in the business-consumer relations. These issues affect decision making that emerges at several different levels in corporate life, such as whether to place a new product on the market, how to price a product, how to advertise, and how to conduct sales (Beauchamp & Bowie, 2004, p. 401). It would be highly inevitable for the soap companies to tackle their codes of conduct and ethics from the stakeholder’s viewpoints which are affected by these incidents over long term.

[bookmark: _Toc322732088][bookmark: _Toc323894673]2.5.3	The Bottom of the Pyramid

As another contemporary example of ethical issues in marketing strategy, the bottom of the pyramid (BOP) concept needs to be mentioned here because soap multinationals are largely involved in it. The concept essentially urges multinationals to tap into the ‘fortune at the bottom of the pyramid’ of economic development by offering innovative products and services to the world’s poorest people in Africa, Asia, and Latin America (Crane & Matten, 2010, p. 367). The soap companies have been selling “single-serving’ versions of their products from detergents to shampoo. Many are designed explicitly for the poor and do not even require hot water.  More than 60 per cent of the value of the shampoo market and 95 per cent of all shampoo units sold in India are now single-serve (Hammond and Prahalad, 2004)
Prahalad and Hammond (2002, p. 48) put it, ‘They (multinationals) need only act in their own self-interest, for there are enormous business benefit to be gained by entering developing markets.’ However, Karnani (2007, p. 91) has identified that ‘the profit opportunities are actually quite limited,’ which means that the drive towards more inclusive markets in developing countries probably relies as much on social purpose and corporate responsibility as it does on naked profit motivation. Jaiswal (2007) also views that firms should focus on the poor. They have been followed by Charterjee (2009, p.10) criticising the products such as “shampoo without water” that diminish the need for water, posing a question - ‘what is the first thing about their lives that they want to change? On the other hand, Davidson (2009) warns of the threat that such engagement in BOP strategy will be perceived as exploitation and manipulation of vulnerable consumers.

With these social issues, it could be argued that the risk of social initiatives might not only harm companies’ finance but also easily invite public distrust and corporate reputation when consequences come to have an unexpected end.

[bookmark: _Toc322732089][bookmark: _Toc323894674]2.6 	Conclusion

In conclusion, it can be seen that CSR has fairly established its status in a field of business ethics and has welcomed the phase of evolution towards Corporate Citizenship. However, with obscure forms of measurement and extended definitions, CSR concept leaves companies and society numerous ethical dilemmas arising in the fast changing society. On the other hand, ‘sustainability’ has approached from its environmental initiatives and has started to be synchronized with CSR in the cause of the same goals. In this sense, these two concepts share many features in common, but each of them has its unique value separately. While CSR emphasizes on ethics and morality, sustainability does on environment. In my research, both concepts will be used to outreach each scope.

When making managerial decisions or trying to solve ethical issues, it is probably tempting to approach them with conventional norms prevailing in the society. However, in business ethics, it is seen that such conventional approach might mislead or damage companies if there is lack of philosophical foundation underneath. Although many tools of assessing issues are available, it is important to use ethical theory specified to each specific issue in an attempt to find potential solution along with conventional assessment.  What we need is not a theory for science but for practice, which ought to support and encourage people in their business lives on a daily basis. 

With increasing business use of information technologies, corporate behaviours widely accepted in the society are now exposed and questioned. Soap multinational companies who have focused on short term objectives, are now facing a number of challenges for long term objectives.  It is therefore crucial that corporations are prepared for these current and potential challenges and establish the transparent and communicative relations with their stakeholders. 



[bookmark: _Toc320387115][bookmark: _Toc323894675]Chapter Three	Methodology
[bookmark: _Toc320387116][bookmark: _Toc323894676]3.1	Research Method
[bookmark: _Toc320387117][bookmark: _Toc323894677]3.1.1	Case Study

This study employed the use of a case study. Yin (2009, p. 18) defines a case study as ‘an empirical inquiry that investigates a contemporary phenomenon in depth and within its real-life context, especially when the boundaries between phenomenon and context are not clearly evident.’ 

Case studies have often been viewed as a less desirable form of inquiry than either experiments or surveys, because it provides little basis for scientific generalisation and allows investigators to have equivocal evidence or biased views (Yin, 2009, p. 14). In an attempt to overcome these problems, the researcher has challenged the concern of possible bias by working hard to report all evidence fairly, and also aimed to enumerate frequencies (statistical generalisation) through ‘content analysis’ as well as generalise theories (analytic generalisation).

This dissertation concentrates on a small sample from a single industrial sector, which allows the researcher to conduct more in-depth analysis. Three corporations are chosen to for this research; P&G, Unilever, and Henkel (see Table 1.1). Reasons of this selection are the similarities they share. First, their primary businesses commonly stem from soap manufacturing, although they have extended to a wide array of other consumer products globally. Second, they commonly hold sales of soap and detergent accounting for a half of net sales. Third, as mentioned above, they are all ranked in the Fortune Global 500 as soap products companies (Fortune, 2011) and also own the top market shares of textile washing products (laundry detergent products) ; Procter & Gamble (29.4%), Unilever (16.4%), and Henkel (10.3%) in 2010 (Datamonitor, 2011). The dynamic economic scale of these blue-chip companies could generate similarities in ethical dilemmas and issues surrounding them. 



[bookmark: _Toc323894717]Table 3.1	The chosen companies for the research
	Company
	Sales of soap and detergent segment
	Brands

	Procter & Gamble
	$44,582 million (Beauty / Fabric Care & Home Care) *: 54 % of net sales
	Ariel, Tide, Bounty, Febreze, Fairy, Ivory, Herbal Essence, etc.

	Unilever
	€23,677 million (Personal Care / Home Care): 51% of net sales
	Dove, Lifebuoy, Surf, Comfort, Domestos, Cif, VO5, etc.

	Henkel AG & Co. KGaA
	€7,703 million (Laundry & Home Care / Cosmetics & Toiletries): 49 % of net sales
	Persil, Dial, Schwarzkopf, Fa, Pril, etc.


Sources: Annual Reports 2011 of each company
* P&G’s toothpaste products are excluded as they are categorized in Health Care (pharmaceuticals). 

[bookmark: _Toc320387118][bookmark: _Toc323894678]3.1.2	Case Study Design

The concept of ‘multiple-case study’ was applied to the research in an attempt to achieve all the research objectives. An advantage in comparison with a single case is that the evidence from multiple cases is often considered more compelling and the overall study is therefore regarded as being more robust (Yin, 2009: 53;  Herriott & Firestone, 1983). The disadvantage of multiple cases is that the rationale for single-case designs cannot usually be satisfied by multiple cases. The researcher however attempted to establish the rationale for the multiple-case study by interlinking the characters of different cases with prescriptive approaches by use of ethical theories. Also, a case study of the overall data was conducted for each sample (company).   

Thus, the case study of this research consists of four contexts; environmental responsibility, economic responsibility, and social responsibility, and sustainability overview (Figure 3.1), based on the definition of sustainability (Chapter Two). Each context and case has been chosen carefully through literature review and determined through data gathering. Each case study includes two ‘embedded units of analyses’; 1) external source: news clippings and 2) internal source: official corporate documents (Figure 3.2). 
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Figure 3.2 Case Study Structure


Source: Developed from Yin’s (2009) ‘case study design’ 
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[bookmark: _Toc323894679]3.1.3	Triangulations

According to Denzin & Lincoln (1994), triangulation technique allows researchers to view the core area of the research through a number of different lenses, so this “depth and density” can be added in a number of ways. Yin (2009, p. 18) states that the case study inquiry ‘relies on multiple sources of evidence, with data needing to converge in a triangulating fashion.’ Jick (1979) also contends that triangulation has vital strengths, encourages productive research, enhances qualitative methods and allows the complementary use of quantitative methods.

In my research, ‘data triangulation’ and ‘triangulation of theories’ are adopted to the case studies. Empirical data gathered from two different data sources; news clippings and corporate documents, could enhance validity of the researcher’s observations on current social phenomena and interest. The collected data are then analysed by different sorts of ethical theories to develop in-depth insights of business ethics. 

[bookmark: _Toc320387127][bookmark: _Toc323894680]3.1.4	Pilot Study

When sampling cases for the case study, it was required to identify which cases best represent CSR/sustainability issues of the soap companies in the current society. Although topics had been predetermined from literature review, the cases were piloted to ensure the case topics are contemporary by counting the number of news clippings for the period of 2010-11concerned to each topic. The dispositions of those clipping; positive, negative, or neutral, is also included to make sure the chosen topics are controversial.  Although this test has entailed a great deal of work and time, it has formed knowledge baseline concerning the industry and contributed to further analysis in the case study.  Appendix 3 shows the results. There are three topics (in red) which receive more negative reviews than the others.  ‘Economy/finance in general’, ‘legal/ethical issues’, and ‘corporate governance’ (in blue) are excluded from the choice, because the majority of those negative clippings are concentrated on ‘Economy/Finance General’, a P&G’s former CEO’s lawsuit of insider trading, a pension scheme, which would not suit my research. These are topics for economics, and lawsuit cases, rather than CSR/sustainability.   Other finding from this test is that typical issues in the soap industry such as deceptive advertising and green-washing are found quite acceptable in the current social world, as a part of innovative marketing. Predetermined topics ranged from ‘ethical sourcing’, ‘ethical consumption’, ‘stealth marketing’, to ‘NGO partnerships’, and ‘emerging market’, which have been refined by the test and focused on the three cases; ‘ethical sourcing, ‘soap war’, and ‘emerging market’. 

[bookmark: _Toc320387121][bookmark: _Toc323894681]3.2	Research Technique
[bookmark: _Toc320387122][bookmark: _Toc323894682]3.2.1	Data Collection

I employed the use of documents in pursuance of my objectives. Advantages of documentary evidence are its stability, unobtrusiveness, exactness, and broad coverage. It covers a long span of time, many events, and many settings (Yin, 2009, p. 102). This feature is particularly suitable for the research project as it demands observation on contemporary issues in two different real-life settings; in the society and within businesses (external and internal). Arguably, obtaining data of global-scale reporting can be possible only when using documentary evidence. 

One of the disadvantages of documentary evidence is the potential overreliance on documents which could lead to the use of misleading information that might be present in such documents. Yin (2009, p. 105) has argued that the researcher is less likely to be misled by documentary evidence and more likely to be correctly critical in interpreting the contents of such evidence by being a vicarious observer (2009, p. 105). The researcher fully understands this and recognises that corporate reports are beneficial in having an insight into the operations of such companies. 

[bookmark: _Toc320387123][bookmark: _Toc323894683]3.2.2	Qualitative Content Analysis

I also used qualitative content analysis in my research. Content analysis has been defined as ‘a research technique for the objective, systematic and quantitative description of the manifest content of communication (Berelson, 1952, p. 18).’ Although it is mainly associated with quantitative data, Mostyn (1985, p. 117) refers to it as ‘the diagnostic tool of qualitative researchers, which they use when faced with a mass of open-ended material to make sense of.’ 

I applied the use of ‘qualitative content analysis’ in my research. Altheide (1996) calls it as ‘ethnographic content analysis’ and has described it as differing from traditional quantitative content analysis, in the sense that the researcher is constantly revising the themes or categories that are distilled from the examination of documents (Bryman & Bell, 2007, p. 572). The aim of ethnographic content analysis is ‘to be systematic and analytic but not rigid (Altheide, 1996, p. 16).’ Insch et al. (1997) advocate a step-by-step process whereby the researcher reviews the literature to develop understanding of the construct of interest and then identifies texts that are likely to capture it (Bryman & Bell, 2007, p. 303). This step-by-step process has been used in the coding procedure in this research. 

An advantage of this technique is that the systems and procedures are clear and non-obstructive, which leads to higher reliability and validly (Collis & Hussey, 2003, p. 257), while a disadvantage is that the results of content analysis are ‘not generalisable to the wider population (Cameron & Price, 2009, p. 430).’ However, Normann (1970) argues that it is possible to generalise from a very few cases or even a single case, if the analysis has captured the interactions and characteristics of the phenomena studied. Thus, the researcher has challenged it by interlinking multiple case studies to critically evaluate the prevailing phenomena, which could be generalised and extended to other soap companies and possibly generalise all multinationals in general.

In the coding stage of the analysis, ‘latent content analysis’ is applied to this research. Robson (2002, p. 354) states that manifest items are those which are physically present (e.g. a particular word); while latent content is a matter of inference or interpretation on the part of the coder. Although it is the most straight-forward if words are identified, sometimes words in isolation from context can be meaningless (Cameron & Price, 2009, p. 433). Also, counting frequency of words in corporate reports might present CSR penetration rate or comparison of each company, but would not lead us to discover the reality of corporate information disclosure.  

[bookmark: _Toc320387124][bookmark: _Toc323894684]3.2.3	Selecting Documents

As content analysis is limited to the context of the text that the researcher is viewing, it is important that the researcher has a robust and well-reasoned sampling strategy (Cameron & Price, 2009, p. 433). Scott (1990, p. 6) suggests four criteria for assessing the quality of documents.

· Authenticity – is the evidence genuine and of unquestionable origin?
· Credibility – is the evidence free from error and distortion?
· Representativeness – is the evidence typical of its kind, and if not, is the extent of its untypicality known?
· Meaning – is the evidence clear and comprehensible?

Based on Scott’s four criteria, I adopted two different documentary sources for two different purposes; data on prevailing corporate behaviours and data on corporate reporting (see Table 3.2, Table 3.3). 

[bookmark: _Toc323894718]Table 3.2	Data source sampling framework 1: The Financial Times
	Documents
	The Financial Times (FT)

	Dates
	01/01/2010 – 31/12/2011 (for the last two years)

	Source
	NewsBank, Inc.

	Research Technique
	Latent Content Analysis



Among much mass media, and international newspapers, the FT is chosen for this research because 1) newspaper is more attainable than TV and radio, and is more conventional than magazines and periodicals; 2) an international newspaper covers more global affairs than national papers, and is suitable for the business research of multinational corporations; 3) choice of a single source allows more time to focus on in-depth research. The FT has a combined print and online average daily readership of 2.2 million people worldwide (FT.com, 2012). 

According to Bryman and Bell, the decision about dates is more or less dictated by the occurrence of a phenomenon (2007, p. 306). The particular dates (the latest 24 months) are applied because my research focus is on contemporary issues rather than historical issues. It is also argued that the last few years are crucial to be examined, because 1) the historic global economic crisis and Euro-zone financial corruption may have affected corporate economic policies and  consumers’ ethical consumption, 2) corporate scandals led by the News Corporation have made the public re-aware of ethical issues of businesses, and 3) the soap companies in particular have been struggling with market growth due to maturity of the market, low margins of mass production coupled with the financial crisis.

Although FT.com, FT web-service site, also provides access to past articles, NewsBank has been applied to my research because it offers more researcher-friendly functions such as saving and filing. NewsBank, inc. (http://www.newsbank.com/) is one of the world’s premier information providers providing web-based access to more than 2,000 publications. 

As a result of data collection, there are 1,611 samples concerning P&G, Unilever and Henkel (829 in 2010 and 782 in 2011). All the samples have been scanned and decreased to 1,238 samples by discarding samples which are clearly irrelevant to the ‘soap and detergent’ segment or research subject.

[bookmark: _Toc323894719]Table 3.3	Data source sampling framework 2: Corporate reports
	Documents
	Corporate Sustainability Reports, Corporate Websites, Annual Reports, and other official reports in the public domain

	Dates
	Latest data as of 08/03/2012

	Source
	Corporate websites

	Research Technique
	Pacific Sustainability Index (PSI)



The second set of data is sourced mainly from ‘Sustainability Reports’ of the three companies, which are created based on GRI guidelines (Chapter Two). Although the reports should include all the data of environmental, social, and economic perspectives, ‘corporate financial data’ and ‘code of ethics’ are usually separately published, and some companies also present more CSR/sustainability features on their corporate web pages than in their reports. For instance, Unilever has not published an official sustainability report but included all CSR/sustainability information in their web page contents.  It is therefore essential to obtain information on both formal reporting and on corporate web content. For the same reason, the dates of these reports are set as ‘latest’ data as of 08/03/2012 (the research date) on their corporate websites. This means the data includes the latest reports (2011) and web contents (2012). 

For data analysis of this research, the PSI (http://www.roberts.cmc.edu/) is applied to understand and evaluate corporate transparency. The PSI is an analysis tool of sustainability reporting developed by a research institute, the Roberts Environment Centre at Claremont McKenna College in California, which aims to involve students in real-world environmental issues to train them to analyse the issues from as broad a perspective as possible. The centre’s current research is focused on global corporate environmental transparency and performance. 

The PSI allows researchers to conduct the multi-level analysis through quantities questionnaires and documenting complexity of disclosure. It may be a more sophisticated analysis than many other studies which just ticks off topics and displays them as a matrix of topics in individual reports or as percentages of companies addressing each topic (Morhardt, 2009). Hubbard (2009) also argues that large sets of topics are impossibly complex and that much more manageable subset would be preferable. The PSI deals with 60 baseline topics and 20 additional sector-specific topics, which is highly credible and manageable for academic research. In the PSI, the sector-specific topics are determined by what the top reporters in each sector are reporting, rather than on a construct of what should be reported, which should be aligned with the most topics of the selected leading companies (Morhardt, 2009). 

PSI questionnaires and scoring sheets are available online, of which those for ‘Household, Apparel, and Personal Products sector’ are used for this research analysis (Appendix 2).  Although the centre has published a number of reports on the website, this particular sector has not been published yet (as of March 2012), which is an opportunity for the researcher to conduct primary analysis. Although the purpose of PSI is to rate and rank companies, this is not the case of my research. The purpose of PSI use for my research is to critically evaluate common attitudes and differences among the soap companies. As PSI’s scoring system is not completely visible, a minor part of the scoring has to be developed by the researcher, which however does not affect the reliability of the data for this particular project.

In this research, all the documents have been sourced from web contents, which are only from reputable websites. As web sources are officially in the public realm, there is no violation of confidentiality and privacy of any individuals and organizations. As the website is always updated by third parties, web pages may not have the same contents as when initially accessed. Therefore, all copies of web data sources such as corporate reports and web pages were downloaded during the carrying out the study, and kept as records.  The whole research has been conducted throughout October 2011 - April 2012.

[bookmark: _Toc320387125][bookmark: _Toc323894685]3.2.4	Coding

In content analysis, the quality of the research findings is directly affected by the quality of coding (Cameron & Price, 2009, p. 429) due to the nature of the method.  There are three aspects of coding in content analysis; words, themes, and dispositions. In this research, mixed codes of words, themes, and dispositions are to be identified to gather a greater depth of understanding and of meaningful information.  

As stated in 3.3.2 Qualitative Content Analysis, the coding process has followed ECA approach (Altheide, 1996), which employs some initial categorization, but there is greater potential for refinement of those categories and the generation of new ones (Bryman & Bell, 2007, p. 572). In the coding process of FT news articles, although the researcher initially predetermined a number of themes, she found, as extremely challenging, the number of categorisation and thus created new themes in line with the objectives of the study. Words and themes are allowed to emerge from the data source following ECA approach. As these codes expand, re-categorisation and refinement are required from time to time.  The below content coding manual is applied to determine the codes for FT data, which has been refined a number of times on the demanding basis and finalised (Table 3.4).

[bookmark: _Toc323894720]Table 3.4	Content coding index
	No
	Word/Theme
	Code
	Features
	Disposition

	1
	Economic Perspective



	1
	i - finance
ii - competition
iii - marketing
iv - advertising
	a) – positive
b) – negative
c) – neutral

	2
	Environmental Perspective



	2
	i – eco-efficiency
ii – sustainable development
iii – sustainable partnerships
iv – ethical sourcing
	a) – positive
b) – negative
c) – neutral

	3
	Social Perspective



	3
	i – CSR/sustainability
ii – stakeholder management
iii – legal / ethical issues
iv - philanthropy
v – product development
vi – emerging market
	a) – positive
b) – negative
c) – neutral


Source: Cameron, S. & Price, D. (2009) 

[bookmark: _Toc320387126][bookmark: _Toc323894686]3.3	Validity and Reliability

Although validity and reliability are important criteria in assessing the quality of research for the quantitative researchers, there has been some discussion among qualitative researchers concerning their relevance for qualitative research (Bryman & Bell, 2007, p. 410). Lincoln and Guba (1985) propose ‘trustworthiness’ for qualitative research instead of reliability and validity, which is made up of four criteria; credibility, transferability, dependability, and confirmability. 

Lincoln and Guba (1985) recommend ‘triangulation’ as technique to enhance credibility.  As stated earlier on, case studies are conducted with data triangulation and theory triangulation in my research in order to ensure a very high credibility. 

In terms of transferability, Lincoln and Guba (1985) argue that a thick description provides others with what they refer to as a database for making judgements about the possible transferability of findings to other milieus. To achieve transferability in my research, the case study focuses only on the richer information on the chosen issues in the chosen period of time, rather than holding in all the contexts.

This study was carried out by a single researcher at several stages of the research process. In order to ensure dependability and confirmability, all the records are kept of all phases so that others could follow the research process; including collected data, data sources, downloaded copies of websites, and analysis notes. The researcher has exerted herself to take a ‘vicarious’ to prevent any personal bias from affecting the analysis stage by conducting numeral counting of content analysis. 






[bookmark: _Toc320520025][bookmark: _Toc322374424][bookmark: _Toc323894687]Chapter Four       Results and Analysis

[bookmark: _Toc320520031][bookmark: _Toc322374430][bookmark: _Toc323894688][bookmark: _Toc320520026][bookmark: _Toc322374425]4.1	Case Study 1: Ethical Sourcing – Palm Oil 
[bookmark: _Toc322374431][bookmark: _Toc323894689]4.1.1	Background

Following 'Cooking the Climate' (in November 2007), an 82-page report summarising the destruction of Indonesia's rainforests and peat lands through growing palm oil consumption,  Greenpeace International launched a controversial campaign report titled ‘How Unilever suppliers are burning up Borneo’ in April 2008, alleging that they are fuelling climate change and helping drive orangutans to the brink of extinction. At the time, Greenpeace also released a short film ‘Dove’ brand boycott campaign through the new media YouTube (Figure 4.1), along with Nestlé’s ‘Kit Kat’ boycott campaign. In June 2009, Unilever published an interdependent audit report ‘Verification of the Greenpeace report ‘Burning up Borneo’ (Aidenvironment, 2009)’, and suspended $32.6 million contract with PT Smart, a subsidiary of  the largest palm oil producer in Indonesia, Sinar Mas, which had been proved to be involved in the destruction of rainforest. 

[bookmark: _Toc323815044]Figure 4.1	Greenpeace film: Dove boycott campaign

[image: ]
Source: http://www.youtube.com/watch?v=odI7pQFyjso


[bookmark: _Toc322374432][bookmark: _Toc323894690]4.1.2	Analysis 1 – FT News Clippings


[bookmark: _Toc323894721]Table 4.1	FT News Clippings 2010-11: Palm Oil
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[bookmark: _MON_1394568960][bookmark: _MON_1394568999][bookmark: _MON_1394569219][bookmark: _MON_1394569281][bookmark: _MON_1394569390][bookmark: _MON_1394569398][bookmark: _MON_1394569471][bookmark: _MON_1394569508]
Although ethical sourcing is a highly topical area for the soap industry, it is apparent that there are more negative news clippings than positive ones on the ‘palm oil’ topic in particular. There is no news article related to P&G and Henkel during this period. Reasons for this Unilever’s presence can be 1) it is the largest buyer of palm oil, consuming 1.3 million metric tons for margarine, ice cream, biofuel as well as soap, detergent, and shampoo 2) the controversial reports from the Greenpeace and Unilever’s reactions have collected the public attention on this topic.

Most of the negative reviews can be categorized in three themes; 1) Controversial RSPO process, 2) Host countries’ welfare, and 3) Limited land. A few samples in these categories are shown in Table 4.2. 

Category 1) implies that GreenPalm certificates appear to be problematic (see Chapter Two). It seems that this certificate trading system has been lost in translation which was originally established to promote sustainable palm oil but now is perceived only as a means of compensation to meet the goal by 2015. It is not only the certificate system but the governance structure of the RSPO itself that is identified as corrupted. The industrial bias seems evident as Jan Kees Vis, the Unilever executive is President of RSPO and the board is formed with other corporate executives. However, there is no other forum other than the RSPO that governs the growers and buyers in the international framework at this point (Teoh, 2011). It is therefore required that the UN and local governments are involved in an overhaul of the international and domestic regulations. Alternative organizations are also necessary.  Corporations could possibly contribute to building consensuses within their organisations and stakeholders. Whatever approach is considered, it is important to recognise that even the best designed and managed roundtable cannot solve every issue and all parties have to work hard in unison within a complex arena to achieve sustainable palm oil sourcing. 

Category 2) and 3) in Table 4.2 reflect dilemmas between suppliers’ welfare and buyers’ responsibilities, which has extended to a conflict between the local authorities and the radical NGO.  The producers and local authorities are trying to establish welfare within their consensus of local environmental issues, while RSPO, Unilever and Greenpeace attempt to make decisions on the allocation of production, wealth and employment. This can be mirrored with conflict between macroeconomic and microeconomic issues. It is clear that there is a consensus gap between them on how to proceed with sustainable sourcing of palm oil. 

In the Kantian context, whether or not ‘humanity is treated as an end and never as a means’ should be considered. Arguably, the human dignity of the palm oil producers and their families is not fully respected in regard to two human rights; the liberty human right to receive knowledge on sustainable palm oil and benefit human right to maintain their living standards.

Although all concerned agree with the general aim of nature conservation, they do not seem to understand that consensus has not been consistent across the corporations, suppliers, pressure groups and authorities. When Unilever reacted to the Greenpeace campaign in an extremely radical manner, the producers have been left forced to follow what is decided by the authorities. As a result, human dignity of the producers to live on the production of palm oil is sacrificed without much advance notice and educational support. Sustainable sourcing is of the essence, yet, the rights for the suppliers to attain the consensus shared with buyers and authorities would also be vital. It can be argued that education programmes and consensus development could be more effective than providing these certificates. 


[bookmark: _Toc323894722]Table 4.2	FT negative reviews of Unilever’s palm oil sourcing
	1) Controversial RSPO process
	· While a host of companies, including Unilever, have pledged to buy wholly sustainable oil by 2015, they are now heavily reliant on offsetting GreenPalm certificates rather than physical oil to meet those commitments. (Locas & Deutsch, 2011) 
· Use of these GreenPalm certificates has already stirred controversy. Plantation owners and pressure groups say the certificates, which trade at low levels of $3 to $8 per ton compared with physical palm oil at around $1,100 a ton, do not provide sufficient incentive to farmers to produce sustainable oil. The RSPO has defended the dilution of definitions as "a temporary stopgap measure". (Lucas, 2011d)
· Unilever has signed supply agreements with Europe's Unimills for specialty fats and US-based Cargill for refined palm oil…This is not how many envisaged the scheme working and, say some, could jeopardize pledges set by food producers to use 100 per cent sustainable oil by 2015. (Lucas, 2011b)

	2) Producers’ welfare
	· Deforestation by palm oil producers is considered the largest threat to endangered wildlife and native plants in Indonesia, but the industry is also a significant source of wealth and employment. The country sold 20.8m tons of palm oil in 2009, up 7.6 per cent on 2008 and nearly 50 per cent higher than in 2004 (Deutsch, 2010).
· The head of Greenpeace UK has been barred by customs officials from entering Indonesia, in the latest run-in between the environmental group and the authorities over deforestation (Deutsch, 2011).
· Mr Polman has pledged to double group turnover in 10 years. That will be hard to do if Unilever’s suppliers in emerging markets don't use their land in a way that helps them to carry on producing what the company needs. (Skapinker, 2010)

	3) Limited land
	· Malaysia could run out of plantable land by 2020, and Indonesia by 2022, in part because of increasingly strict rules on land expansion... the companies have little choice but to acquire land in Africa to boost their land banks, in spite of the higher risks of political and social instability (Brown, 2011).


[bookmark: _Toc323894417][bookmark: _Toc323894506][bookmark: _Toc323894691][bookmark: _Toc322374433]Source: FT news clippings in 2010-11







[bookmark: _Toc323894692]4.1.3	Analysis 2 – Corporate Reports 

All the three companies have reported discussions and initiatives on biodiversity, habitat/ecosystem conservation, and climate change/global warming. They also describe ‘palm oil’ issues clearly on their websites or in corporate reports. However, numeral evidence of each company such as documentary evidence and evidence of actions/measures vary (see Table 4.3, Table 4.4). 
Table 4.3 shows the results of word counts of documentary evidence on the ‘palm oil’ topic. It shows that Unilever and Henkel have documented more contents than P&G has by word count. Although this fact may not a direct evidence of performance, it is clear that the efforts of the former two are more evident than those of P&G. P&G has more significant descriptions on ‘wood pulp procurement’ than ‘palm oil’ in its sustainability report, which supports their paper product business. 

[bookmark: _Toc323894723]Table 4.3	Documentary evidence on palm oil issues (word count)
	
	P&G
	Unilever
	Henkel

	Sustainability Report (PDF)
	512 words
	N/A
	716 words

	Website
	604 words
	4,790 words
	3,736 words

	Other documents concerning palm oil 
	N/A
	Links to eight separate internal publications concerning palm oil issues *
	N/A


Data sources: P&G website (www.pg.com/en_US/sustainability/index.shtml), Unilever website (www.unilever.co.uk/sustainability/), Henkel website (www.henkel.com/sustainability-11818.htm)
* The publications  includes ‘Unilever Position on the Draft RSPO GHG Criteria for Sustainable Palm Oil (2009)’, ‘UNILEVER SUSTAINABLE LIVING PLAN(2010)’, ‘Palm Oil - A sustainable future (2002)’, ‘SUSTAINABLE PALM OIL - Good Agricultural Practice Guidelines (2003)’, ‘Promoting sustainable biofuels (2007)’, ‘Verification of the Greenpeace report ‘ Burning up Borneo’ (2009)’, ‘Sustainable palm oil: Unilever takes the lead (2008)’, ‘How to establish a moratorium on deforestation for palm oil in Indonesia? (2009)’

Numerical data derived from corporate websites and other reputable sites are summarised in Table 4.4. It shows that although a common feature of the three companies is the goal of 100 per cent of sustainable palm oil by 2015, the other numbers are significantly different among them (in the grey-coloured area). It is apparent that the current standpoint of P&G is far behind where Unilever and Henkel are.  P&G joined RSPO in 2010, six years later than Unilever, and only 3.4 per cent of palm oil purchase has been certified by ‘mass balance’. P&G had not purchased any GreenPalm certificates until the point data was gathered. On the other hand, Henkel has claimed in their report that their Laundry & Home Care business is scheduled to reach the target by the end of 2012, ahead of the plan.
Only the numbers highlighted in green are disclosed in their sustainably reporting. Unilever and Henkel have not presented any current numerical data such as consumption volume, certified volume and current achievement (the grey area in Table 4.4) on their website or official documents, while P&G has disclosed the current status clearly in their sustainability report (P&G, 2012). Also, there is a gap between the data sourced from RSPO and World Wide Fund For Nature (WWF) (highlighted in yellow). There might be a sampling gap, as the period of WWF’s data is stated as between 2010 and 2011 but RSPO’s updates are mostly from 2010. However, it is obvious that the difference of these data is so large that there must be some missing data or undisclosed numbers in this area.

In summary, the case study has identified three key issues on sustainable palm oil sourcing; 1) suspected corruption of RSPO and its certificate system, 2) distorted consensus among growers, corporations, NGOs, and authorities, and 3) undisclosed corporate data on palm oil purchases. As mentioned above, the first issue may require involvement of authorities or alternative organisations, but the second and third issues should be addressed and solved by the extra efforts of the corporations. They could establish educational programs for internal and external stakeholders to build a mutual consensus on sustainable palm oil. It would also be urgently required that the corporations collect all the data for their palm oil purchases and usage for transparent reporting, not just to meet numerical target figures but to work effectively with other parties by trial and error to improve the whole system within the global framework. 



[bookmark: _Toc323894724]Table 4.4	Comparative measures on palm oil issues
	
	P&G
	Unilever
	Henkel

	Goal
	All certified by 2015*
	All certified by 2015*
	All certified by 2015
The Laundry & Home Care business by end of 2012*

	Current Status
	3.4% of total consumption certified (2010) *
	37% of total purchase certified (calculated by the researcher) 
Reported as 50-75% certified via WWF***
	26% of total purchase certified (calculated by the researcher)
Reported as 75 – 100% certified via WWF***

	Volume of Crude Palm Oil (CPO) used per year (metric tons)
	63,000
(PKO used per year: 261,000) **
	1.3 million (2010) **

	4,963 (2010)**

	Certified Volume of CPO per year (metric tons) 
	11,000 ** (Mass Balance)

	445,000 ** (GreenPalm)
Segregated ***
	1,300 **
GreenPalm 

	Certified Volume of PKO per year (metric tons)
	Nil
	39,500 ** (GreenPalm)

	

	RSPO membership


	Joined in 2010**
	Joined in 2004**

	Has been involved since 2003
Became an official member in 2008**

	World Wide Fund of Nature (WWF) Palm Oil Buyers’ Scorecard 2011  
	N/A****
	8 points out of 9 ***
	9 points out of 9 ***


Data Sources: * Corporate websites (P&G, Sustainability, 2012) (Unilever, Sustainability, 2012) (Henkel, Sustainability, 2012)
**  RSPO website (RSPO, 2009) *** WWF website (WWF, 2012) **** P&G is not listed as the Scorecard focuses on European companies, since they are leading the way in transforming the market for palm oil, and were the first to commit to the Roundtable on Sustainable Palm Oil (RSPO, 2009). 
Sustainability Report
Data Gap
[bookmark: _Toc320520032][bookmark: _Toc322374434][bookmark: _Toc323894693]4.2	Case Study 2: Soap War – Price Fixing

[bookmark: _Toc322374435][bookmark: _Toc323894694][bookmark: _Toc320520033]4.2.1	Background

1) EU case
In April 2011, P&G and Unilever had fines totaling €315.2m (£279m) imposed on them by the European Commission for fixing prices of laundry powder detergents in Europe over three years (2002 – 2005). This covered eight European countries including Belgium, France, Germany, Greece, Italy, Portugal, Spain and the Netherlands. Henkel received immunity from any fines after blowing the whistle on the cartel arrangements in 2008. The cartel had grown out of a genuine and legal environmental initiative that had been coordinated through a trade association and dealt with the packaging and presentation of products. But, in the course of this, the companies strayed into illegal territory, agreeing measures to protect their market shares, maintain prices and, ultimately, fixing prices (Tait & Wilson, 2011).

2) French case
In December 2011, France’s competition watchdog, Autorité de la Concurrence, fined P&G, Henkel and Colgate-Palmolive a total of €361.3m for coordinating price differences and commercial strategies of laundry soap in French stores between 1997 and 2004. In this case, Unilever, a fourth member of the cartel, escaped a fine as it had been the first to submit a leniency application (Thompson, 2011). Secret talks on pricing took place in hotels and restaurants several times a year, with commercial directors from the groups' French businesses using the code names "Hugues" for Henkel, "Pierre" for P&G, "Laurence" or "Louis" for Unilever, and "Christian" for Colgate. The aim was to stifle competition and to stabilise the market by avoiding any price war on the French market (Ruddick, 2011).

These two cases had emerged from separate objectives; one from a genuine environmental initiative, another from industrial conspiracy. Although it is denied by the firms that these cases are related, the fact that the soap companies were punished by some of their biggest fines in history for the same products (laundry soaps) in the same year should be worth being investigated in the realm of business ethics and sustainable responsibility.
[bookmark: _Toc322374436][bookmark: _Toc323894695]4.2.2	Analysis 1 – FT News Clippings


[bookmark: _Toc323894725]Table 4.5 	FT news clippings 2010-11: Soap war / Price fixing
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The pie chart in Table 4.5 shows that half of the news clippings have negative notions in the ‘soap war’ theme, which can be broken down to the top two subjects; ‘fierce competiton’ and  ‘price fixing’ (the right graph). 

‘Fierce competition’ can be represented by an example clipping such as; ‘P&G and Unilever have been locked in battle for supremacy in India’s detergent market, deplying aggressive price cuts, advertising campaigns and legal action (Lucas, 2011a).’ 

‘Price fixing’ conduct has been reviewed as, ‘the authority said the fine reflected the "particular seriousness of the practices" and the "harm that these practices have done to the economy", commenting "laundry detergents represent a significant part of households' spending, and grocery retailers use them to attract consumers' attention (Thompson, 2011).’ 

[bookmark: _MON_1394563973][bookmark: _MON_1394563992][bookmark: _MON_1394564035][bookmark: _MON_1394564228][bookmark: _MON_1394564554][bookmark: _MON_1394564596][bookmark: _MON_1394564628]The above table ‘Price Fixing’ shows that Henkel and Unilever have received immunity when they disclosed imformation to autorities (Henkel in April and Unilever in December), whilest P&G has never done.  Dirk-Stephan Koedijk, Henkel’s chief compliance officer, said: "We had to acknowledge concrete evidence of misconduct by employees in several western European countries (Tait & Wilson, 2011)’.  This implies that P&G could not detect the issue by internal audits within the context of corporate compliance in Europe, which means P&G’s internal assessment system can be disputable. 

There are three ethical problems underlying these misconduct cases; 1) codes of conduct and ethics, 2) compliance of corporate governance, and 3) information disclosure to stakeholders.
[bookmark: _Toc322374437]In Kantian ethics, companies have a duty to protect their consumers’ rights as collusion and cartels can hurt consumers by exploiting them through higher prices.  Anti-corruption is one of the ‘UN global compact’ principles which was added in 2004 (UN, 2004). It says, ‘business is asked to work against all form of corruption, including extortion and bribery’. This focus is especially important for oligopolistic markets such as the soap industry because corporations can often be engaged in two extremes; overly aggressive competition or anti-competition. Every possible effort must be taken to avoid such misconducts by the corporations, but when incidents occur inevitably, are corporations obliged to disclose their misconduct to their stakeholders? Elkington (1997) states that disclosure and reporting of such painful press exposes are involuntary rather than mandatory or voluntary. However, it is true that corporate reactions to the press releases always attract public attention. It is therefore highly desirable that companies communicate with their stakeholders through reporting, preferably before the events if detected, but even after the events. The above issues 1) and 2) will be examined further below.
[bookmark: _Toc323894696]4.2.3	Analysis 2 – Corporate Reports


The social indicators such as ‘corruption’ and ‘anti-competitive behaviour’ are included in GRI Index for sustainable reporting. Table 4.6 shows that those indicators concerned with the topic and what each company has reported in their publications.
 
[bookmark: _Toc323894726]Table 4.6 	Documentary evidence: Price fixing

	GRI indicators
	P&G
	Unilever
	Henkel

	SO2: Percentage and total number of business units analysed for risks related to corruption. (Core)
	N/A
	N/A
	· Maintenance of our Social Standards and our Diversity & Inclusion Policy was an integral part of the audits carried out at 18 sites in the world.

	SO3: Percentage of employees trained in organization’s anti-corruption policies and procedures. (Core)
	N/A
	N/A
	· Almost 100 per cent of 9,000 managers have completed Compliance e-Learning program.
·  In 2011, some 800 employees were trained in seminars on this subject.

	SO4: Actions taken in response to incidents of corruption. (Core)
	N/A
	N/A
	· Where Henkel itself detected infringements in the course of its own audits, these were reported immediately to the competent authorities.
· Compliance hotline is run by an independent external provider and is currently available in 73 countries.
· In 2011, 18 employees received written warnings, and 62 contracts were terminated.

	SO7: Total number of legal actions for anti-competitive behaviour, anti-trust, and monopoly practices and their outcomes. (Additional)
	N/A
	N/A
	N/A


Source: P&G/Unilever/Henkel Sustainability Reports and Websites (2012)

Although all three companies have ‘Code of Conduct’ manuals, it is apparent that information concerning antitrust behaviour is absent in reports and websites of P&G and Unilever. P&G, in particular, has no specific descriptions concerning the 2011 antitrust engagements. 

Henkel states in Sustainability Report (2011);

Henkel is involved in proceedings being conducted by several European antitrust authorities. These relate to antitrust infringements dating back more than ten years in some cases…. Improper conduct is never in Henkel’s interest. It undermines fair competition and damages our trustworthiness and reputation… Where necessary, we initiate appropriate disciplinary measures.

Unilever’s response to the first event of April is stated on their web-site (2011b):

Unilever has used the findings from this investigation to strengthen further its internal compliance programme. All key managers in Europe have been retrained on the European competition rules and are well placed to participate fully in industry-wide environmental initiatives.

P&G has no explanation for the cases, but states policies in relation to anti-trust in ‘Our Worldwide Business Conduct Manual’ (2010, p. 17):

P&G’s general rule is “No Contact with Competitors.” However, at times we may join trade associations and occasionally engage in various other activities with competitors, as long as we have permission from Legal…. If a competitor attempts to discuss any of the above topics with you in a trade association meeting, you should stop the conversation immediately, leave the meeting and report the incident to Legal. 

The differences between Henkel and the other two are that Henkel admits its misconduct and then takes specific remedial measures rather than keep them secret. This approach Henkel has taken is highly evaluated in the context of business ethics. Within the right theories, two types of rights were acknowledged by the firm; 1) consumers’ rights to fair prices and 2) stakeholders’ rights to know the truth. Violations of these rights may not directly harm corporate reputations in short term, but they could lead to a pattern of misconduct in long term. This Henkel’s ‘warts and all’ approach can be paralleled with the example of British Petroleum (BP)’s humble approach when the oil spill case was caused by one of their suppliers at Huntington Beach, California. BP attained stature after its CEO commenting ‘Our lawyers tell us it is not our fault. But we feel like it is our fault and we are going to act like it is our fault (Elkington, 1997, p. 166).’ Elkington (1997, p. 166) put it ‘those who have taken this path have found that stakeholders are much more likely to believe the good news where there is also a frank, detailed discussion of the remaining problems.’  

[bookmark: _Toc322374438]Another problem to be mentions is that the first EU case was an outcome of the sustainability meeting of the soap companies.  This irony needs attentions as it could lead more serious incidents due to its immoral nature. The global network such as the Consumer Goods Forum (http://www.theconsumergoodsforum.com/) was formed in 2009 for the purpose of unity and development of the sector. The chosen three companies are all members of this forum. This network has been seen as a potential future driver for the soap sector, but is still in the early development.  It is important for the firms to unite on sustainability, but if they do so passively due to external pressures, there is always a danger that their purpose can easily be swayed to wrong directions, such as who takes initiatives first and how to deceive consumers. Ikeda (2004, p. 100) put it ‘the important thing for groups is ...to understand minor differences and unite in spite of them.’ Minor differences in marketing, PR, and R&D could easily corrupt the unity of the companies and place them in the old pothole of ‘law of the jungle’ – the law that the strong get stronger and the weak weaker.

[bookmark: _Toc323894697]4.3 	Case Study 3: Emerging Market - BOP

[bookmark: _Toc322374439][bookmark: _Toc323894698]4.3.1	Background

‘Emerging market’ has been one of the most topical subjects for global businesses for a decade, and it has been significantly highlighted by global inflation for the last few years. The soap multinationals have been struggling with slower growth in Western markets due to economic crisis, high commodity prices and currency fluctuations for the last few years, and have increasingly been keen on the successful growth in the emerging market around the globe including China, India, South Asian countries, Russia, and East European countries. Unilever makes more than half its sales in the developing world and generated strong growth from the region last quarter, which appears ‘to rise to about three-quarters by 2020 (Bradshaw, 2011)’.  
[bookmark: _Toc322374440]As examined in Chapter Two, since Prahalad and his colleagues developed the concept of BOP (2002), the notion of selling to the poor has received considerable attention as a novel way of increasing profits for international businesses while alleviating poverty at the bottom of the economic pyramid. However, there have been criticisms such as those Karnani (2007), Jaiswal (2007), Charterjee (2009) and Davidson (2009) have made on the social side of effects of these initiatives by warning the corporations of potential harms they would cause to people and the planet. These critical arguments are becoming inevitable not least when the corporate aggressive marketing in developing countries is beginning to raise some social issues and ethical dilemmas. There is a trend that the world’s focus of marketing in emerging markets has started to shift from economic effects to social effects such as negative impact to the host countries’ infrastructures. 

[bookmark: _Toc323894699]4.3.2	Analysis 1 – FT News Clippings

[bookmark: _Toc323894727]Table 4.7 	Emerging market: FT news clippings 2010-11
[image: ]

[bookmark: _Toc323894728]Table 4.8 	Emerging market: news clippings by topic[image: ] 
[bookmark: _Toc323894729]Table 4.9 	Emerging market: news clippings by year
[image: ]

Table 4.7 shows that almost half of the clippings have positive reviews, praising the successful strategy in the emerging markets. For instance, despite the economic downturn, ‘Unilever was admittedly helped by its heavy emerging markets presence - more than half of sales, and growing at 13 per cent compared with 2 per cent in the developed world (Financial Times, 2011).’ 
Table 4.8 shows that the concentration of the news articles is gathered mostly on ‘economic efficacy’ of the soap companies, and only a few attentions on other topics in this area. This could be reflected by the global economic crisis, and the public interests are emphasized on economic perspective. Also, the companies’ large investments in such markets have been paid off in this difficult time, not least when their performances have been weak in the developed countries. 
On the other hand, Table 4.9 shows that the ratio of negative reviews has significantly increased in 2011, which includes; 
‘We have seen Unilever 's 52 per cent owned Hindustan Unilever 's margins compress by hundreds of basis points as they mount an 'unblinking defense' against Procter & Gamble (Lucas, 2011c).’
‘Consumers in much of the developed world are fragile, while the more resilient emerging markets are becoming more competitive. The pincer effect of these two trends is leading some analysts to ask whether the industry - which has consistently outperformed the broader market over the past 25 years - has reached a turning point (Lucas, 2011c).’
‘The Chinese government has fined Unilever Rmb2m ($300,000) for suggesting that it might raise detergent and soap prices , saying that the Anglo-Dutch consumer goods group had "intensified inflationary expectations among consumers" and "seriously distorted market order" (Wadmeir, 2011).’ 
‘Prime warehouse space in São Paulo is among the most expensive in the world, outstripping London and Singapore, as the country's creaking infrastructure struggles to cope with a consumer boom. It has been driven by increasing demand for storage space close to major highways such as Castelo Branco from consumer goods companies, such as Sony and Unilever (Leahy, 2011).’

Most of the issues in emerging markets had stemmed from cultural resistance, claiming ‘enough of western commercials (De Jonquieres, 1992)’. However, according to the above recent news reviews, the negative trend in 2011 is not limited to cultural difference anymore, but is rather influenced by the economy, governmental policy, and economic infrastructure of the host countries. For instance, Unilever’s price rise in China implies that the price of western soaps and detergents are exercising such great influence over consumers’ purchasing power that the government had to step into the regulatory disposition. A common feature among these examples can be argued that the soap multinationals are engaged in competition, attempt to raise prices, and cause a consumer boom, just as they have done in the developed countries, rather than approach to the external territories with sensitive care. 
[bookmark: _Toc323894730]Table 4.10 	Emerging market: news clippings by company
[bookmark: _Toc323476936][bookmark: _Toc323674714][bookmark: _Toc323703334][bookmark: _Toc323703737][image: ]
Table 4.10 reflects that the majority of the news clippings are focused on Unilever, whose growth rate compares well with rivals in this area; In 2011, 54 per cent of Unilever’s business came from emerging markets (Annual Report & Accounts 2011), whilst 42 per cent of Henkel’s sales (Annual Report 2011) and only about a third of P&G sales are in the emerging world (2011). Unilever has reported underlying growth of nearly seven per cent driven by the emerging market, whereas for P&G it is four per cent (Financial Times, 2011). This trend is expected to continue for a while, because the expansion in the emerging market is very slow and it takes time to bear fruit. Why is Unilever successful in emerging markets?

[bookmark: _Toc322374441][bookmark: _Toc323894700]4.3.3	Analysis 2 – Corporate Reports


Although the focus of the news clippings are on the economy of the industry, unlike the ordinary market, this particular market needs to be examined by the perspective of socio-economic development. As the background of this case study was viewed, it would be important to identify how the companies contribute to the economy as well as to the society in the emerging market.

Table 4.11 summarises some of the social activities of each company in the emerging market sourced from each company’s website and corporate reports. It also shows that each project is directly generating profits for the company and/or generating opportunities for operations and employment in developing countries. The programmes are chosen in the field of soap and detergent segment, excluding food, paper products, etc., and those unidentified are included. Also company initiatives operated in developed countries are excluded.

There are three findings from this table:
1) Information disclosure –P&G and Henkel do not include information on how they operate and sell their products in the emerging market in the corporate reports and websites. On the other hand, Unilever has included their socio-economic contributions through the ‘micro business’ strategies in the sustainability reporting. This indicates that P&G and Henkel do regard business development in emerging market as economic activities but not social ones.  According to the BOP theory, the ‘micro business’ initiatives are welcomed as they create benefits for welfare of the poor.

2) Impure philanthropy - In the grey columns, Unilever shows that they generate direct profits by distributing soaps and water purifiers to the developing countries, while there is no evidence of direct employment in local communities. This contradicts to the BOP theory.

3) Environmental impact - Economic development in developing countries is attended by negative impact on the natural environment. Millions of sachets of shampoo and detergent produced for people on low income create litter and environmental degradation, which has been acknowledged by Unilever and potential remedies are to be assessed (Unilever, 2012). However, the issue is not only limited to waste management, but also extended to greenhouse gas emission and water usage of local operations.


[bookmark: _Toc323894731]Table 4.11 	Corporate disclosure: Emerging market
	
	Social Programmes in Emerging Market
	Initiatives
	Profit for Company
	Direct Operation / Employment
	Negative
Environmental Impact

	P & G
	Children’s Safe Drinking Water
	PUR project
	None
	None
	

	
	Child Development
	Nacer Aprendiendo
in Latin America
Shiksha in India
	None
	None
	

	
	
	Hope Schools in China
	325 million shoppers and customers involved
	· 
	· 

	
	Disaster Relief
	Japan Earthquake
Haiti Disaster
Chile Earthquake, etc.
	None
	None
	

	
	Employee Volunteering
	Teaching Hygiene in China
Providing Clean Drinking Water in Malawi
	Not clear
	None
	

	Unilever
	Micro Business
	Shakti  - India
	Reached 3 million households (2009) 
	45,000 entrepreneurs (2009) 
	· 

	
	
	Saubhagya – Sri Lanka
	Reached 
175,000 households (2006) 
	2,600 entrepreneurs (2006)
	· 

	
	
	Aparajita – Bangladesh
	Reached 
1.8 million households (2009) 
	3,000 entrepreneurs (2009) 
	· 

	
	
	Unilever Vietnam
	· 
	1,200 employees
200 distributers
400,000
retail outlets
 (2009)
	· 

	
	Hygiene and Well-being  
	Lifebuoy Hand washing Campaign
	· 
	No direct employment
	· 

	
	Safe Drinking Water
	Pureit
	Sales to all 28 states
in India
	No direct employment
	

	
	Disaster Relief
	Haiti Earthquake
Somalia Famine
The Horn of Africa Drought, etc.
	None
	None
	

	
	Employee Volunteering
	Develop entrepreneur skills in south Africa
Saving Water in Latin America
	None
	None
	

	Henkel
	Disaster Relief
	Japan Earthquake (2011)
Haiti Earthquake
Thailand Floods, etc. 
	None
	None
	

	
	Employee Volunteering
	MIT project - Clean-up Cairo / Volunteering for India
	None
	None
	


Source: P&G/Unilever/Henkel Sustainability Reports and Websites (2012)
 


In summary, it is argued that Unilever is very successful in emerging markets because they have created elaborate marketing strategies and heavy investments in those markets since early on. They have embarked on ‘socio-economic’ development based on Porter and Kramer’s ‘Shared Value’ theory, where short-term and long-term benefits are not zero-sum. Unilever’s CEO Polman has called this ‘win-win’ strategy in the sense that the company wins in the macro economy and the poor win in the micro economy at the same time.

Although Unilever’s success is accepted in the current society, it would be important to assess its ethical stance through the prism of principles as there are increasing criticisms concerned with the BOP theory.

In the context of the right theories, the human rights to receive basic utilities such as clean water and sanitary conditions have been dramatically transformed by water purification and affordable sachets of shampoo and detergent that the corporations have provided. It has also brought in benefit human rights to receive employment in local communities such as Shakti entrepreneurs in India. In the Kantian context, ‘selling to the poor’ is probably acceptable as it is increasingly universal and treating human rights of the poor people as an end and never as a means only. In these respects, the soap companies have prominently contributed to economic and social development in the developing countries. On the other hand, there are violations of other human rights. Selling products such as ‘shampoo without water’ to the poor could diminish the need for water. The multinationals’ tremendous contributions to ‘water purification’ could delay the governmental schemes of providing a clean water supply. As a result, the human rights to access sanitary conditions of long term may be undermined by corporate social projects. Arguments in this area have been increasing in the realm of academia for the last few years and yet, it has not emerged from corporations or the press. 

The issues in the emerging markets could be also examined by ‘theories of justice’ to justify ‘fairness’ between corporations and the poor. According to John Rawls’s “A Theory of Justice (1971)”, justice is achieved (or tested) when social and economic inequalities are to be arranged so that they are both to the greatest benefit of the least advantaged (see Chapter Two).The soap multinationals have taken responsibility to provide products, hygiene programmes, school education, and basic healthcare in less developed countries. At the same time, they still make profits out of the markets and take advantage of lower wages at manufacturing sites in those countries. However, it is argued that these existing inequalities are still ‘to the greatest benefit of the least advantaged’, because 1) multinationals provide ‘a system of basic liberties compatible with a similar system of liberty for all’, and 2) they create ‘conditions of fair equality of opportunity’ (Crane & Matten, 2010, p. 116). 

By viewing issues in the emerging markets through ‘ethics of care’, the viewpoint shifts from the concept of ‘fairness’ to ‘relationships’. Applying a relationships approach (Borgerson, 2007) to the current phenomena, it can be argued that the multinationals and the people in the emerging markets are more or less in harmony. Millions of women in India, Sri Lanka, Bangladesh, and other developing countries have gained employment and entrepreneurships from Unilever to support their families and give their children opportunities for better lives. Also, millions of children’s lives have been made safer by safe drinking water through initiatives of P&G and Unilever. By this, the parents of the small children now have hopes of their longer life expectancy. School education in China has been established by the efforts of P&G. Children in rural areas now have access to basic education thanks to the company. 

On the other hand, some ‘passive approach’ of the socio-economic activities can be critically evaluated by ethics of care. In this theory, the soap multinationals are required to actively take responsibility rather than defensively act to live up to external demands or pressures in a given context (Crane & Matten, 2010, p. 120)’. Although Unilever has taken selling to the BOP as a part of their social activities, P&G and Henkel have not openly disclosed information about social and economic influence in the emerging markets. It does not necessarily mean P&G and Henkel hold unethical information.  The reason why they do not disclose it openly can be that those communications could expose them to public criticisms or touch the sensitive chords of the BOP theory. 

As examined in the cases of palm oil sourcing and price fixing, the information of social aspects of emerging market is also in an involuntary area at present. However, it would soon become unavoidable for many multinationals to follow the way Unilever has taken as a pioneer in this era of transparency. This would mean that social information related to these markets would be exposed to many social criticisms including the BOP issues. It would be important for the soap companies to be prepared for corporate communications and reporting along with numerous latent risks of exposure in this area.

[bookmark: _Toc323894701]4.4	Case Study 4: Overview 

[bookmark: _Toc320520027][bookmark: _Toc322374426][bookmark: _Toc323894702]4.4.1	Overall


[bookmark: _Toc323894732]Table 4.12	Overall Results
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Appendix 4 shows the summary of data collected from FT news clippings in 2010-11. All the charts and graphs on the news clippings are created based on the numbers of this matrix. 

Overall, 45 per cent of the FT news clippings have positive reviews of corporate performances, despite it being the period of their slowest growth in decades due to the global financial crisis. However, the public interest in sustainability is less emphasized by an environmental perspective but more by economic and social perspectives – it must be noted that the social perspectives here includes the highly notable ‘socio-economic’ topics such as ‘emerging market’, which has increasingly raised attention in social subject. It can be argued that this overall trend of the public interest reflects people’s concerns about economic trends in the world. 

The doughnut chart of news clipping distribution shows that Henkel features in only four per cent due to its business size compared to the other two largest corporations. However, it is found that 82 per cent of their news clippings have received positive reviews and the company has scored highest among the three companies though the PSI analysis. Henkel certainly has a strong presence as one of the leading companies in CSR/sustainability. 

Elkington (1997, p. 173) says ‘anyone who has tried to compare or benchmark reports, even those produced by companies operating in the same industry sector, will recognise that the task is usually impossible.’ Without exception, the chosen companies report data in significantly different ways and there is no consensus shared among them on how and how much they disclose information on CSR/sustainability performances. Although they all use GRI index for reporting, there sometimes are no data where the companies claim it reported it. It is apparent that there is some distortion of self-assessment processes which require further improvement. 

This section will be followed by analyses of corporate communications and reporting of three selected soap companies through their sustainability reports and web contents. This approach aims to find out common features and values and differences among the firms so as to contribute to answer the second of my research questions and supply some future recommendations to these companies.  Appendix 5 shows the summary of data collected from corporate reporting, which has led to the following research analysis of each company. 


[bookmark: _Toc322374427][bookmark: _Toc323894703]4.4.2	P&G
[bookmark: _Toc323894733]Table 4.13	P&G: Results
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EI: Environmental Intent, ER: Environmental Report, EP: Environmental Performance
SI: Social Intent, SR: Social Report, SP: Social Performance
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Table 4.13 shows P&G’s transparency and performances analysed by their current corporate reporting. P&G’s 2011 Sustainability Report (76 pages) and 2012 web pages demonstrate the company’s serious commitment to reporting its environmental and social performances. Most of the data is presented in the formal sustainability report with hyperlinks to their various websites, which the firm has been updating annually since 1999. The company has a clear view of what sustainability means for the company and how it should be pursued. 

[bookmark: _Toc320520029]However, P&G’s reporting lacks data in accountability, such ‘third-party validation’, ‘environmental management structure, and ‘social investments’.  Although it is true that most stakeholders currently see basic forms of verification adding very little to the credibility of current reports (Elkington, 1997, p. 172), it is suggested that they maintain it as verification could become a vital standard just as in financial annual reports. The major area they could improve is use of external contexts for benchmarking its own performance data. Although they use internal teams and policies to support the credibility of their data, without any external context it is difficult to deduce how well P&G is actually doing. 

They could also improve the quantitative data by setting a clear goal for each subject, for example, ‘Waste disposed of’, ‘Materials recycled: Wastewater’, ‘Green material used’. The company uses seven pages for their profile of the products and organization, which gives an impression of public relations. 

They also use phrases such as ‘While P&G is not an energy-intensive company, we are stepping up to do our part.’ And ‘P&G is not an energy-intensive company, but as a global citizen we are concerned about the negative consequences of climate change.’ Although these phrases are probably intended to emphasize their voluntary reporting, they can be eliminated as these data are becoming the norms in sustainability reporting. 

[bookmark: _Toc322374428]The notable feature of P&G is their commitment to product safety, which has developed MSDS (Material Safety Data Sheets) for each product available on the website, and also has extensive and informative websites such as ‘Science-in-the-box’ (www.scienceinthebox.com) and ‘P&G Product Safety’ (www.pgproductsafety.com). 



[bookmark: _Toc323894704]4.4.3	Unilever

[bookmark: _Toc323894734]Table 4.14	Unilever: Results

[bookmark: _Toc320520030][image: ]

EI: Environmental Intent, ER: Environmental Report, EP: Environmental Performance
SI: Social Intent, SR: Social Report, SP: Social Performance
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[image: ]


Unilever has received more news comments on their environmental perspective of sustainability than the other two companies, mostly positive ones including NGO/government partnerships, carbon footprint, and sustainable products. At the same time, as with P&G, the topical ‘socio-economy’ phenomena in the emerging market are drawing more media attention than the environmental subjects. The PSI analysis shows Unilever are committed to both environmental and social perspectives almost equally. However, the lower social performance indicates that the company lacks of demonstrations of improvement in social performances. 

Unilever’s commitment to transparency and sustainability is evident in its web pages and its official documents. The firm clearly states its commitment to reducing its impact on the environment. It also lays out its environmental management structure and stakeholder consultation. It can also be commended for its clear environmental reporting with figures on ‘materials recycled (wastewater)’ and ‘packaging materials’. Although the company uses GRI G3 guidelines and the third-party validation which has made the reporting highly accountable, they should establish a reporting system of sustainability in the form of an annual sustainability report, which would consolidate the presentation of their commitments.              



[bookmark: _Toc322374429][bookmark: _Toc323894705]4.4.4	Henkel

[bookmark: _Toc323894735]Table 4.15	Henkel: Results
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EI: Environmental Intent, ER: Environmental Report, EP: Environmental Performance
SI: Social Intent, SR: Social Report, SP: Social Performance
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Henkel offers a comprehensive set of environmental and social data in their 44 pages of 2011 sustainability report and on its 2012 web pages. All the information are aligned with GRI Index and also referred to information on the ten principles of the United Nations Global Compact. Henkel’s reports and web contents have more descriptions but less commercial images than the former two companies. Commitment to transparency is evident; e.g. involvement in antitrust infringements is declared, numeral data of employee violations of regulations are present, and fatal occupational accidents are stated. The data and scientific discussion address most of the topics in quantitative and qualitative data on the PSI scoring index, which are summarised in many charts presented in the report. The company also presents an effort to support the credibility of the data with its broader context wherever possible. Yet the company do not demonstrate detailed quantitative data in the environmental area such as packaging materials, green materials, and environmental fines. Nevertheless, Henkel can be applauded for its overall transparent reporting. Considering the smaller scale of the company in comparison to the other two multinationals, Henkel’s approach is promising in the area of sustainability and business ethics.

In summary, the overall analysis has found common attitudes/values and differences among the three soap multinationals. Commonalities are;
· strong commitment to environmental / social responsibilities
· advanced Life Cycle Analysis of their products
· high performance in water use control as this sector uses most in its life cycle
· comprehensive supplier management
· stakeholder consultant / engagement
· high consciousness of water use, enhanced consumer awareness programmes, etc.
· low accountability unsupported by external contexts
· expenditures of environmental and social programmes are not disclosed
· less quantitative data in social performances

Differences have been examined in the above case study at the individual company level, but the most significant difference is their attitudes to transparency. P&G has a more commercial image and a higher profile in reporting but no aspiration towards transparency. Unilever shows their enthusiasm towards transparency on websites, but has no official reporting. Henkel shows high standards on transparent reporting both on their report and websites, but a few basis data are missing.



[bookmark: _Toc323894706]Chapter Five       Conclusions and Recommendations
[bookmark: _Toc323894707]5.1	Conclusions

The first of my research questions has been addressed through data analysis of mass media.  The analysis found that CSR/sustainability performances of this particular industry are held in a relatively favourable light in the current society. Their efforts to offset environmental destruction and contribute to the world’s hygiene and well-being have been admired by the public. However, at this time of the global financial meltdown, it was obvious that the majority of negative reviews are concerned with slow market growth. In this market condition, public’s ethical concerns have been focused on ‘true’ information rather than ‘acceptable’ ones, more than ever. The case study issues such as palm oil sourcing, antitrust and the BOP issues are all clearly in the global context, which are typically difficult to be detected.  However, as these issues are becoming increasingly exposed through information technology, the underlying ethical problems and secrets in the industry are becoming highly visible. 

It can be argued that consumers’ ethical consumption is increasingly evident, while their confidence in purchasing goods is considerably declining. In addition, the underlying ethical problems and secrets in the industry are becoming highly visible through information technology. From the findings it became obvious that stakeholders are increasingly interested in a long-term vision of the companies because short-term profits are not promising due to the global recession.

This analysis has also proved that the CSR and sustainability reporting of the chosen companies are not only for certain stakeholders anymore, but are highly exposed to a wider public around the globe for its own individual interests. As a leading sector in CSR/sustainability initiatives, the soap sector could take an important role of generalising the current social phenomena in this sector to other sectors, both private and public, for their sustainable strategies.

The second research question has been addressed by data analysis of various corporate reports in the public domain.


Despite the high profile of corporate reporting, however, it has also found that there are a few blind-spots in the topical areas mentioned above; Unilever and Henkel show no data of physical palm oil purchases offset by use of virtual certificates, P&G shows no explanation regarding their antitrust infringements, and socio-economic information in the emerging markets are unreported by P&G and Henkel. As these data are not mandatory, these companies have choices on whether to report them and how much to disclose. The analysis has found that being transparent is distinct from being ethical but these two elements are correlative.  Corporations who do not disclose information are not necessarily unethical. They choose not to do so because transparency will lead them to total exposure to the public and potential damage caused by it. This damage could be negative effects on public relations, financial damage such as fines, or extra workload to urgently collect all the data unavailable at present. Whichever the potential damage is, it is however urgently required that the companies cut their attachment to old manipulative strategies as there is a danger that they may create instability and unhealthy competition in the market.

Examining these issues though several ethical theories, it is found that the focus of public criticism is not only on what they do, but more on what they do not do in regard to the following three points:

Firstly, they do not provide sufficient voluntary information on ethical sourcing and social engagements in the emerging markets. Multinational companies are exposed to diverse pressures of information disclosure within an international framework. People would like to see physical proof of globalisation such as sustainable palm oil, environmental conservation, workplace standards, human rights protection, employment rate, and employees’ living standards raised by the corporations. They would also like to know whether or not the multinationals globalise all of the bad economics now destroying much of the planet such as fierce competitions, social violations, and environmental destruction. Without reach of these data, globalisation based on such ignorance and competition could easily exacerbate disparity in wealth and human rights of global citizens.

Second, some companies do not take “warts and all” approach towards transparency. The reactions of P&G and Unilever on anti-corruption infringements show that companies are not obliged to report such negative information publically. However, as seen in the cases of Henkel and BP earlier, transparency is quite achievable not only with numeral data or presentable charts but also with virtuous behaviours. It could be achieved when corporations show their emotions, passions and honesty just as ‘people with vision’ do, which must not filled with soft mushy words but with actual voice of commitment. 

Third, some companies are not actively engaged in cooperative unity towards sustainable development. In this time of universal crisis, most importantly, they must form in-depth coalitions based on compassion on larger issues, which could perhaps be conducted on the level of vision-focused discussions among people from corporations and governments, NGOs, consumer groups and other stakeholders. ‘People with vision’ must sit together at a roundtable in order to deepen understanding and discuss for the sake of future generations, because ‘saving the earth is the big issue, in a sense, who saves it is secondary (Henderson & Ikeda, 2004, p. 100). 

Further concrete recommendations will be stated later in this chapter in these three areas, which would also help answer the second research question. This set of recommendations will serve as an important baseline for corporate initiatives to reduce negative impacts of economic, environmental and social pressures and take part in the global challenge for sustainability.

In conclusion, transparency today can be thought of as a blue sky covered with clouds of ‘lack of information disclosure’, ‘lack of corporate emotion’, and ‘lack of consensuses’. Necessary elements to drive away such clouds can be ‘maturity’ and ‘wisdom’ of corporations, which I believe can only be achieved by ‘education’. Education in this sense includes education programmes or educational dialogues driven at various levels; in organizations, communities, regions or the world.  Whatever the context is, what matters most is to establish a shared vision and solidarity with stakeholders. Without such educational foundations, it would be impossible for a corporation by itself to achieve total transparency. Therefore, it is strongly recommended the soap multinationals, or any corporations in general, take drastic measures to enhance educational communications by co-working open-mindedly with their stakeholders, including those in emerging markets. Education closely connected to society is urgently required as it is the key to unlock the potential gateway to change. 


[bookmark: _Toc322557581][bookmark: _Toc323894708]5.2	Recommendations

Based on the research, my recommendations are summarised as follows:

Recommendations in General

· In order to share universal values and consensus in sustainable development, it is strongly recommended that companies enhance internal educational programmes for their employees and suppliers on environmental and social responsibilities – not as a right or obligation but a mission of individuals; e.g. sustainability training driven by external institution. This will serve as an important baseline for corporate initiatives to reduce negative impacts of economic, environmental and social pressures and take part in the global challenge for sustainability.

· Multinationals should actively organize educational programmes, symposiums, in-depth dialogues at roundtables with external stakeholders, which include consumers, competitors, NGOs, governments, pressure groups, mass media, institutions, and other authorities. The aim of discussions must focus on shared visions but not on minor differences among them. Ideally CEOs should be involved, because visions and policies would be the focus of the dialogues.

· Youth-orientated education programmes should be formed in the international framework including emerging markets, which aim to discourage addiction to material goods, because they are the key generation for a sustainable future.

· Pricing should be strictly regulated by governments and authorities in the context of sustainability by discouraging people to buy unethical / unsustainable goods; e.g. taxation system change.

Recommendations to the soap companies on information disclosure

· Quantitative data on palm oil / palm kernel oil should be visible in the corporate reports or websites as it is a highly topical matter. This includes volume of actual usage, certified volume, and physical volume. It is important to present separate data on palm oil and palm kernel oil as they are for different uses; Unilever uses a high volume of palm oil for food products, while P&G and Henkel use palm kernel oil more for soaps and detergents. 

· Quantitative data on raw materials should be presented – this is scarce though all the three companies studied. This would include ‘green material usage’ ‘wastewater reuse’, ‘packaging material waste’, etc.

· In order to raise accountability of the reports, it is recommendable to state the following information;
i) Environmental management structure (unclear in the P&G report)
ii) Health and Safety, or Social organizational structure (unclear in the reports of P&G and Unilever)
iii) Report contact person with name and email address (unclear in the reports of P&G and Unilever)
iv) Third-party validation (N/A for P&G and Henkel)

· Information concerning emerging markets should be clearly disclosed either in reports or web pages. Recommended data would be employment rate raised by company, environment impact caused by plants, suppliers, and contract distributers, waste volume of single-serving sachets, Number of social/environmental violations, etc. in the host countries.

· Anti-corruption infringements should be disclosed more openly and effectively with an honest attitude as they have been done by BP (mentioned above) and Henkel.

· It is strongly recommended that Unilever establish their formal sustainability report, although their web pages cover the majority of desirable information. Compared to PDF files and hard copies, web pages are subject to change at its owner’s end, which adds less credibility to transparency. Also, it would be difficult for viewers to see comparison of past years. 

· They must remove the idea that sustainability is another opportunity of public relations advertising. Overwhelming pages of product profiles and obtrusive graphics should be simplified.

[bookmark: _Toc323894709]5.3	Recommendations for Further Research


The sampling framework of this research has been limited to a small group for in-depth research, whereas there are more data sources available for potential further researches. One of the ideas is an international comparison of corporate sustainability policies and activities in different countries. Although many multinationals share global standards with their subsidiaries, there are different perspectives and initiatives in host countries.  It would be interesting to examine ethical issues in comparison of different cultures and communities.  Other idea for further research is use of richer data resources to take more holistic approach, which includes other regional mass media, NGOs / pressure groups websites, consumer group websites, watchdog websites, documented governmental schemes, and social media communications. It could be argued that use of these sources could bring out different issues and perspectives for more holistic research. 
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ethical concern 2 2 2

code of conduct 41 41 41

Irrespetive of sex 3 3 3

Entrepreneurship 2 2 4 4

2 46 13 61 2 2 7 11 72

Philanthropy

World welfare 1 2 3 8 8 11

Education 9 9 9

Arts 5 20 25 25

Disaster (Haiti) 3 3 3

Community activity 1 1 1

1 2 3 26 20 46 49

Product Development

De-cluttering products 4 4 4 4 8

open innovation 7 7 5 5 12

R&D 2 2 2

Ventures 1 1 1

Innovation 1 1 1

9 0 5 14 10 0 0 10 24

Emerging market

General 22 10 10 42 72 37 37146 12 1 13 201

BOP 3 3 3

Hispanic Minority 5 5 2 2 2 2 9

Price war 2 2 6 6 8

Home companies 2 2 13 13 15

Venders 3 3 3

Price increase 5 5 5

Microlender 1 2 3 3

Niche products 3 3 3

27 14 13 54 81 61 39181 14 1 15 250

Total  1238

Code P&G Unilever Henkel

Social perspective
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Environmental Intent

Environmental visionary statement v 1 1 2

Environmental impediments and challenges v 1 1 2

Environmental policy statement p 1 1 2

Report contact person a 1 1 2

Environmental management structure a

Environmental management system m 1 1 2

Stakeholder consultation m 1 1

Environmental education p 1 1 2

Environemental accounting a

Environemental labelling m

Climante change/global warning p 1 1 2

Habitat/ecosystem conservation p 1 1 2

Biodiversity p 1 1 2

Green purchasing p 1 1 2

11 10 21

Environemental Reporting

Energy used (Total) en 1 1 1 1 4

Energy used (renewable) en 1 1 1 1 1 5

Energy used: Logistics en 1 1 1 3

Waste recycled: Solid waste rec 1 1 1 1 1 5

Waste (office) recycled rec 1 1 1 1 1 5

Waste (solid) disposed of was 1 1 1 3

Waste (hazardous) produced was 1 1 1 1 4

Waste (hazardous) released to the environment emi-a 1 1 1 1 1 5

Materials recycled: Wastewater rec 1 1 1 3

Materials reused or recycled: Packaging materials rec 1 1

Waste: Packaging mateirlas was 1 1 2

Green material used m 1 1 1 1 4

Water used water 1 1 1 1 1 5

Greenhouse gases (or CO2 equivalents), total emi-a 1 1 1 1 1 5

Ozone depleting substances from refrigerant emi-a 1 1 1 3

Notices of violation (environemental) m 1 1 1 1 4

Environmental expenses and investments m 1 1 1 1 4

Fines (environmental) m 1 1 1 1 4

Life Cycle Analysis (LCA) m 1 1 1 3

Raw material reduction m 1 1 1 3

Green transportation initiatives m

Eco-efficiency monitoring m 1 1 1 3

21 3 1 8 16 15 14 78

Social Intent

Social visionary statement v 1 1 2

Social impediments and challenges v

Social policy statement p

Health and Safety, or Social organizational structure a

Third-party validation a

Supplier screening based on social or environemental 

performance/Supplier management m 1 1 2

Workforce profile: Ethnicities/Race demo 1 1 2 4

Workforce profile: Gender demo 1 1 2 4

Workforce profile: Age demo 1 2 3

Employment for individuals with disabilities p 1 1 2

Emergency preparedness program m 1 1 2

Employee training for careeer development m 1 1 2

Code of conduct or business ethics p 1 1 2

9 8 6 23

Social Reporting

Employee turnover rate qt

Recordable incident/accident rate qt 1 1 1 1 1 1 6

Lost workday case rate qt 1 1 1 1 4

Social community investment qt 1 1

Health and safety citations qt 1 1 1 1 1 5

Health and safety fines qt 1 1 1 1 1 5

Women in Management ql 1 1 1 1 4

Employee satisfaction surveys ql

Occupational health and safety protection m 1 1 1 3

Employee volunteerism ql 1 1 1 3

Community development ql 1 1 1 1 4

Community education ql 1 1 1 3

Customer health and safety a 1 1 1 3

Customer Emergency Support a 1 1

Sexual harrassment h 1 1 1 2 5

Political contributions m 1 1 1 3

Bribery m 1 1

Anti-corruption practices m 1 1

Fair compensation of employees m 1 1 1 2 5

Reasonalbe working hours h 1 1 1 2 5

Degrading treatment or punishment of employees h 1 1 1 2 5

Elimination of discrimination in respect to employment and 

occupation h 1 1 1 2 5

Free association and collective bargaining of employees h 1 1 2 4

Elimination of all forms of forced and compulsory labor h 1 1 1 2 5

Effective abolition of child labor h 1 1 1 2 5

23 14 16 1 4 4 8 16 86

Total Score 208

Previous Improve

Human 

Rights Subtotal

P&G

Discussion Initiatives Context Goal Current 
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Environmental visionary statement v 1 1 2

Environmental impediments and challenges v 1 1 2

Environmental policy statement p 1 1 2

Report contact person a 1 1

Environmental management structure a 1 1 2

Environmental management system m 1 1 2

Stakeholder consultation m 1 1 2

Environmental education p 1 1 2

Environemental accounting a

Environemental labelling m

Climante change/global worming p 1 1 2

Habitat/ecosystem conservation p 1 1 2

Biodiversity p 1 1 2

Green purchasing p 1 1 2

12 11 23

Environemental Reporting

Energy used (Total) en 1 1 1 1 1 5

Energy used (renewable) en 1 1 1 1 1 1 6

Energy used: Logistics en

Waste recycled: Solid waste rec 1 1 1 1 1 5

Waste (office) recycled rec 1 1 1 3

Waste (solid) disposed of was 1 1 1 1 1 1 6

Waste (hazardous) produced was 1 1 1 1 1 5

Waste (hazardous) released to the environment emi-a 1 1 1 1 1 5

Materials recycled: Wastewater rec 1 1 2

Materials reused or recycled: Packaging materials rec 1 1 2

Waste: Packaging mateirlas was 1 1 1 3

Green material used m 1 1 1 3

Water used water 1 1 1 1 1 1 6

Greenhouse gases (or CO2 equivalents), total emi-a 1 1 1 1 1 1 6

Ozone depleting substances from refrigerant emi-a 1 1 1 1 1 5

Notices of violation (environemental) m 1 1 1 1 1 5

Environmental expenses and investments m

Fines (environmental) m 1 1 1 1 1 5

Life Cycle Analysis (LCA) m 1 1 1 1 4

Raw material reduction mat

Green transportation initiatives m 1 1 1 1 4

Eco-efficiency monitoring m 1 1 1 3

19 3 19 8 11 11 12 83

Social Intent

Social visionary statement v 1 1 2

Social impediments and challenges v 1 1 2

Social policy statement p 1 1 2

Health and Safety, or Social organizational structure a 1 1

Third-party validation a 1 1 2

Supplier screening based on social or environemental 

performance/Supplier management m 1 1 2

Workforce profile: Ethnicities/Race demo 1 1 2 4

Workforce profile: Gender demo 1 1 2 4

Workforce profile: Age demo 0 0

Employment for individuals with disabilities p 1 1 2

Emergency preparedness program m

Employee training for careeer development m 1 1 2

Code of conduct or business ethics p 1 1 2

11 10 4 25

Social Reporting

Employee turnover rate qt

Recordable incident/accident rate qt 1 1 1 1 1 5

Lost workday case rate qt

Social community investment qt

Health and safety citations qt

Health and safety fines qt 1 1 2

Women in Management ql 1 1 1 1 4

Employee satisfaction surveys ql 1 1 1 1 4

Occupational health and safety protection m 1 1 1 3

Employee volunteerism ql 1 1 1 1 4

Community development ql 1 1 1 1 4

Community education ql 1 1 1 1 4

Customer health and safety a 1 1 1 1 4

Customer Emergency Support a

Sexual harrassment h 1 1 1 2 5

Political contributions m

Bribery m 1 1 1 1 4

Anti-corruption practices m 1 1 1 1 4

Fair compensation of employees m

Reasonalbe working hours h 1 1 1 2 5

Degrading treatment or punishment of employees h 1 1 1 2 5

Elimination of discrimination in respect to employment and 

occupation h 1 1 1 2 5

Free association and collective bargaining of employees h 1 1 1 2 5

Elimination of all forms of forced and compulsory labor h 1 1 1 2 5

Effective abolition of child labor h 1 1 1 2 5

18 16 18 1 1 1 8 14 77

Total Score 208

Previous Improve

Human 

Rights Subtotal

Unilever

Discussion Initiatives Context Goal Current 
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Environmental visionary statement v 1 1 2

Environmental impediments and challenges v 1 1 2

Environmental policy statement p 1 1 2

Report contact person a 1 1 2

Environmental management structure a 1 1 2

Environmental management system m 1 1 2

Stakeholder consultation m 1 1 2

Environmental education p 1 1 2

Environemental accounting a

Environemental labelling m 1 1 2

Climante change/global worming p 1 1 2

Habitat/ecosystem conservation p 1 1 2

Biodiversity p 1 1 2

Green purchasing p 1 1 2

13 13 26

Environemental Reporting

Energy used (Total) en 1 1 1 1 1 1 6

Energy used (renewable) en 1 1 2

Energy used: Logistics en 1 1 2

Waste recycled: Solid waste rec 1 1 1 1 4

Waste (office) recycled rec

Waste (solid) disposed of was 1 1 1 1 1 1 6

Waste (hazardous) produced was 1 1 1 1 1 5

Waste (hazardous) released to the environment emi-a 1 1 1 1 1 1 6

Materials recycled: Wastewater rec 1 1 1 1 1 1 6

Materials reused or recycled: Packaging materials rec 1 1 1 3

Waste: Packaging mateirlas was 1 1 2

Green material used m 1 1 2

Water used water 1 1 1 1 1 1 6

Greenhouse gases (or CO2 equivalents), total emi-a 1 1 1 1 1 1 6

Ozone depleting substances from refrigerant emi-a

Notices of violation (environemental) m

Environmental expenses and investments m

Fines (environmental) m

Life Cycle Analysis (LCA) m 1 1 1 1 4

Raw material reduction m 1 1 1 1 4

Green transportation initiatives m 1 1

Eco-efficiency monitoring m

15 2 13 8 9 8 10 65

Social Intent

Social visionary statement v 1 1 2

Social impediments and challenges v 1 1 2

Social policy statement p 1 1 2

Health and Safety, or Social organizational structure a 1 1 2

Third-party validation a 1 1

Supplier screening based on social or environemental 

performance/Supplier management m 1 1 2

Workforce profile: Ethnicities/Race demo 1 1 2 4

Workforce profile: Gender demo 1 1 2 4

Workforce profile: Age demo 1 1 2 4

Employment for individuals with disabilities p

Emergency preparedness program m 1 1 2

Employee training for careeer development m 1 1 2

Code of conduct or business ethics p 1 1 2

12 11 6 29

Social Reporting

Employee turnover rate qt 1 1 1 1 4

Recordable incident/accident rate qt 1 1 1 1 1 1 6

Lost workday case rate qt 1 1 1 1 1 1 6

Social community investment qt 1 1 1 3

Health and safety citations qt 1 1 2

Health and safety fines qt

Women in Management ql 1 1 1 1 4

Employee satisfaction surveys ql

Occupational health and safety protection m 1 1 1 1 4

Employee volunteerism ql 1 1 1 1 4

Community development ql 1 1 1 1 4

Community education ql 1 1 1 3

Customer health and safety a 1 1 1 1 4

Customer Emergency Support a 1 1 1 3

Sexual harrassment h 1 1 1 2 5

Political contributions m 1 1 1 3

Bribery m 1 1 1 3

Anti-corruption practices m 1 1 1 1 4

Fair compensation of employees m 1 1 1 1 2 6

Reasonalbe working hours h 1 1 1 2 5

Degrading treatment or punishment of employees h 1 1 1 2 5

Elimination of discrimination in respect to employment 

and occupation h 1 1 1 2 5

Free association and collective bargaining of employeesh 1 1 1 2 5

Elimination of all forms of forced and compulsory labor h 1 1 1 2 5

Effective abolition of child labor h 1 1 2 4

23 18 20 2 4 4 10 16 97

Total Score 217

Previous Improve

Human 

Rights Subtotal Discussion Initiatives Context Goal Current 

Henkel
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