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Abstract

In the company practice it is recognized increasingly that the economic success not only
depends on the quality of the products, but also on the company image and its social
acceptance. The so called triple bottom line captures an expanded spectrum of values and
criteria for measuring organisational and societal success; economic, environmental and
social. Wherever the new power called “corporate social responsibility” disposes of a high
recognition, public relations also own a bigger meaning. And beside brand management and
public relation management, a third growing element should be seen, the value management.
The question, which is to ask completing, reads as follows: How attractively can a European
economic and social order, which is not undisputed within an area of scarcely half billion
people itself and therefore does not occur in a profiled and self-conscious way, become for
just under 6 billion non-union members, who do not show a tradition of the social welfare
state? How will European industrial leaders respond to appropriate models, if they acquire
their relationship and knowledge capital increasingly in business schools, which are mainly
influenced by American ideas? In the light of the goal of a Europe as "know-how area"
(Lishon goals)* thereby in particular the balance of trade and service transactions based on
knowledge products should be kept in the eye, in order to stimulate the future competitiveness
of the European economic area. The questionnaire which the author carried out in 50 large
companies shows the necessity which forces, beside the retracting states, especially large
companies to carry on their shoulders responsibility for social, ecological and economic tasks
and the needs of the population.

Abstrakt

Firemni praxe dochazi stale Castéji k poznani, ze ekonomicky uspéch nezavisi pouze na
kvalité produkce, ale také na image firmy a jeji socialni ptijatelnosti. Takzvany trojity pilif
zahrnuje Siroké spektrum hodnot a kritérii pro méfeni organiza¢niho a spolecenského
uspéchu; ekonomické, environmentalni a socialni. VSude, kde je nova sila zvana spolecenska
odpovédnost firem vseobecné respektovana, maji stale vétsi vyznam spolecenské vazby. A
vedle fizeni znacky a vztahl k vefejnosti by mél byt rozpoznan i tfeti rostouci prvek —
hodnotovy management. Otazka, ktera vyzaduje feSeni, zni: Jak se muze stat evropsky
ekonomicky a organizaéni fad, pfijimany bez diskuse téméf pul miliardou lidi v Evropské
unii, a tedy neexistujici v profilované a uvédomélé podob¢, pfitazlivym pro téméi 6 miliard
lidi mimo Evropskou unii, ktefi nezazili tradici statu spole¢enského blahobytu? Jak budou
evropSti kapitani pramyslu vytvaret spravné modely, jestlize ziskavaji svllj vztahovy a
znalostni kapital stale vice v business schools, které jsou ovliviiovany hlavné americkymi
myslenkami? S ohledem na cil Evropy jako "oblasti know - how" (Lisabonské cile)* je nutné
dbat o zachovavani rovnovahy zejména v oblasti transakci v obchod¢ a sluzbach, zaloZzené na
znalostnich produktech, k tomu, aby byla stimulovana budouci konkurenceschopnost
evropské hospodaiské oblasti. Dotaznik ktery autor uplatnil v 50 velkych firmach ukazuje
nezbytnost ktera nuti, vedle zanikajicich statli, zvlast¢ velké firmy, aby vzaly na sva bedra
zodpoveédnost za socialni, ekologické a ekonomické ukoly a potieby obyvatelstva.

! Lishon Declaration of May 23, 2000 - Lisabonské vyhlaseni z kvétna 23, 2000
http://www.efc.be/ftp/public/TMCD/May2000_Lisbon_Declaration.pdf
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Rozsireny abstrakt

> Uvod

V praxi je otazka spolecenské odpovédnosti firem (dale jen CSR) podrobovana rozséhlé
diskusi a kritice. Zastanci argumentuji tim, ze existuje mnoho dobrych divoda pro CSR,
protoze firmy z ni mohou profitovat nejriznéj$imi zptisoby diky tomu, ze funguji s mnohem
SirSi a delSi perspektivou nez je jejich vlastni okamzity kratkodoby zisk. Kritici dokazuji, Ze
CSR odvadi firmy od zakladni ekonomické role jejich podnikéni, jini fikaji, Ze to neni nicC
jiného nez povrchni kaSirovani, a dalSi zase dodavaji, Ze je to pokus vyhnout se roli vlady
jako hlidace silnych nadnérodnich spole¢nosti.

Firmy obhajuji CSR tfemi skupinami argument: prvni kategorie souvisi s pojetim firmy jako
ob¢ana ve smyslu ,,citoyen” (pojem pouzivany ve Velké francouzské revoluci). Firmy jako
obCané maji prava prave takova, ktera je chrani ptred zasahy statu®. Ve vefejnych diskusich
jsou v8ak s témito pravy stale vice konfrontovany povinnosti. Vyjime¢né specidlni povinnosti
nalezeji velkym podnikim jako kvazi-vefejnym institucim, protoze jejich rozhodnuti maji
nékdy drastické dusledky pro zivotni podminky nékterych zajmovych skupin. Druhd
kategorie je zalozena na procesu globalizace jako obratu od poptavkové orientované
k nabidkové orientované hospodaiské politice. Velké koncerny stejné jako subjekty
mezinarodnich finanénich trhl ziskaly moc a nezéavislost vic¢i narodni politice, coZ méni
TABLES: jednotlivé lokality soutéZi o pfilakani investic, ratingové agentury a analytici fesi
néklady vetfejného dluhu. Lokaliza¢ni rozhodnuti firem ovliviiuji vyvojové zmény v populaci
celych regioni mnohondsobnymi efekty, predev§im prostfednictvim technologickych
transfert. Treti kategorie, piimo propojena s druhou kategorii, souvisi se selhanim politiky a
s faktickym odklonem mnoha stati od spoleCensko-politick¢é odpovédnosti a dosavadni
nabidky vetejné poskytovanych statkli. Protoze by nikdo nemél eskalovat, pokud mozno,
socialni a ekologické konflikty, protoZe by jinak mohl hrozit kolaps vyrobnich systému, musi
nékdo naplnit toto vzniklé vakuum politikou. CSR piimo pfinasi tzv. trojity pilif, ktery
zahrnuje Siroké spektrum hodnot a kritérii méfeni organizacniho a spolecenského tspéchu:
ekonomicke, environmentalni a socialni.

» Organizaéni a pravni formy podnikatelskych jednotek z hlediska
privatizace a spoleCenska odpovédnost firem

=  Vlastnictvi

Jan Porvaznik a kol. ([27], s. 299-306)° zdiraziuje, 7e podle fimského prava termin
vlastnictvi zahrnuje ,,prdvo na drZeni véci, pouzivani, pfevzeti a vyuzivani jejich plodl a
pravo na disponovani véci (ins possidendi, ins utendi, ins fruendi, ins dispodendi). Takze
vlastnickd prava tvofi ¢ast ekonomickych a pravnich charakteristik organizace.
Nejznaméjsimi zplisoby vytvareni vlastnickych prav jsou: 1. Vytvoreni, 2. Koupé, 3. Vyména,
4. Akvizice 5. Dar, 6. Dédictvi a 7. Privatizace.

» Privatizace a nové formy podnikani

Globalni zdroje jsou podle Zeleného [36] hlavnim tahounem dosahovani globalni
konkurenceschopnosti a udrzitelnosti. Spolu stim se firmy a podnikani staly hlavnimi
hybnymi silami zmény a dynamiky spole¢nosti. Zeleny fika, Ze jestlize se mobilita rozsifila

2 univerzalni vyhlageni lidskych povinnosti, InterAction Council, September 1, 1997,
http://www.aph.gov.au/house/committee/jfadt/dialog/dial_ap4.pdf
®viz LITERATURA 5. 95-97



z pouhych fyzickych objektd na myslenky, informace a znalosti, mize clovék fungovat
kdekoliv, takze sit¢ lze také vidét jako nové hranice organizace a managementu. A skute¢né
dramatickd zména probihd ve stadiu orientace od findlniho produktu (kde je proces dany a
tézist€¢ je ve findlnim produktu) ptes procesni operace (kde se objevuje komplexni fizeni
jakosti — TQM) k procesim rozd€lovani (jak zakaznici tak dodavatelé se stavaji globalnimi
zdroji). Vysledkem rozdé€lovaciho procesu a globalniho zasobovani se stava (véetné Shihsovy
»dmejici se kiivky* souvisejici s pfidanou hodnotou) fenomén outsourcingu. Aktivity, které
firmy zadaji jinym subjektim, by mohly produkovat stabilnéjsi sit€. Mezi nové formy
podnikani patfi zejména masové sméfovani k zdkaznikovi (,,napfed prodej, pak vyrob®),
vylouceni zprosttedkovani (zru§ meziclanek), prdce doma, komplexni dodavky a mista
soustiedéni (kam dodavatelé dodédvaji funk¢ni soucasti).

= [niciativy CSR a nevladni organizace

Selhani statu v tradi¢nich oblastech jako je spoleCensky blahobyt, bylo v 70. — 80. letech
vychozim bodem pro vyvoj spojeny s CSR a zakladanim tisic nevladnich organizaci
(NGO)* a - &asto podobné pouzivaného pojmu - neziskovych organizaci (NPO)°, které se
snazi kompenzovat vakuum ponechané uvedenym odklonem statti. VétSina Evropskych zemi
dokoncila vyvoj nezavislé obCanské spolecnosti. VSude ve svété NPO slouzi jako dulezité
pravni organizace pro obcanskou spolecnost. Hlavnim cilem téchto organizaci je realizovat
Siroké spektrum spoleCensky prospéSnych ¢innosti v riznych oblastech vefejného Zivota:
kultura, vzdélani, medicina, sport, rekreace, ekologie, ochrana zivotniho prostiedi, socialni
zabezpeceni, podpora chudych, ochrana lidskych prav jedinct a pravnich jednotek, atd., Tedy,
struéné feceno, vSude, kde se oslabuji aktivity tradicniho statu lze nalézt nésledujici pravni
formy NPO, mimo jiné [19]: charita, nadace, vefejné asociace, vefejné organizace,
spolecenska hnuti, vetejné fondy, vefejnopravni subjekty, svazy (unie), odborové svazy,
fondy (soukromé, firemni, vefejné (méstské), nekomeréni partnerstvi, spotiebni druzstva,
nabozenské skupiny.

= Vysledky

Na vIné globalniho zasobovani a stim souvisejicich sitovych odvétvi vznikaji nové a
necekané organizacni a pravni formy podnikatelskych, jako napt. komplexni dodavky nebo
mista soustfedéni, a NGO/NPO jako charity a nadace, které 1ze chapat jako vedlejsi produkty
privatizace a outsourcového hnuti a mély by vyrovnat nerovnovdhy svou spolecenskou
odpovédnosti.

» Individualni vlastnosti manaZeri a jejich vliv na udrzitelny vykon firem
a instituci

» Manazerska efektivnost

instituce? Piedpokladame-li, Ze jednim z nejvétsich cila kterékoliv spole¢nosti je produktivita,
pak podle definice Farmer a Richman [6] spolegenska efektivnost spociva v tom, jak dobie a
efektivné manazeti firmy napliuji jeji cile v daném prostiedi.

e Entuziasmus nebo moc

Podle Dr. Imparato [15] méné efektivni manaZefi se domnivaji, Ze jejich moc ovliviiovat
chod véci je velmi omezena a skuteéna moc ziistava v rukou top managementu. Rikaji: ,,Nelze
se snazit o chod véci, dokud vyssi nadfizeni tyto véci nespoji dohromady.” Také véfi, Ze
jejich moc vychazi z jejich funkce a pozice v organizaénim schématu. Vysoce efektivni
manazeti rozliSuji formalni autoritu a moc.

* v angli¢ting: Non Government Organizations (NGO)
® v angli¢ting: Non Profit Organizations (NPO)



e Osobni kvality

V dokonalém svété by projekty byly realizovany vcas, za niz§i neZz stanovenou cenu a bez
vétsSich problémi nebo piekdzek, které by bylo nutné piekonavat. Ale my neZijeme
vV dokonalém svété. — firmy a jejich projekty maji problémy. Kdyz se manazeti setkaji se
stresovou situaci, zda se jim zajimava, citi, Ze mohou ovlivnit vysledek a vidi ji jako
prilezitost. Tedy GspéSni manaZzefi - takzvané vid¢i typy - Casto vykazuji kladné osobni rysy
jako je davéryhodnost, moralka, integrita a pokud jde o jejich chovéni, jsou plni iniciativy a
projevuji ,,pfimy hodnotici styl“ ([27], s. 91,92), coZ v zasadé znamend, podle Porvaznika a
kol., Ze jsou rozhodni ve svych aktivitach 1 ¢innostech, maji radi kontrolu a nesnaseji
nedinnost. Jak Dr. Imparato [15] zjistil, mén& efektivni manaZefi nemaji radi zménu,
preferuji predvidatelnost, fad a stabilitu.

= Vysledky

Neadekvatni pochopeni své role Casto vysvétluje, pro¢ tolik manazeri neni schopno pirevést
sve znalosti do vysSiho pracovniho vykonu. A kdyZz nechapou svou roli, nebudou schopni
akumulovat své kvality a kapacity, které potfebuji k tomu, aby svou motivaci obrétili
spravnym smérem, aby motivovali ostatni a konecné€ 1 své firmy a instituce ke spravnym
cilim jako je ekonomicka vykonnost, efektivnost a udrzitelnost. Aby bylo dosazeno vysSich
cild firmy, manaZeti museji chdpat svou roli nejen pro dosahovani kratkodobého uspéchu
firmy, ale také, a dokonce vice, pro dosahovani dlouhodobych cill, jako je spolecensky
odpovédné chovani jejich firmy.

» Vyznam CSR pro fizeni znacky, Fizeni hodnoty, Fizeni vztahi
k verejnosti a Fizeni rizika ve firmé

* Vyznam CSR pro fizeni znacky

V centru vSech marketingovych aktivit stoji znacka. Ziejm€ nejvyznamnéjSim
marketingovym vykonem firmy je zavést a udrzet vyznamné znacky, aby tak byla zachovana
budoucnost firmy ([17], s. 689). Tedy zdokonaleni znackové image firmy by mohlo

znamenat skuteéné vyssi urovef komunikace. Hand a Lev ([11], s. 7) oznacuji znacku za
roz$ifené nehmotné aktivum v oblasti spotifebniho zboZi, jehoz hodnota je ur¢ena kombinaci
inovace a organizacni struktury. Znacky mohou byt drazSi nez tovarny a vyrobky, protoze
kupujici, trzni podily i zisky jsou s nimi tzce spojeny. Zna¢kové vyrobky maji dvakrat vyssi
prodejni ziskovost nez neznackové vyrobky v oblasti potravin. Pfipad firmy Icon Brand
Navigation ukézal pojeti, podle kterého diivéra ve znacku vyjadiuje dlouhodobé zmény
spotiebitelskych postojii. Zatimco obraz znaCky mulze byt kratkodobé ovlivnén zménami ve
vzhledu znacky, diveéru ve znacku lze ménit pouze v dlouhém obdobi. Dlouhodobé existujici
znaCky disponuji vyznamnou duavérou ve znacku, ktera vychazi z osobnich i medialnich
kontaktd se znackou. Na prelidnénych trzich, bojuji firmy o jedine¢nou prodejni perspektivu,
coz je, podle minéni spotiebiteld, odvadi od konkurence. CSR muze hrat roli v budovani
loajality zakaznikd zalozené na vyznamnych etickych hodnotach. Organizace poskytujici
sluzby podnikani mohou také vydélat na budovani povésti mize zahrnujici integritu a
nejlepsi praxi [26].

* Vyznam CSR pro fizeni hodnoty

Rostouci vliv nehmotnych aktiv na hodnotu firmy nuti firmy zménit mySleni: protoZe
zékaznici budou poptavat v budoucnosti vice duvéry a stalosti, je nutny posun od samotného
fizeni znaCky k fizeni hodnoty. Hodnoty jako pftatelstvi, naboZenstvi a rodina zazivaji ve
spole¢nosti renesanci. Firmy to museji brat v Uvahu. Miindemann obhajuje nutnost firemni
kultury spolu s faktem, Ze neni dalSi volny prostor pro kulturu. ,,V socialnim systému firmy je



vzdycky kultura.” ([24], s. 51).

* Vyznam CSR pro fizeni vztahii k vefejnosti

Pro fizeni vztahi s okolim je zasadni otazka vnimani. ,,Firmy skute¢né hospodati v ovzdusi
nazorti. Aby byly spésné a ziskové, museji brat v Uvahu, jak je vnima okoli.” [4]. Vyznam
této zavislosti na vnimani vzrostl v poslednich nékolika letech.

= Vysledky

V praxi firem se stale vice ukazuje, Ze ekonomicky uspéch nezavisi pouze na kvalité vyrobkd,
ale také na image firmy a jeji socidlni pfijatelnosti. Pfi¢innost existuje v obou smérech:
uspéch zplsobuje dobrou image a dobrd image zpisobuje Uspéch. Vyznamnymi tahouny
hodnoty udrzitelného uspéchu ve vetejnych vztazich jsou image a znacka, zejména diivéra ve
znaCku, coZz znamend neviditelny podil znacky. A kromé& fizeni znacky a fizeni vztahl
s vefejnosti se mtize ve vyvoji CSR projevit tieti rostouci sila — fizeni hodnoty. Hodnoty, jako
je pratelstvi, ndboZenstvi a rodina zaZivaji ve spolecnosti renesanci. Spolecnosti musi jevit se
k tomu, protoze zékaznici budou poZadovat v budoucnu stale vice viry a konstantnost.

» Ekonomicky motivovany pristup k CSR

* Vyznam udrZitelnosti v ekonomicky motivovaném pristupu k CSR

Takzvany trojity pilit zahrnuje Siroké spektrum hodnot a kritérii pro méteni organizac¢niho a
spolecenského tspéchu — ekonomické, ekologické a socialni. Po ratifikaci Standardu TBL
ICLEI Organizace spojenych narodii pro Gcetnictvi mést a obci na zacatku 2007, se stalo
hlavnim pfistupem k vefejnému sektoru ucetnictvi na zakladé uplnych naklada. Prakticky,
ucetnictvi podle trojitého pilife znamend rozSifeni tradi¢niho ramce vykazovani tak, aby
zohledioval ekologickou a socialni vykonnost, nejen finan¢ni vykonnost. Udrzitelnost je stale
vice nahliZena jako integralni soucast aktivit firmy a chape se jako dlouhodobé¢ investovana a
optimalizovana ekonomicka ptidana hodnota [28]. Z pohledu vykonnosti je udrZitelnost stale
vice a vice zajimava pro kapitalové trhy.

* CSR jako faktor pridané hodnoty

Mnoho kritikli poZaduje ditkazy, Ze prostiednictvim CSR roste hodnota firmy. Existuje teorie
"externalit", ktera zahrnuje ptedpoklad, ze veSkeré vnitini efekty firmy oddélené od firemnich
transakci, se budou odrazet v penézni hodnoté transakce, ale ne v externich vlivech. Tyto
"externality" mohou byt vyvolany napf. inovacemi, pfitahovanim dal$ich investic do mist, kde
firma sidli, nebo podporou a udrzovanim nehmotnych aktiv jako je kooperace a duvéra.
Mnoho ukazateld CSR ma kvalitativni podstatu a mohou byt stézi méfeny finan¢né. Ackoliv
kone¢né ohodnoceni ekonomické piidané hodnoty dosud nemohlo byt vytvofeno,
ptedpoklada kladny vliv CSR na ekonomickou vykonnost firem v mnoha smérech.

= Vysledky

Rostouci neschopnost statu poskytovat spolecenské piinosy ovliviiuje kapitalovy trh, ktery je
pro firmy zajimavy tim, Ze je bude poskytovat. Tedy tento trh je iniciatorem CSR. Firmy se
dostavaji spolecné s dalsimi subjekty spolecnosti, vcetné z4jmovych skupin, do
konkurencnich vztaht, které jsou prudce zesilovany globalizaci.

> Uloha velkych firem v ekonomikach a spole¢nostech v globalizujici se
Evropé

= Misto ekonomické etiky ve firemni etice

Moderni, vysoce diferencované spolecnosti jsou charakteristické, podle Luhmanna tim, Ze fesi

problémy ve specializovanych subsystémech vysoce efektivné, zejména proto, ze kazdy

subsystém muze ve svych rozhodnutich zohlednit vzdy jen jeden rozdil. V tomto smyslu

vyzkum pozaduje pravdu, ale ne prakticnost, technologie z4da wvyrobitelnost, ale ne

zdiivodnéni, politika z4da volebni vysledek a ekonomie pouze ziskovost [21].
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» CSR ajina pojeti

Velka ¢ast akademickych diskusi o CSR se to¢i kolem modelu vytvofeného Carrollem [3] v
roce 1979. Tento model byl, ¢astecné rozporuplné, prezentovan v riiznych publikacich. Model
pracuje s rozliSenim poli, kterd konstruuje nad sebou, a tvofi tak postupny obal. Zaroven tento
model ukazovany jako pyramida by podle Carrolla mél byt chapan integrované a ve své
celistvosti miiZe byt interpretovan jedin€ jako CSR.

* Praxe vyvoje CSR

Tedy jaké mohou byt vysledky uplatiiovani CSR? Jako dasledek oddéleni vlastnictvi od fizeni
a dusledek rostouci komplexnosti rastu ve sméru produktu, funkéni a trzni mnohotvarnosti,
nejsou z4jmy a pozadavky ponechdny experimentalni praxi dobrovolnych aktéri, ale jsou
zprofesionalizovany. CSR pak spocivd ve vyjasnéni cild, definovani procesii, urceni
odpovédnych osob i penéz na realizaci opatfeni. Tady mohou byt iniciativy zaméstnavateli 1
zaméstnancu a také nové sméry spoluprace s nevladnimi organizacemi.

» Zavér

Podle autorova nazoru, otazka k feSeni se musi ¢ist nasledovné: Jak pfitazlivy by mohl byt
evropsky ekonomicky a spole¢ensky ad, o némz se nediskutuje mezi unijnimi obCany, a jak
se tedy mize dany problém objevit ve vyprofilované a sebeuvédomovaci podob¢ pro témeér 6
mld. ostatniho obyvatelstva svéta, kdyZ vétSina z nich nezaZila tradici statu spolecenského
blahobytu? Jak mohou evropsti kapitani primyslu vytvaiet spravné modely, kdyz sviyj
vztahovy a znalostni kapital ziskavaji pfedev$im v business schools ovliviiovanych zejména
americkymi myslenkami? Obecné se musime ptat: Je pfitazlivy stary model pojisténi, ktery
disponuje jednotlivci schopnymi pracovat od 60 let v€ku v tzv. socidlnich sitich a lidmi, ktefi
potiebuji pé¢i nad 80 let véku v domech s peCovatelskou sluzbou, kde uz nejsou nadale
socialn¢ integrovani? Autor nema pochyby o tom, Ze Evropa ma potencial vytvofit
systémovou konkurenci se svym vlastnim modelem. Pro takovy model ovsem museji byt
vytvofeny poptavky, ma-li ziskat rozhodujici moc vnové hie s globalnimi silami na
ekonomicke, politické a kulturni Grovni. V prvé fadé musi byt formulovan jasné, aby byl
akceptovatelny ostatnimi. Za druhé, musi byt ve své vystavbé konzistentni. Teze o né¢kolika
stejné vhodnych modelech v systémové konkurenci vypovida zejména o tom, Ze jednotlivé
prvky z riznych systémi nemohou byt beze zmény pfenaseny do kontextu jinych systémd,
protoze pak by nesedély do dané konfigurace ostatnich koordinovanych prvkl a vztahti. Pro
tento ucel dil¢i predpoklad napfiklad prvkid americkych systémt je obvykle
kontraproduktivni. Nadto evropsky model musi byt tak dalece propracovany, Ze nebude
vykazovat vétsi vnitini diference neZ jiné modely. A konecné, musi brat v Gvahu radikalni
zménu z prelomu tisicileti a zacatku tohoto stoleti. Globalizace a digitalni propojeni byly
Casto Spatn¢€ odhadovany a pietéZovany piehnanymi prognézami, nicmén¢ silné transformacni
sily jsou mimo pochybnost. Evropsky ekonomicky a spolecensky tad pak nemize byt
omezovan jen na obranu socidlni architektury zaloZzené na intenzivnim ovliviiovani
transakénich nakladd, ktera byla vhodna pro spole¢nosti v industrialni éte. Ale Evropa s jeji
zkuSenosti a citlivosti na socidlni architektury je schopna pfinést socialni inovace. Evropské
chapani CSR by mohlo zformovat tu komponentu, ktera na jedné strané buduje myslenky na
zékladé¢ minulého schvéaleného, ale na druhé strané zohlediiuje nevyhnutelné zmény
evropského ekonomického a spolecenského modelu, a tedy by mohla dat smér této zméné.
architektury mize ukazat socialni inovaci. Dotaznik ktery autor uplatnil v 50 velkych firméach
ukazuje nezbytnost ktera nuti, vedle zanikajicich statt, zvlasté velké firmy, aby vzaly na sva
bedra zodpovédnost za socidlni, ekologické a ekonomické tkoly a potieby obyvatelstva.
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Introduction

The practice of corporate social responsibility is subject to much debate and criticism.
Proponents argue that there is a strong business case for corporate social responsibility, in that
corporations benefit in multiple ways by operating with a perspective broader and longer than
their own immediate, short-term profits. Critics argue that corporate social responsibility
distracts from the fundamental economic role of businesses, others argue that it is nothing
more than superficial window-dressing; still others argue that it is an attempt to pre-empt the
role of governments as a watchdog over powerful multinational corporations.
The justification of corporate social responsibility by companies feeds itself from three
categories of arguments: A first category refers to the position of companies as a citizen, in
the sense of “Citoyen”, a term used in the French revolution. As citizens companies have

rights, essentially such, which protect against encroachments of the state®. In the public
discourse however increasingly duties are confronted to these rights. Excellent special duties

belong to large enterprises as quasi-public institutions [34]7, because their decisions have
partly drastic consequences for living conditions of selected stakeholders. A second category
is based on the globalisation process and a reversal of a demand-oriented into a supply-
oriented economic policy. Large concerns as well as particularly the actors on international
financial markets won power and independence in a way towards national policy, which turns
the tables: locations compete for the attraction of investments, rating agencies and analysts
decide on the costs of the national debt. Location decisions of companies affect the
development chances of populations of whole regions over multiplier effects, above all
however over technology transfers. A third category, directly interlaced with the second
category, refers to the failure of politics and to a factual retreat of many states from socio-
political responsibility and the supply along up to now as publicly regarded goods®. Since one
- if possible - should not let escalate social and ecological conflicts, because otherwise the
collapse of the productive systems threatens, someone must fill the left vacuum by politics.
Corporate social responsibility centrally brings out the so called triple bottom line which
captures an expanded spectrum of values and criteria for measuring organisational and
societal success; economic, environmental and social.

® see draft of an universal declaration of human responsibilities, proposed by the InterASction Council, Septem-
ber 1, 1997, http://www.aph.gov.au/house/committee/jfadt/dialog/dial_ap4.pdf

” see according links in chapter LITERATURE p. 95-97

8 see the General Agreement on Trade in Services (GATS): objectives, coverage and disciplines
http://www.wto.org/english/tratop_e/serv_e/gatsqa_e.htm
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1. Social Responsibility in the view of churches

Catholic Church

One strong source for the movement of Corporate Social Responsibility is the Catholic social
teaching which focussed very early the theme of social justice or responsibility.

The Catechism of the Catholic church9 emphasizes continuously the social obligations of
ownership and assets. Following this society ensures social justice when it provides the condi-
tions that allow associations or individuals to obtain what is their due, according to their na-
ture and their vocation. Social justice is linked to the common good and the exercise of au-
thority. The Catechism leads to these conclusions:

Respect for the human person

192910 Social justice can be obtained only in respecting the transcendent dignity of man. The
person represents the ultimate end of society, which is ordered to him:

What is at stake is the dignity of the human person, whose defense and promotion have been
entrusted to us by the Creator, and to whom the men and women at every moment of history
are strictly and responsibly in debt.

1930 Respect for the human person entails respect for the rights that flow from his dignity as
a creature. These rights are prior to society and must be recognized by it. They are the basis of
the moral legitimacy of every authority: by flouting them, or refusing to recognize them in its
positive legislation, a society undermines its own moral legitimacy. If it does not respect
them, authority can rely only on force or violence to obtain obedience from its subjects. It is
the Church's role to remind men of good will of these rights and to distinguish them from un-
warranted or false claims.

1931 Respect for the human person proceeds by way of respect for the principle that "every-
one should look upon his neighbor (without any exception) as ‘another self,' above all bearing
in mind his life and the means necessary for living it with dignity.” No legislation could by
itself do away with the fears, prejudices, and attitudes of pride and selfishness which obstruct
the establishment of truly fraternal societies. Such behavior will cease only through the char-
ity that finds in every man a "neighbor," a brother.

1932 The duty of making oneself a neighbor to others and actively serving them becomes
even more urgent when it involves the disadvantaged, in whatever area this may be. "As you
did it to one of the least of these my brethren, you did it to me.”

1933 This same duty extends to those who think or act differently from us. The teaching of
Christ goes so far as to require the forgiveness of offenses. He extends the commandment of
love, which is that of the New Law, to all enemies. Liberation in the spirit of the Gospel is
incompatible with hatred of one's enemy as a person, but not with hatred of the evil that he
does as an enemy.

Equality and differences among men

1934 Created in the image of the one God and equally endowed with rational souls, all men
have the same nature and the same origin. Redeemed by the sacrifice of Christ, all are called
to participate in the same divine beatitude: all therefore enjoy an equal dignity.

® source: Catechism of the Catholic Church, http://www.vatican.va/archive/catechism/p3s1c2a3.htm
1% source: Catechism of the Catholic Church, numbers used by Catchism
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1935 The equality of men rests essentially on their dignity as persons and the rights that flow
from it:

Every form of social or cultural discrimination in fundamental personal rights on the grounds
of sex, race, color, social conditions, language, or religion must be curbed and eradicated as
incompatible with God's design.

1936 On coming into the world, man is not equipped with everything he needs for developing
his bodily and spiritual life. He needs others. Differences appear tied to age, physical abilities,
intellectual or moral aptitudes, the benefits derived from social commerce, and the distribu-
tion of wealth. The "talents" are not distributed equally.

1937 These differences belong to God's plan, who wills that each receive what he needs from
others, and that those endowed with particular "talents” share the benefits with those who
need them. These differences encourage and often oblige persons to practice generosity, kind-
ness, and sharing of goods; they foster the mutual enrichment of cultures:

| distribute the virtues quite diversely; | do not give all of them to each person, but some to
one, some to others. . . . I shall give principally charity to one; justice to another; humility to
this one, a living faith to that one. . . . And so | have given many gifts and graces, both
spiritual and temporal, with such diversity that | have not given everything to one single
person, so that you may be constrained to practice charity towards one another. . . . | have
willed that one should need another and that all should be my ministers in distributing the
graces and gifts they have received from me.

1938 There exist also sinful inequalities that affect millions of men and women. These are in
open contradiction of the Gospel:

Their equal dignity as persons demands that we strive for fairer and more humane conditions.
Excessive economic and social disparity between individuals and peoples of the one human
race is a source of scandal and militates against social justice, equity, human dignity, as well
as social and international peace.

Human Solidarity

1939 The principle of solidarity, also articulated in terms of "friendship™ or "social charity," is
a direct demand of human and Christian brotherhood.

An error, "today abundantly widespread, is disregard for the law of human solidarity and
charity, dictated and imposed both by our common origin and by the equality in rational
nature of all men, whatever nation they belong to. This law is sealed by the sacrifice of
redemption offered by Jesus Christ on the altar of the Cross to his heavenly Father, on behalf
of sinful humanity."”

1940 Solidarity is manifested in the first place by the distribution of goods and remuneration
for work. It also presupposes the effort for a more just social order where tensions are better
able to be reduced and conflicts more readily settled by negotiation.

1941 Socio-economic problems can be resolved only with the help of all the forms of solidar-
ity: solidarity of the poor among themselves, between rich and poor, of workers among them-
selves, between employers and employees in a business, solidarity among nations and peo-
ples. International solidarity is a requirement of the moral order; world peace depends in part
upon this.

1942 The virtue of solidarity goes beyond material goods. In spreading the spiritual goods of
the faith, the Church has promoted, and often opened new paths for, the development of tem-
poral goods as well. And so throughout the centuries has the Lord's saying been verified:
"Seek first his kingdom and his righteousness, and all these things shall be yours as well":
For two thousand years this sentiment has lived and endured in the soul of the Church,
impelling souls then and now to the heroic charity of monastic farmers, liberators of slaves,
healers of the sick, and messengers of faith, civilization, and science to all generations and all
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peoples for the sake of creating the social conditions capable of offering to everyone possible
a life worthy of man and of a Christian.

In brief

1943 Society ensures social justice by providing the conditions that allow associations and
individuals to obtain their due.

1944 Respect for the human person considers the other "another self." It presupposes respect
for the fundamental rights that flow from the dignity intrinsic of the person.

1945 The equality of men concerns their dignity as persons and the rights that flow from it.
1946 The differences among persons belong to God's plan, who wills that we should need one
another. These differences should encourage charity.

1947 The equal dignity of human persons requires the effort to reduce excessive social and
economic inequalities. It gives urgency to the elimination of sinful inequalities.

1948 Solidarity is an eminently Christian virtue. It practices the sharing of spiritual goods
even more than material ones.

The universal destination and the private ownership of goods

2402 In the beginning God entrusted the earth and its resources to the common stewardship of
mankind to take care of them, master them by labor, and enjoy their fruits. The goods of crea-
tion are destined for the whole human race. However, the earth is divided up among men to
assure the security of their lives, endangered by poverty and threatened by violence. The ap-
propriation of property is legitimate for guaranteeing the freedom and dignity of persons and
for helping each of them to meet his basic needs and the needs of those in his charge. It
should allow for a natural solidarity to develop between men.

2403 The right to private property, acquired by work or received from others by inheritance or
gift, does not do away with the original gift of the earth to the whole of mankind. The univer-
sal destination of goods remains primordial, even if the promotion of the common good re-
quires respect for the right to private property and its exercise.

2404 "In his use of things man should regard the external goods he legitimately owns not
merely as exclusive to himself but common to others also, in the sense that they can benefit
others as well as himself." The ownership of any property makes its holder a steward of
Providence, with the task of making it fruitful and communicating its benefits to others, first
of all his family.

2405 Goods of production - material or immaterial - such as land, factories, practical or artis-
tic skills, oblige their possessors to employ them in ways that will benefit the greatest number.
Those who hold goods for use and consumption should use them with moderation, reserving
the better part for guests, for the sick and the poor.

2406 Political authority has the right and duty to regulate the legitimate exercise of the right
to ownership for the sake of the common good.

Respect for persons and their goods

2407 In economic matters, respect for human dignity requires the practice of the virtue of
temperance, so as to moderate attachment to this world's goods; the practice of the virtue of
justice, to preserve our neighbor's rights and render him what is his due; and the practice of
solidarity, in accordance with the golden rule and in keeping with the generosity of the Lord,
who "though he was rich, yet for your sake . . . became poor so that by his poverty, you might
become rich.”

Respect for the goods of others
2408 The seventh commandment forbids theft, that is, usurping another's property against the
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reasonable will of the owner. There is no theft if consent can be presumed or if refusal is con-
trary to reason and the universal destination of goods. This is the case in obvious and urgent
necessity when the only way to provide for immediate, essential needs (food, shelter, clothing
...) Is to put at one's disposal and use the property of others.

2409 Even if it does not contradict the provisions of civil law, any form of unjustly taking and
keeping the property of others is against the seventh commandment: thus, deliberate retention
of goods lent or of objects lost; business fraud; paying unjust wages; forcing up prices by tak-
ing advantage of the ignorance or hardship of another.

The following are also morally illicit: speculation in which one contrives to manipulate the
price of goods artificially in order to gain an advantage to the detriment of others; corruption
in which one influences the judgment of those who must make decisions according to law;
appropriation and use for private purposes of the common goods of an enterprise; work poorly
done; tax evasion; forgery of checks and invoices; excessive expenses and waste. Willfully
damaging private or public property is contrary to the moral law and requires reparation.
2410 Promises must be kept and contracts strictly observed to the extent that the commit-
ments made in them are morally just. A significant part of economic and social life depends
on the honoring of contracts between physical or moral persons - commercial contracts of
purchase or sale, rental or labor contracts. All contracts must be agreed to and executed in
good faith.

2411 Contracts are subject to commutative justice which regulates exchanges between per-
sons in accordance with a strict respect for their rights. Commutative justice obliges strictly; it
requires safeguarding property rights, paying debts, and fulfilling obligations freely con-
tracted. Without commutative justice, no other form of justice is possible.

One distinguishes commutative justice from legal justice which concerns what the citizen
owes in fairness to the community, and from distributive justice which regulates what the
community owes its citizens in proportion to their contributions and needs.

2412 In virtue of commutative justice, reparation for injustice committed requires the restitu-
tion of stolen goods to their owner: Jesus blesses Zacchaeus for his pledge: "If | have de-
frauded anyone of anything, I restore it fourfold. "Those who, directly or indirectly, have
taken possession of the goods of another, are obliged to make restitution of them, or to return
the equivalent in kind or in money, if the goods have disappeared, as well as the profit or ad-
vantages their owner would have legitimately obtained from them. Likewise, all who in some
manner have taken part in a theft or who have knowingly benefited from it - for example,
those who ordered it, assisted in it, or received the stolen goods - are obliged to make restitu-
tion in proportion to their responsibility and to their share of what was stolen. 2413 Games of
chance (card games, etc.) or wagers are not in themselves contrary to justice. They become
morally unacceptable when they deprive someone of what is necessary to provide for his
needs and those of others. The passion for gambling risks becoming an enslavement. Unfair
wagers and cheating at games constitute grave matter, unless the damage inflicted is so slight
that the one who suffers it cannot reasonably consider it significant. 2414 The seventh com-
mandment forbids acts or enterprises that for any reason - selfish or ideological, commercial,
or totalitarian - lead to the enslavement of human beings, to their being bought, sold and ex-
changed like merchandise, in disregard for their personal dignity. It is a sin against the dignity
of persons and their fundamental rights to reduce them by violence to their productive value
or to a source of profit. St. Paul directed a Christian master to treat his Christian slave "no
longer as a slave but more than a slave, as a beloved brother, . . . both in the flesh and in the
Lord."

Respect for the integrity of creation
2415 The seventh commandment enjoins respect for the integrity of creation. Animals, like
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plants and inanimate beings, are by nature destined for the common good of past, present, and
future humanity. Use of the mineral, vegetable, and animal resources of the universe cannot
be divorced from respect for moral imperatives. Man's dominion over inanimate and other
living beings granted by the Creator is not absolute; it is limited by concern for the quality of
life of his neighbor, including generations to come; it requires a religious respect for the integ-
rity of creation.

2416 Animals are God's creatures. He surrounds them with his providential care. By their
mere existence they bless him and give him glory. Thus men owe them kindness. We should
recall the gentleness with which saints like St. Francis of Assisi or St. Philip Neri treated ani-
mals.

2417 God entrusted animals to the stewardship of those whom he created in his own image.
Hence it is legitimate to use animals for food and clothing. They may be domesticated to help
man in his work and leisure. Medical and scientific experimentation on animals is a morally
acceptable practice, if it remains within reasonable limits and contributes to caring for or sav-
ing human lives.

2418 It is contrary to human dignity to cause animals to suffer or die needlessly. It is likewise
unworthy to spend money on them that should as a priority go to the relief of human misery.
One can love animals; one should not direct to them the affection due only to persons.

The social doctrine of the church

2419 "Christian revelation . . . promotes deeper understanding of the laws of social living."”
The Church receives from the Gospel the full revelation of the truth about man. When she
fulfills her mission of proclaiming the Gospel, she bears witness to man, in the name of
Christ, to his dignity and his vocation to the communion of persons. She teaches him the de-
mands of justice and peace in conformity with divine wisdom.

2420 The Church makes a moral judgment about economic and social matters, "when the
fundamental rights of the person or the salvation of souls requires it." In the moral order she
bears a mission distinct from that of political authorities: the Church is concerned with the
temporal aspects of the common good because they are ordered to the sovereign Good, our
ultimate end. She strives to inspire right attitudes with respect to earthly goods and in socio-
economic relationships.

2421 The social doctrine of the Church developed in the nineteenth century when the Gospel
encountered modern industrial society with its new structures for the production of consumer
goods, its new concept of society, the state and authority, and its new forms of labor and own-
ership. The development of the doctrine of the Church on economic and social matters attests
the permanent value of the Church’s teaching at the same time as it attests the true meaning of
her Tradition, always living and active.

2422 The Church's social teaching comprises a body of doctrine, which is articulated as the
Church interprets events in the course of history, with the assistance of the Holy Spirit, in the
light of the whole of what has been revealed by Jesus Christ. This teaching can be more easily
accepted by men of good will, the more the faithful let themselves be guided by it.

2423 The Church's social teaching proposes principles for reflection; it provides criteria for
judgment; it gives guidelines for action:

Any system in which social relationships are determined entirely by economic factors is con-
trary to the nature of the human person and his acts.

2424 A theory that makes profit the exclusive norm and ultimate end of economic activity is
morally unacceptable. The disordered desire for money cannot but produce perverse effects. It
is one of the causes of the many conflicts which disturb the social order.

A system that "subordinates the basic rights of individuals and of groups to the collective or-
ganization of production™ is contrary to human dignity. Every practice that reduces persons to
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nothing more than a means of profit enslaves man, leads to idolizing money, and contributes
to the spread of atheism. "You cannot serve God and mammon."

2425 The Church has rejected the totalitarian and atheistic ideologies associated in modem
times with "communism™ or "socialism." She has likewise refused to accept, in the practice of
"capitalism,"” individualism and the absolute primacy of the law of the marketplace over hu-
man labor. Regulating the economy solely by centralized planning perverts the basis of social
bonds; regulating it solely by the law of the marketplace fails social justice, for “there are
many human needs which cannot be satisfied by the market."[207] Reasonable regulation of
the marketplace and economic initiatives, in keeping with a just hierarchy of values and a
view to the common good, is to be commended.

Economic activity and social justice

2426 The development of economic activity and growth in production are meant to provide
for the needs of human beings. Economic life is not meant solely to multiply goods produced
and increase profit or power; it is ordered first of all to the service of persons, of the whole
man, and of the entire human community. Economic activity, conducted according to its own
proper methods, is to be exercised within the limits of the moral order, in keeping with social
justice so as to correspond to God's plan for man.

2427 Human work proceeds directly from persons created in the image of God and called to
prolong the work of creation by subduing the earth, both with and for one another. Hence
work is a duty: "If any one will not work, let him not eat.” Work honors the Creator's gifts and
the talents received from him. It can also be redemptive. By enduring the hardship of work in
union with Jesus, the carpenter of Nazareth and the one crucified on Calvary, man collabo-
rates in a certain fashion with the Son of God in his redemptive work. He shows himself to be
a disciple of Christ by carrying the cross, daily, in the work he is called to accomplish. Work
can be a means of sanctification and a way of animating earthly realities with the Spirit of
Christ.

2428 In work, the person exercises and fulfills in part the potential inscribed in his nature. The
primordial value of labor stems from man himself, its author and its beneficiary. Work is for
man, not man for work.

Everyone should be able to draw from work the means of providing for his life and that of his
family, and of serving the human community.

2429 Everyone has the right of economic initiative; everyone should make legitimate use of
his talents to contribute to the abundance that will benefit all and to harvest the just fruits of
his labor. He should seek to observe regulations issued by legitimate authority for the sake of
the common good.

2430 Economic life brings into play different interests, often opposed to one another. This
explains why the conflicts that characterize it arise. Efforts should be made to reduce these
conflicts by negotiation that respects the rights and duties of each social partner: those respon-
sible for business enterprises, representatives of wage- earners (for example, trade unions),
and public authorities when appropriate.

2431 The responsibility of the state. "Economic activity, especially the activity of a market
economy, cannot be conducted in an institutional, juridical, or political vacuum. On the con-
trary, it presupposes sure guarantees of individual freedom and private property, as well as a
stable currency and efficient public services. Hence the principal task of the state is to guaran-
tee this security, so that those who work and produce can enjoy the fruits of their labors and
thus feel encouraged to work efficiently and honestly.... Another task of the state is that of
overseeing and directing the exercise of human rights in the economic sector. However, pri-
mary responsibility in this area belongs not to the state but to individuals and to the various
groups and associations which make up society."
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2432 Those responsible for business enterprises are responsible to society for the economic
and ecological effects of their operations. They have an obligation to consider the good of
persons and not only the increase of profits. Profits are necessary, however. They make possi-
ble the investments that ensure the future of a business and they guarantee employment.

2433 Access to employment and to professions must be open to all without unjust discrimina-
tion: men and women, healthy and disabled, natives and immigrants. For its part society
should, according to circumstances, help citizens find work and employment.

2434 A just wage is the legitimate fruit of work. To refuse or withhold it can be a grave injus-
tice. In determining fair pay both the needs and the contributions of each person must be taken
into account. "Remuneration for work should guarantee man the opportunity to provide a dig-
nified livelihood for himself and his family on the material, social, cultural and spiritual level,
taking into account the role and the productivity of each, the state of the business, and the
common good.” Agreement between the parties is not sufficient to justify morally the amount
to be received in wages.

2435 Recourse to a strike is morally legitimate when it cannot be avoided, or at least when it
IS necessary to obtain a proportionate benefit. It becomes morally unacceptable when accom-
panied by violence, or when objectives are included that are not directly linked to working
conditions or are contrary to the common good.

Unemployment almost always wounds its victim's dignity and threatens the equilibrium of his
life. Besides the harm done to him personally, it entails many risks for his family.

Justice and solidarity among nations

2437 On the international level, inequality of resources and economic capability is such that it
creates a real "gap" between nations. On the one side there are those nations possessing and
developing the means of growth and, on the other, those accumulating debts.

2438 Various causes of a religious, political, economic, and financial nature today give "the
social question a worldwide dimension.” There must be solidarity among nations which are
already politically interdependent. It is even more essential when it is a question of disman-
tling the "perverse mechanisms" that impede the development of the less advanced countries.
In place of abusive if not usurious financial systems, iniquitous commercial relations among
nations, and the arms race, there must be substituted a common effort to mobilize resources
toward objectives of moral, cultural, and economic development, "redefining the priorities
and hierarchies of values."

2439 Rich nations have a grave moral responsibility toward those which are unable to ensure
the means of their development by themselves or have been prevented from doing so by tragic
historical events. It is a duty in solidarity and charity; it is also an obligation in justice if the
prosperity of the rich nations has come from resources that have not been paid for fairly.

2440 Direct aid is an appropriate response to immediate, extraordinary needs caused by natu-
ral catastrophes, epidemics, and the like. But it does not suffice to repair the grave damage
resulting from destitution or to provide a lasting solution to a country's needs. It is also neces-
sary to reform international economic and financial institutions so that they will better pro-
mote equitable relationships with less advanced countries. The efforts of poor countries work-
ing for growth and liberation must be supported. This doctrine must be applied especially in
the area of agricultural labor. Peasants, especially in the Third World, form the overwhelming
majority of the poor.

2441 An increased sense of God and increased self-awareness are fundamental to any full
development of human society. This development multiplies material goods and puts them at
the service of the person and his freedom. It reduces dire poverty and economic exploitation.
It makes for growth in respect for cultural identities and openness to the transcendent.

2442 1t is not the role of the Pastors of the Church to intervene directly in the political struc-
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turing and organization of social life. This task is part of the vocation of the lay faithful, act-
ing on their own initiative with their fellow citizens. Social action can assume various con-
crete forms. It should always have the common good in view and be in conformity with the
message of the Gospel and the teaching of the Church. It is the role of the laity "to animate
temporal realities with Christian commitment, by which they show that they are witnesses and
agents of peace and justice."

Love for the poor

2443 God blesses those who come to the aid of the poor and rebukes those who turn away
from them: "Give to him who begs from you, do not refuse him who would borrow from
you"; "you received without pay, give without pay.” It is by what they have done for the poor
that Jesus Christ will recognize his chosen ones. When "the poor have the good news
preached to them," it is the sign of Christ's presence.

2444 "The Church's love for the poor . . . is a part of her constant tradition." This love is in-
spired by the Gospel of the Beatitudes, of the poverty of Jesus, and of his concern for the
poor. Love for the poor is even one of the motives for the duty of working so as to "be able to
give to those in need.” It extends not only to material poverty but also to the many forms of
cultural and religious poverty.

2445 Love for the poor is incompatible with immoderate love of riches or their selfish use:
Come now, you rich, weep and howl for the miseries that are coming upon you. Your riches
have rotted and your garments are moth-eaten. Your gold and silver have rusted, and their rust
will be evidence against you and will eat your flesh like fire. You have laid up treasure for the
last days. Behold, the wages of the laborers who mowed your fields, which you kept back by
fraud, cry out; and the cries of the harvesters have reached the ears of the Lord of hosts. You
have lived on the earth in luxury and in pleasure; you have fattened your hearts in a day of
slaughter. You have condemned, you have killed the righteous man; he does not resist you.
2446 St. John Chrysostom vigorously recalls this: "Not to enable the poor to share in our
goods is to steal from them and deprive them of life. The goods we possess are not ours, but
theirs.” "The demands of justice must be satisfied first of all; that which is already due in jus-
tice is not to be offered as a gift of charity"

When we attend to the needs of those in want, we give them what is theirs, not ours. More
than performing works of mercy, we are paying a debt of justice.

2447 The works of mercy are charitable actions by which we come to the aid of our neighbor
in his spiritual and bodily necessities. Instructing, advising, consoling, comforting are spiritual
works of mercy, as are forgiving and bearing wrongs patiently. The corporal works of mercy
consist especially in feeding the hungry, sheltering the homeless, clothing the naked, visiting
the sick and imprisoned, and burying the dead. Among all these, giving alms to the poor is
one of the chief witnesses to fraternal charity: it is also a work of justice pleasing to God:

He who has two coats, let him share with him who has none and he who has food must do
likewise. But give for alms those things which are within; and behold, everything is clean for
you. If a brother or sister is ill-clad and in lack of daily food, and one of you says to them,
"Go in peace, be warmed and filled,” without giving them the things needed for the body,
what does it profit?

2448 "In its various forms - material deprivation, unjust oppression, physical and psychologi-
cal illness and death - human misery is the obvious sign of the inherited condition of frailty
and need for salvation in which man finds himself as a consequence of original sin. This mis-
ery elicited the compassion of Christ the Savior, who willingly took it upon himself and iden-
tified himself with the least of his brethren. Hence, those who are oppressed by poverty are
the object of a preferential love on the part of the Church which, since her origin and in spite
of the failings of many of her members, has not ceased to work for their relief, defense, and
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liberation through numerous works of charity which remain indispensable always and every-
where."

2449 Beginning with the Old Testament, all kinds of juridical measures (the jubilee year of
forgiveness of debts, prohibition of loans at interest and the keeping of collateral, the obliga-
tion to tithe, the daily payment of the day-laborer, the right to glean vines and fields) answer
the exhortation of Deuteronomy: "For the poor will never cease out of the land; therefore |
command you, "You shall open wide your hand to your brother, to the needy and to the poor
in the land."" Jesus makes these words his own: "The poor you always have with you, but you
do not always have me."” In so doing he does not soften the vehemence of former oracles
against "buying the poor for silver and the needy for a pair of sandals . . .," but invites us to
recognize his own presence in the poor who are his brethren:

When her mother reproached her for caring for the poor and the sick at home, St. Rose of
Lima said to her: "When we serve the poor and the sick, we serve Jesus. We must not fail to
help our neighbors, because in them we serve Jesus.

In brief

2450 "You shall not steal™ (Ex 20:15; Deut 5:19). "Neither thieves, nor the greedy . . ., nor
robbers will inherit the kingdom of God" (1 Cor 6:10).

2451 The seventh commandment enjoins the practice of justice and charity in the administra-
tion of earthly goods and the fruits of men's labor.

2452 The goods of creation are destined for the entire human race. The right to private prop-
erty does not abolish the universal destination of goods.

2453 The seventh commandment forbids theft. Theft is the usurpation of another's goods
against the reasonable will of the owner.

2454 Every manner of taking and using another's property unjustly is contrary to the seventh
commandment. The injustice committed requires reparation. Commutative justice requires the
restitution of stolen goods.

2455 The moral law forbids acts which, for commercial or totalitarian purposes, lead to the
enslavement of human beings, or to their being bought, sold or exchanged like merchandise.
2456 The dominion granted by the Creator over the mineral, vegetable, and animal resources
of the universe cannot be separated from respect for moral obligations, including those toward
generations to come.

2457 Animals are entrusted to man's stewardship; he must show them kindness. They may be
used to serve the just satisfaction of man's needs.

2458 The Church makes a judgment about economic and social matters when the fundamental
rights of the person or the salvation of souls requires *. She is concerned with the temporal
common good of men because they are ordered to the sovereign Good, their ultimate end.
2459 Man is himself the author, center, and goal of all economic and social life. The decisive
point of the social question is that goods created by God for everyone should in fact reach
everyone in accordance with justice and with the help of charity.

2460 The primordial value of labor stems from man himself, its author and beneficiary. By
means of his labor man participates in the work of creation. Work united to Christ can be re-
demptive.

2461 True development concerns the whole man. It is concerned with increasing each per-
son's ability to respond to his vocation and hence to God's call (cf. CA 29).

2462 Giving alms to the poor is a witness to fraternal charity: it is also a work of justice pleas-
ing to God.

2463 How can we not recognize Lazarus, the hungry beggar in the parable (cf. Lk 17:19-31),
in the multitude of human beings without bread, a roof or a place to stay? How can we fail to
hear Jesus: "As you did it not to one of the least of these, you did it not to me" (Mt 25:45)?
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Evangelic Church

But not only the Catholic church has set roots for social justice, but also Dr. Martin Luther
who nailed his 95 theses - which were meant as addition to a letter to the archbishop of Mainz
- in 1517 to a church entrance door in Wittenberg. Especially theses 43-46* make that clear:

43. Christians are to be taught that he who gives to the poor or lends to the needy does a better
work than buying pardons;

44. Because love grows by works of love, and man becomes better; but by pardons man does
not grow better, only more free from penalty.

45. Christians are to be taught that he who sees a man in need, and passes him by, and gives
[his money] for pardons, purchases not the indulgences of the pope, but the indignation of
God.

46. Christians are to be taught that unless they have more than they need, they are bound to
keep back what is necessary for their own families, and by no means to squander it on par-
dons.

" Source: http://www.iclnet.org/pub/resources/text/wittenberg/luther/web/ninetyfive.html
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2. Social Market Economy, Freiburg School,
Ordoliberalism and Konrad Adenauer

The social market economy was the main economic model used in Western and Northern
Europe during the Cold War era. It originated in West Germany, and it is known as Soziale
Marktwirtschaft in German. In West Germany, the social market model was created and im-
plemented by the Christian Democrat Ludwig Erhard, Minister of Economics under Konrad
Adenauer's chancellorship and German Chancellor in his own right from 1963 to 1966. While
social market economies are often seen as the realization of ordoliberalism and do in fact
chiefly stem from the theories of the ordoliberals, the systems actually put into effect in
Europe after the Second World War were strongly influenced by social democracy and gener-
ally have a slight social-democratic bent. The social market economy seeks a middle path
between socialism and capitalism (i.e. a mixed economy) and aims at maintaining a balance
between a high rate of economic growth, low inflation, low levels of unemployment, good
working conditions, social welfare, and public services, by using state intervention. Basically
respecting the free market, the social market economy is opposed to both a planned economy
and laissez-faire capitalism. Erhard once told Friedrich Hayek that the free market economy
did not need to be made social but was social in its origin. In a social market economy, collec-
tive bargaining is often done on a national level not between one corporation and one union,
but national employers' organizations and national trade unions.

The Freiburg School is a school of economic thought founded in the 1930s at the University
of Freiburg. It builds somewhat on the earlier historical school of economics.

Ordoliberalism (also called German neoliberalism) is a school of liberalism emphasizing the
need for the state to ensure that the free market produces results close to its theoretical
potential (see allocative efficiency). The theory was developed by German economists and
legal scholars such as Wilhelm Ropke (who spent the Nazi period in exile in Turkey), Walter
Eucken, Franz B6hm and Hans Grossmann-Doerth from about 1930-1950; Ordoliberal ideals
(with modifications) drove the creation of the post-World War 1l German social market
economy and its attendant “Wirtschaftswunder”.

Ordoliberal theory holds that the state must create a proper legal environment for the
economy and maintain a healthy level of competition through measures that adhere to market
principles. The concern is that, if the state does not take active measures to foster competition,
firms with monopoly or oligopoly power will emerge, which will not only subvert the
advantages offered by the market economy, but also possibly undermine good government,
since strong economic power can be transformed into political power. Quoting Stephen
Padgett: "A central tenet of ordo-liberalism is a clearly defined division of labor in economic
management, with specific responsibilities assigned to particular institutions. Monetary policy
should be the responsibility of a central bank committed to monetary stability and low
inflation, and insulated from political pressure by independent status. Fiscal policy - balancing
tax revenue against government expenditure - is the domain of the government, whilst macro-
economic policy is the preserve of employers and trade unions.” The state should form an
economical order instead of directing economical processes. Wilhelm Répke considered
Ordoliberalism to be "liberal conservatism™ against capitalism. Alexander Rustow also has
criticized laissez-faire capitalism. The Ordoliberals thus separated themselves from classical
liberals like Ludwig von Mises and Friedrich Hayek. For their political philosophy,
Ordoliberals were influenced by Aristotle, Tocqueville, Hegel, Spengler and Karl Mannheim.
Following the fall of the Berlin Wall on 9 November 1989, most centre right parties gradually
moved towards the highly capitalist economic policies of neoliberalism, and a significant por-
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tion of the centre left made a similar move, developing the "Third Way". Nevertheless, a
commitment to some form of social market economy was present in the European Union
Constitution (now in limbo following the referendums in France and the Netherlands).

Konrad Adenauer was born as the third of five children of Johann Konrad Adenauer (1833-
1906) and his wife Helene (1849-1919) (née Scharfenberg) in Cologne. His siblings were
August (1872-1952), Johannes (1873-1937), Lilli (1879-1950) and Elisabeth, who died
shortly after birth. In 1894, he completed his matura and started to study law and politics at
the universities of Freiburg, Munich and Bonn. He was a member of several Roman Catholic
students’ associations under the K.St.V. Arminia in Bonn. He finished his studies in 1901.
Afterwards he worked as a lawyer at the court in Cologne. As a devout Roman Catholic, he
joined the Centre Party in 1906 and was elected to Cologne’s city council in the same year. In
1909, he became Vice-Mayor of Cologne. From 1917 to 1933, he served as Mayor of Co-
logne. He had the unpleasant task of heading Cologne in the era of British occupation follow-
ing the First World War and lasting until 1926. He managed to establish faithful relations with
the British military authorities and flirted with Rhenish separatism (a Rhenish state as part of
Germany, but outside Prussia). During the Weimar Republic, he was president of the Prussian
State Council (“PreuBischer Staatsrat™) from 1922 to 1933, which was the representative of
the Prussian cities and provinces. When the Nazis rose to power in 1933, the Centre Party lost
the “elections” in Cologne and Adenauer fled to the abbey of Maria Laach, threatened by the
new government after he had refused even to shake hands with a local Nazi leader. The host-
ing of Adenauer for a year at this abbey was cited by its abbot after the war, when accused by
Heinrich Bo6ll and others of collaboration with the Nazis. He was imprisoned briefly after the
Night of the Long Knives. During the next two years, he changed residences often due to re-
prisals inflicted on him by the Nazis. In 1937, he was successful in claiming at least some
compensation for his once confiscated house and managed to live in seclusion for some years.
According to Albert Speer Hitler expressed admiration for Adenauer, noting his building of a
road circling the city as a bypass, and of a “green belt” of parks. However, both Hitler and
Speer felt that due to Adenauer’s principal political views and general stubbornness, he
couldn’t possibly play any role within their movement nor be helpful to the Nazi party in any
way. After the failed assassination attempt on Hitler, in 1944, he was imprisoned for the sec-
ond time, being known as an opponent of the regime. But no active role in the plot could be
connected to him by the Gestapo and he was released some weeks later. Shortly after the war,
the Americans installed him again as Mayor of Cologne, but the British administration dis-
missed him for his alleged incompetence.

After his dismissal as Mayor of Cologne, Adenauer devoted himself to building a new politi-
cal party, the Christian Democratic Union (CDU), which hoped to embrace Protestants as well
as Roman Catholics in a single party. In January 1946, Adenauer started a political meeting of
the future CDU in the British zone as its doyen (the oldest man in attendance, “Altersprasi-
dent”) and was informally accepted as its leader. Adenauer worked diligently at building up
contacts and support in the CDU over the next few years, and he sought with varying success
to impose his particular ideology on the party. His was an ideology at odds with many in the
CDU who wished to unite socialism and Christianity; Adenauer preferred to stress the dignity
of the individual, and he considered both communism and Nazism materialist world views
that violated that dignity. Adenauer’s leading role in the CDU of the British zone won him a
position at the Parliamentary Council of 1948, called into existence by the Western Allies to
draft a constitution for the three western zones of Germany. He was the chairman of this con-
stitutional convention and, like George Washington in the United States, vaulted from this
position to being chosen as the first head of government once the new “Basic Law” had been
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promulgated in May 1949. At the German federal election, 1949, Adenauer became the first
Chancellor of the Federal Republic of Germany (Ger. Bundeskanzler) after World War 11. He
held this position from 1949 to 1963, a period which spans most of the preliminary phase of
the Cold War. During this period, the post-war division of Germany was consolidated with
the establishment of two separate German states, the Federal Republic of Germany (West
Germany) and the German Democratic Republic (East Germany). The first elections to the
“Bundestag” of West Germany were held on August 15, 1949, with the Christian Democrats
emerging as the strongest party. Theodor Heuss was elected first President of the Republic,
and Adenauer was elected Chancellor on September 16, 1949.

Adenauer’s achievements include the establishment of a stable democracy in defeated Ger-
many, a lasting reconciliation with France, a general political reorientation towards the West,
recovering limited but far-reaching sovereignty for West Germany by firmly integrating it
with the emerging Euro-Atlantic community (NATO and the Organisation for European Eco-
nomic Cooperation). Adenauer is also associated with establishing an efficient pension sys-
tem, which ensured an unparalleled prosperity for retired persons, and - along with his Minis-
ter for Economic Affairs and successor, Ludwig Erhard - with the West German model of a
social market economy, which showed itself as a mixed economy with capitalism moderated
by elements of social welfare and Catholic social teaching allowing for the boom period
known as the “Wirtschaftswunder” (“economic miracle”) and produced broad prosperity.
Thus, Adenauer ensured a truly free and democratic society which had been almost unknown
to the German people before - notwithstanding that more or less hopeless attempt between
1919 and 1933 (the Weimar Republic) - and which is today not just normal but also deeply
integrated into modern German society. He thereby laid the groundwork for the Western
world to trust Germany again in spite of the crimes that had been committed by the Nazis.
Precisely because of Adenauer’s former policy, a later reunification of both German states
was possible. A unified Germany remained part of the European Union and NATO.

In retrospect, mainly positive assessments of his chancellorship — especially the establishment
of a social market structure which might be called the roots of the movement of Corporate
Social Responsibility - prevail, not only with the German public, which voted him the “great-
est German of all time” in a 2003 television poll, but even with some of today’s left-wing
intellectuals, who praise his unconditional commitment to western-style democracy and Euro-
pean integration.
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3. Essentials of the GREEN PAPER - “Promoting a Euro-
pean framework for Corporate Social Responsibility” - by
the Commission of the European Communities*

Although in Europe in last decades there have been established discussions about the question
in which social and ecological areas companies should take over responsibility, the
comprehension about CSR in Europe was poor - with the exception to Great Britain.
Nevertheless, this changed at the beginning of the 21-st century when some financial scandals
appeared and the European Union (EU) invented the subject CSR. In March, 2000 the
European council appealed to the sense of responsibility of the companies and next year the
commission of the European Economic Areas published the Green Paper with ,, European
basic conditions of the social responsibility of the companies®[2]. Responding to the
understanding of the European commission not only the social sphere belongs to CSR, but in
the same extent this concept also contains ecological aspects. These circumstances become
also clear if one looks at the CSR definition of the EU: ,, CSR is a concept which serves the
companies as a basis to integrate social interests and enviromental concerns into her activity
and into the interrelation with the stakeholders on voluntary basis “. According to the
definition of the EU two dimensions are to be distinguished. On the one hand, there is the
internal dimension which contains the subjects industrial safety, human resource
management, adaptation to the change as well as environmental consequences and
management of the natural resources. Besides there is an external dimension in which the
contact is discussed to local communities and business partners and which encloses the
subjects human rights and global environment protection.

...What is Corporate Social Responsibility?

20.13Most definitions of corporate social responsibility describe it as a concept whereby
companies integrate social and environmental concerns in their business operations and in
their interaction with their stakeholders on a voluntary basis.

21. Being socially responsible means not only fulfilling legal expectations, but also going
beyond compliance and investing “more” into human capital, the environment and the rela-
tions with stakeholders. The experience with investment in environmentally responsible tech-
nologies and business practice suggests that going beyond legal compliance can contribute to
a company’s competitiveness. Going beyond basic legal obligations in the social area, e.g.
training, working conditions, management-employee relations, can also have a direct impact
on productivity. It opens a way of managing change and of reconciling social development
with improved competitiveness.

22. Corporate social responsibility should nevertheless not be seen as a substitute to regula-
tion or legislation concerning social rights or environmental standards, including the devel-
opment of new appropriate legislation. In countries where such regulations do not exist, ef-
forts should focus on putting the proper regulatory or legislative framework in place in order
to define a level playing field on the basis of which socially responsible practices can be de-
veloped.

23. Whilst so far corporate social responsibility is mainly promoted by a number of large or
multinational companies, it is relevant in all types of companies and in all sector of activity,
from SMEs to multinational enterprises (MNES). Its wider application in SMEs including

2 Source: Brussels, 18.7.2001 COM(2001) 366 final
'3 Numbers indicated by Green Paper
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micro-businesses is of central importance, given that they are the greatest contributors to the
economy and employment. Although many SMEs already take up their social responsibility,
particularly through community involvement, further awareness raising and support to dis-
seminate good practice could help promote corporate social responsibility among them.
Worker co-operatives and participation schemes, as well as other forms of co-operative, mu-
tual and associative enterprises structurally integrate other stakeholder interests and take up
spontaneous social and civil responsibilities.

24. A number of companies with good social and environmental records indicate that these
activities can result in better performance and can generate more profits and growth. For
many companies, this is a new activity and longer term evaluation remains to be done. The
economic impact of corporate social responsibility can be broken down into direct and indi-
rect effects. Positive direct results may for example derive from a better working environ-
ment, which leads to a more committed and productive workforce or from efficient use of
natural resources. In addition, indirect effects result from the growing attention of consumers
and investors, which will increase their opportunities on the markets. Inversely there can
sometimes be a negative impact on a company’s reputation due to criticism of business prac-
tices. This can affect the core assets of a company, such as its brands and image.

25. Financial institutions are making increasing use of social and environmental checklists to
evaluate the risks of loans to, and investments in companies. Similarly, being recognised as a
socially responsible enterprise, for example through listing in an ethical stock market index,
can support the rating of a company and therefore entails concrete financial advantages. There
is a need for a better knowledge and further studies on the impact of corporate social respon-
sibility on business performance. This could be a field for further research between compa-
nies, public authorities and academic institutions. These efforts could be supported by the
Framework programmes for research and technology development...

Corporate social responsibility: the external dimension

42. Corporate social responsibility extends beyond the doors of the company into the local
community and involves a wide range of stakeholders in addition to employees and share-
holders: business partners and suppliers, customers, public authorities and NGOs representing
local communities, as well as the environment. In a world of multinational investment and
global supply chains, corporate social responsibility must also extend beyond the borders of
Europe. Rapid globalisation has encouraged discussion of the role and development of global
governance: the development of voluntary CSR practices can be seen as contributing to this.
43. Corporate social responsibility is also about the integration of companies in their local
setting, whether this be in Europe or world-wide. Companies contribute to their communities,
especially to local communities, by providing jobs, wages and benefits, and tax revenues. On
the other hand companies depend on the health, stability, and prosperity of the communities in
which they operate. For example, they recruit the majority of their employees from the local
labour markets, and therefore have a direct interest in the local availability of the skills they
need. Furthermore, SMEs often also find most of their clients in the surrounding area. The
reputation of a company at its location, its image as an employer and producer, but also as an
actor in the local scene, certainly influences its competitiveness.

44. Companies also interact with the local physical environment. Some rely on a clean envi-
ronment for their production or offering of services - either clean air or clean water or uncon-
gested roads. There can also be a relationship between the local physical environment and the
ability of business to attract workers to the region they are located in. On the other hand, busi-
ness can also be responsible for a number of polluting activities: noise, light, water pollution,
air emissions, contamination of soil, and the environmental problems associated with trans-
port and waste disposal. The environmental education of the community.
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45. Many companies become involved in community causes, notably by means of provision
of additional vocational training places, assisting environmental charities, recruitment of so-
cially excluded people, provision of child-care facilities for employees, partnerships with
communities, sponsoring of local sports and cultural events or donations to charitable activi-
ties.

46. The development of positive relations with the local community and thereby the accumu-
lation of social capital is particularly relevant for non-local companies. Multinational compa-
nies increasingly use these relations to support the integration of their affiliates into various
markets in which they are present. The familiarity of companies with the local actors, the lo-
cal environment traditions and strengths is an asset from which they can capitalise.

Business partners, suppliers and consumers

47. By working closely with business partners, companies can reduce complexity and costs
and increase quality. Selection of suppliers is not always exclusively through competitive bid-
ding. Relationships with alliance and joint venture partners and with franchisees are equally
important. In the long run building relationships may result in fair prices, terms and expecta-
tions along with quality and reliable delivery. In adopting socially and environmentally re-
sponsible practices all companies however have to respect the relevant rules of EU and na-
tional competition laws.

48. Large companies are at the same time business partners of the smaller ones, be it as their
customers, suppliers, subcontractors or competitors. Companies should be aware that their
social performance can be affected as a result of the practices of their partners and suppliers
throughout the whole supply chain. The effect of corporate social responsibility activities will
not remain limited to the company itself, but will also touch upon their economic partners.
This is particularly the case for large companies, which have outsourced part of their produc-
tion or services and, therefore, may have acquired additional corporate social responsibility
with regard to these suppliers and their staff, bearing in mind that sometimes economic wel-
fare of these suppliers depend primarily or entirely on one large company.

49. Some large companies demonstrate corporate social responsibility by promoting entrepre-
neurial initiatives in the region of their location. Examples for such practices include mentor-
ing schemes offered by large companies to start-ups and local SMEs, or assistance to smaller
firms on social reporting and communication of their corporate social responsibility activities.
50. Corporate venturing constitutes a further way for large companies to facilitate the devel-
opment of new innovative enterprises. Corporate venturing means that the large enterprise
takes a minority stake in a promising start-up and promotes its development. This offers vari-
ous advantages to both partners, including a better grip on innovative developments for the
large company and easier access to financial resources and to the market for the small com-
pany.

51. As part of their social responsibility companies are expected to provide products and ser-
vices, which consumers need and want in an efficient, ethical and environmentally aware
manner. Companies, which build lasting relationships with customers by focusing their whole
organisation on understanding what the customers need and want and providing them with
superior quality, safety, reliability and service are expected to be more profitable. Applying
the principle of design for all (making products and services usable by as many people as pos-
sible including disabled consumers) is an important example of corporate social responsibil-

ity...
A holistic approach towards Corporate Social Responsibility

61. While companies increasingly recognise their social responsibility, many of them have yet
to adopt management practices that reflect it. Where they have to integrate it in their day-to-
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day management involving their whole supply chain, companies' employees and managers
need training and retraining in order to acquire the necessary skills and competence. Pioneer-
ing companies can help to mainstream socially responsible practice by disseminating best
practice.

62. While corporate social responsibility can only be taken on by the companies themselves,
stakeholders, particularly employees, consumers and investors, can play a decisive role - in
their own interest or on behalf of other stakeholders in areas such as working conditions, the
environment or human rights - in prompting companies to adopt socially responsible prac-
tices. They require effective transparency about companies’ social and environmental per-
formance.

Social responsibility integrated management

63. Companies' approaches in dealing with their responsibilities and relationships with their
stakeholders vary according to sectoral and cultural differences. At the start companies tend to
adopt a mission statement, code of conduct, or credo where they state their purpose, core val-
ues, and responsibilities towards their stakeholders. These values then need to be translated
into action across the organisation, from strategies to day-to-day decisions. This involves
practices such as adding a socially or environmental dimension in plans and budgets and
evaluating corporate performance in these areas, creating “community advisory committees”,
carrying out social or environmental audits and setting up continuing education programmes.
64. As issues of corporate social responsibility become an integral part of corporate strategic
planning and routine operational performance, managers and employees are required to make
business decisions based on additional criteria to those they were traditionally trained to ex-
pect. Traditional models of organisation behaviour, strategic management and even business
ethics do not always give sufficient preparation for managing companies in this new environ-
ment.

65. In response to the need to integrate corporate social responsibility into the training of ex-
isting managers and employees and to anticipate the skills that will be required of the manag-
ers and employees of the future, courses or modules in business ethics become quite a com-
mon element of business degrees. They tend, however, to cover only a limited part of what is
meant by corporate social responsibility.

Social responsibility reporting and auditing

66. Many multinational companies are now issuing social responsibility reports. While envi-
ronmental, health, and safety reports are common, reports tackling issues such as human
rights and child labour are not. Moreover companies’ approaches to social reporting are as
varied as their approaches to corporate social responsibility. In order for these reports to be
useful, a global consensus needs to evolve on the type of information to be disclosed, the re-
porting format to be used, and the reliability of the evaluation and audit procedure.

67. Few of them provide much detail on their policies and performance on human resource
management and on employment issues such as bargaining and recognition, staff consultation
and training and board accountability. In 1998, the High Level Group on Economic and So-
cial Implications of Industrial Change set-up at the invitation of the European Council, invited
thus companies of more than 1000 employees to publish voluntarily a “Managing change re-
port” i.e. an annual report on employment and working conditions. The Group indicated that
the report should be developed in consultation with employees and their representatives in
accordance with national traditions. The Group suggested a framework, which would deal
with policies, practices and performance regarding employment and working conditions, par-
ticularly anticipation of structural change, communication, employee involvement and social
dialogue, education and training, employee health & safety and equal opportunities.
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68. Furthermore, as suggested by the High Level Group on Change the Commission proposed
in its Social Policy Agenda the establishment of a Monitoring Centre on Change as a means to
develop a proactive approach to anticipating and managing change. The Dublin Foundation
has now included this initiative in its Four Year Rolling Programme, stressing its role in un-
derstanding and anticipating change so as to make better decisions, as well to make better
decisions, as well as assisting key actors in their understanding, anticipation and management
of industrial change through the provision of reliable and objective information.

69. Increasingly public initiatives are supporting the development of social and environmental
reporting.

70. In addition, a variety of organisations are developing standards for social accounting, re-
porting and auditing. These standards pursue varied approaches from process to performance
standards, from voluntary to mandatory standards, from single-issue to multiple issues stan-
dards, and only a handful cover the full spectrum of corporate social responsibility issues.

71. Major international initiatives are focusing on the globalization of social standards, public
disclosure of information and the development of social reports, i.e. the Social Accountability
8000 standard and the Global Reporting Initiative. The complexity of creating global stan-
dards applicable to any culture and country has, however, created a lot of controversy. Inter-
nationally agreed standards, such as the ILO fundamental conventions, as identified in the
1998 Declaration, constitute by their universal nature the most appropriate basis for such ini-
tiatives.

72. Furthermore, there is a need to provide companies, and in particular SMEs, with guidance
and tools that enable them to report on their corporate social responsibility policies, processes
and performance in an effective manner. By sharing their expertise and offering capacity
building skills large pioneering companies can support SMEs in this area.

73. Verification by independent third parties of the information published in social responsi-
bility reports is also needed to avoid criticism that the reports are public relations schemes
without substance. Indeed such services are already beginning to be offered by a variety of
companies, which would need to perform them following agreed standards. The involvement
of stakeholders, including trade-unions and NGOs, could improve the quality of verification.

Quality in work

74. Employees are major stakeholders of companies. In addition, implementing corporate
social responsibility needs commitment from the top management, but also innovative think-
ing and, thus, new skills and closer involvement of the employees and their representatives in
a two-way dialogue that can structure permanent feedback and adjustment. Social dialogue
with workers’ representatives, which is the main mechanism of definition of the relationship
between a company and its workers, therefore plays a crucial part in the wider adoption of
socially responsible

practices.

75. Furthermore, as the issues related to corporate social responsibility are wide-ranging and
affect practically all company activities, workers’ representatives need to be consulted exten-
sively on policies, plans and measures, as proposed in the Commission’s draft Directive estab-
lishing a general framework for informing and

consulting employees in the European Community (COM(98)612). In addition, social dia-
logue needs to be widened to cover issues and instruments for improving companies’ social
and environmental performance, e.g. through awareness raising among management and
workers, training schemes, schemes aimed at guiding companies on their social and environ-
mental performance, and strategic management systems integrating economic, social and en-
vironmental considerations.

76. Some companies are also recognising the link between environmental performance and
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better quality jobs. Increased environmental performance can come about through the adop-
tion of clean technology. Clean technology is itself usually associated with more high-tech
and rewarding jobs for employees. Thus, the adoption of clean technology can improve envi-
ronmental performance and job satisfaction simultaneously, whilst increasing profitability.
77. At a time when skill shortages are becoming a problem in some sectors and when more
candidates are asking about companies' employment policies, various instruments can help
improve information and transparency about best practice in the area of human resources
management. Some countries already contribute to promoting companies that are good work-
places by publishing lists of best employers.

78. At the invitation of the European Council in Lisbon, which stressed the importance of
investing in people, the Commission is exploring ways to introduce a European award for
particularly progressive companies, in order to give higher priority to lifelong learning as a
basic component of the European social model. Similar prizes will recognise companies,
which have developed good practice to promote gender equality or provide opportunities for
people with disabilities...

Socially responsible investment

84. In recent years, socially responsible investing (SRI) has experienced a strong surge in
popularity among mainstream investors. Socially and environmentally responsible policies
provide investors with a good indication of sound internal and external management. They
contribute to minimising risks by anticipating and preventing crises that can affect reputation
and cause dramatic drops in share prices. As the demand for SRI funds in Europe increases
rapidly, mainstream investment houses are responding by bringing out more of them, but
there is little information published on their number, size, and performance except in the
United Kingdom where socially responsible investing accounts for 5% of all funds invested.
85. SRI funds invest in companies complying with specific social and environmental criteria.
Criteria can be negative, thus excluding tobacco, alcohol and armament industries. Criteria
can also be positive, including socially and environmentally proactive companies. Another
important option for investors is to engage in shareholder activism to induce company man-
agement to adopt socially responsible practices. Shareholder activism is expected to increase
together with the importance of corporate governance issues and the development of pension
funds.

86. For SRI to grow further however, financial markets need to improve their awareness of its
potential returns. Following the Social Investment Forum established in 1991 in the UK So-
cial Investment forums (SIF) have been recently set up in France, Germany, the Netherlands
and Italy to provide information on corporate social responsibility policies and to promote and
encourage the development of SRI. The planned European Social Investing Forum, a network
of national SIF, is expected to support the further development of SRI.

87. SRI is an emerging market with many specialised screening agencies (non-financial ana-
lysts) using a number of different tools and metrics. As a consequence companies seem over-
loaded with excessive and divergent information requests. Thus a further expansion of SRI
may encounter a growing aversion and non-co-operation from companies. A positive response
to this can be found in preliminary standardisation efforts in social reporting, which are joined
by major screening agencies. There is, however, a need for more convergence between indica-
tors developed by companies and the criteria used by analysts to assess a company’s social
and environmental performance. Furthermore, the lack of transparency in evaluation methods
used by screening agencies may also restrain large investors from making significant socially
responsible investments. There is, therefore, a need for further standardisation, harmonisation
and transparency in screening tools and metrics used by screening agencies.

88. The European Council in Stockholm recognised the need to create a dynamic and efficient
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European Securities Market by the end of 2003. In this context European market indices iden-
tifying companies with the strongest social and environmental performance will become in-
creasingly necessary as a basis for launching SRI funds and as a performance benchmark for
SRI. To ensure the quality and objectivity of these indices the assessment of the social and
environmental performance of companies listed in them should be done on the basis of the
information submitted by the management but also by the stakeholders. Furthermore, external
audit and internal quality assurance procedures should be used to monitor and maintain the
accuracy of the input data, assessment procedures and results.

The Consultation Process

89. The Green Paper invites public authorities at all levels, including international organisa-
tions, enterprises from SMEs to multinational enterprises (MNES), social partners, NGOs,
other stakeholders and all interested individuals to express their views on how to build a part-
nership for the development of a new framework for the promotion of corporate social re-
sponsibility, taking account of the interests of both business and stakeholders. Enterprises
need to work together with public authorities to find innovative ways of developing corporate
social responsibility. Such a partnership could make a significant contribution to achieving the
objective of promoting a model of corporate social responsibility based on European values.
90. The word “framework” should be given a broad interpretation. Proposals should build on
the voluntary nature of corporate social responsibility and identify ways in which it can con-
tribute to achieving sustainable development and a more effective way of governance. The
level and content of such a framework should be clarified through discussions during the con-
sultation period of the Green Paper.

91. The European institutions — the Parliament, the Council of Ministers, the Commission - as
well as the Economic and Social Committee and the Committee of Regions can stimulate the
debate, give political support and organise an exchange of information and knowledge about
corporate social responsibility.

92. The main questions are:

The Role for the EU

What could the European Union do to promote the development of corporate social responsi-
bility at European and international level? In particular, should the EU add value and com-
plement existing socially responsible activities by:

- Developing an overall European framework, in partnership with the main corporate social
responsibility actors, aiming at promoting transparency, coherence and best practice in corpo-
rate social responsibility practices?

- Promoting consensus on, and supporting, best practice approaches to evaluation

and verification of corporate social responsibility practices?

- and/or by which other means?

Companies and CSR

¢ \What is the role of corporate social responsibility in corporate business strategies?

e What are the driving forces for companies to assume their social responsibility?

What are the expectations behind such engagements? On which areas do these engagements
focus? What is the benefit for companies?

e What are the most important best-practice ways to implement and manage corporate social
responsibility? What best practice exists for SMEs?

e How best can we take forward the invitation to business in the Commission’s proposal for a
sustainable development strategy to publish a "triple bottom line" in their annual reports to
shareholders that measures their performance against economic, environmental and social
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criteria?

¢ \What are the best ways to build links between the social and environmental dimensions of
corporate social responsibility?

¢ \What are the best means to promote further knowledge about the business case for corporate
social responsibility and its value-added?

Main Actors and Stakeholders

e What are the best ways to establish and develop a process of structured dialogue between
companies and their various stakeholders on corporate social responsibility?

e What should be the respective roles of the main actors, i.e. companies, social partners, pub-
lic authorities, NGOs in promoting corporate social responsibility?

¢ How can the European Union promote greater application of corporate social responsibility
principles through its policies both within European and internationally, including its political
dialogue and partnership agreements, as well as its programmes, and its presence in interna-
tional fora?

Evaluation and Effectiveness

¢ \What are the best means to develop, evaluate and ensure the effectiveness and reliability of
corporate social responsibility instruments such as codes of conduct, social reporting and au-
diting, social and eco-labels, socially responsible

investing?

Actions to Support CSR

¢ What actions are most appropriate to promote and support the development of corporate
social responsibility? What levels (the firm, local, regional, sectoral, national, European and
international) are most appropriate to implement such actions?

Such actions could include:

— support for training and retraining, to ensure managers have the skills and competences nec-
essary to develop and promote corporate social responsibility;

— dissemination and exchange of information, in particular in relation to good corporate social
responsibility practice, standard setting, benchmarking and monitoring, accounting, auditing
and reporting;

— medium-term social policy analysis and research;

— analysis of the role of the legal framework.

93. As stated in the introduction, the main aim of this Green Paper is to raise awareness and
stimulate debate on new ways of promoting corporate social responsibility. At this stage the
Commission does not wish to pre-judge the outcome of that debate by making concrete pro-
posals for action. The Green Paper is being given a wide circulation and it is hoped that it will
be discussed at local and national level, as well as at European level...
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4. Organisational and legal forms of business units towards
privatisation and corporate social responsibility

4.1 Ownership

In past times Economists found that by knowing an organisation's primary system of produc-
tion, you could predict their structure: 1) Unit production/small batch, 2) Mass produc-
tion/large batch, 3) Continuous Production (e.g., chemical companies, oil refineries, electric
power plants). It has been seen that a natural selection of organisations takes place. Whose
structures are not fitted to the environment will not perform well and will fail. Most new or-
ganisations fail within the first few years. If the environment is stable, this selection process
will lead to most organisations being well-adapted to the environment, not because they all
changed themselves, but because those that were not well-adapted will have disappeared.
We tend to view organising a matter of decision-making: we decide to arrange the people,
jobs, and positions that we have available to meet management’s needs. But, there are real
constraints on the forms of organisation available to us. Hospitals tend not to be structured
like fast food restaurants, and banks are not organized like a manufacturing plant. The task -
or type of work to be done, the technology - the way we know how to do something -, and our
knowledge of what has worked and what does not work influence and limit our choice of or-
ganisational design. The classic theorists, Taylor, Fayol, and Weber contributed to the archi-
tectural perspective on organisations by focusing on their structural attributes like size and
span of control. For most of America’s and Europe’s business history firm’s produced a single
product for a local market.

The organisational structure to support this business strategy is the functional form. This sim-
ple form is organized around a division of labor into specialized functions (or departments)
that interrelate to create, deliver and manage a product. This form is often characterized as
organizing inputs for transformation into a single output. By the 1950’s nearly all of the di-
versified firms used the multi-divisional form (MDF). The MDF structure organized busi-
nesses under a corporate headquarters - with the board of directors and chief officers - that
functions as banker, strategist, and coordinator for multiple business units - sometime termed
“strategic business units”. In the business units functional activities, e.g. marketing, are orga-
nised as departments with division managers on top. This form is often characterized as orga-
nising by outputs or products. To retain direct control of each business unit’s functions - hu-
man resources, finance, and production -, the matrix form has been suggested by some theor-
ists and has been embraced by a few corporations.

Jan Porvaznik and Colleagues ([27], pp. 299-306) emphasize that according to the Roman
law the term "ownership™ includes "the right to keep a thing, to use it, to take and use its
fruits, and the right to dispose with it (ins possidendi, ins utendi, ins fruendi, ins dispodendi)”.
So ownership rights form part of the economical and legal characteristics of an organisation.
The best-known ways of the creation of ownership rights are: 1. Creation, 2. Purchase, 3.
Exchange, 4. Acquisition by prescription, 5. Donation, 6. Inheritance and 7. Privatisation.
Three forms of ownership can be differentiated: Private ownership, public ownership and
mixed ownership. Public ownership - by state, governments, regions or municipalities -
occurs in public organisations which operate in the social sphere, e.g. hospitals, schools,
social and cultural facilities, and in the economical area, e.g. transport companies,
communication companies, waterworks and waste water treatment plants.
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4.2 Privatisation and new forms of business

Privatisation is perceived firstly as the transfer of assets from public ownership to private
hands and secondly as the general reduction of governmental interference, or a combination
of both. Privatisation plays an important role, because in the last about 20 years in states of
western Europe likewise in countries of Central and Eastern Europe - especially after the
political change - a relevant shift has set in from public ownership to private ownership. So in
Germany postal services which traditionally have been in public hand® have been privatised
in the 90s to postal bank corporation, telekom corporation and postal mail corporation; in
Germany there is led a discussion now about a similar privatisation of German railway. In
German population apprehensions come up now that a privatisation of the railway may lead to
disregarded tracks like in Great Britain where some severe accidents have been traced back to
this fact, because after privatisation the cost-intensive track review has been minimized. The
other fear in Germany points to "outside areas" where private railway lines could be
abandoned. The state in most European countries is stimulated to the development of
production activities, mainly in network branches and the mining industry. In Germany hard
coal mining will be - although showing wide deficits every year - still subsidized up to the
2030s, because politicians and government fear the consequences of dismissals of thousands
of miners. So there are several reasons that can explain the existence of public ownership:
malfunction of the market (due to high competiton; in some states this phenomene is found in
agricultural economy and in dairy industry, where the milk price often is controlled and
subsidized), natural state monopoly (where no private corporation is able to produce with
significant savings in production costs; in Germany formerly an example has been the
electricity industry, but about 5 years ago it has been deregulated for international operation
corporations like EON or the French EDF, national tradition, electoral bases, which want
public interventions in some industries or areas, the crisis of certain branches (e.g. the
building industry in Germany, where the former chancellor Gerhard Schrdder in 2000
commanded a financial governmental support to the bankrupt Holzmann Corporation in order
to save workplaces) and finally nationalisation.

There are relevant reasons for governments to follow the power of privatisation
process: the low effectiveness of public companies, the wasting of production resources by
certain employees and management workers, the lack of state resources and with that the
financial decline and needs of state and public organizations, e.g. in Great Britain, where in
the 80s with the "Thatcher era" the collapse of public finances led to a withdrawing of the
state from social welfare tasks, to pauperization and subsequently to social riots), the failure
of state industrial projects and the possibility of fighting out certain markets. Peter Drucker
mentions, that pure change of ownership without adegate changes of other charcteristics is not
enough to the effectiveness of the non-effective course of work process. Now there occur non-
traditional ownership forms like fluctuating ownership in local and global networks,
ownership in communes, ownership of (religious) organisations and transnational ownership.
Global sourcing is recognised by Zeleny ([36], pp. 30-40) as the main driver of attaining
global competitiveness and sustainability. With it business and entrepreneurship have become
the main drivers of societal change and its dynamics. Zeleny posits that for mobility has
expanded from mere physical objects to ideas, information and knowledge; one can act
anywhere, so that networks are to be seen as the new frontiers of organisation and
management. An in fact dramatic change takes place from the stage of final-product
orientation (where the process is given and the final product is in the focus) over the stage of
process-operations orientation (where total quality management emerges) to a distributed-
process orientation (both customers and suppliers become global sources). As an effect of
distributed process and global sourcing, the outsourcing phenomenon - captured by Shih's
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"Smiling Curve" belonging to added value - manifests itself. Outsourced activities are
regarded to produce more stable networks. The new forms of business show themselves
particularly as mass customisation -"first sell, and then produce™ -, disintermediation -
"eliminate the middleman™ -, work at home, menu-based delivery and co-location - where
suppliers deliver functional parts -.

4.3 Initiatives of corporate social responsibility and non government organisations

The "failure™ of the states in traditional areas like social welfare was in the 70s up to the 80s
the "initial spark™ for a development like "corporate social responsibility” and the foundation
of thousands of non government organisations (NGO) and - often similarly used - non profit
organisations (NPO), which are trying to compensate the vacuum left behind by the retracting
states. Most of European countries have completed the development of independent civil
societies. All over the world non profit organisations (NPO) serve as important legal
organisations in civil societies. The main goal of these organisations is to advance a wide
range of socially beneficial activities in different spheres of public life: culture, education,
medicine, sports, recreation, ecology, environment protection, social security, support of the
poor, protection of human rights of individuals and legal entities, etc., briefly everywhere
where traditional state activity has weakened. The following legal forms of NPO have been
found among others [19]: charity, endowment, foundation, public association, public
organisation, social movement, public fund, public entity, association (union), professional
unions, funds (private, corporate, public (municipal)), non-commercial partnerships,
consumers’ cooperatives, religious groups.

4.4 Results

In the "wave" of global sourcing and upcoming network organisations both new unexpected
organisational and legal forms of business units such as menu-based deliveries or co-locations
and NGO/NPO such as charities and endowments, which might be seen as by-products of the
privatisation and outsourcing movement tend to equalize the disbalances by their corporate
social responsibility.
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5. Individual qualities of managers and their influence on
the performance of companies and institutions

5.1 Managers* effectiveness

Assuming that one of the major goals of any society is productivity, managerial effectivity is
defined by Farmer and Richman [6] as simply how well and efficiently the managers of an
enterprise accomplish enterprise objectives in a given environment. If the objective is
productivity, the efficiency is given by E = O/I, where E is efficiency, O is output and 1 is
input. While this concept is clear, Farmer and Richman realize that, in measuring the
efficiency of management, an analyst will encounter some difficulties in measuring inputs and
outputs. By a number of means - like measurements of return on net worth, return on assets or
competitivity in (export) markets - science and economy both try to overcome constraints.
Managers' "performance” is often interlinked today to the stock indexes of their enterprises.
Schafer ([28], p. 32) has the opinion that ethical, ecological and social criteria exist for the
corporate social responsibility of a company, which may be implemented in company life,
company production and in company output by all actions of their managers, and they have
direct or indirect economic consequences on the company value. The result may be shown by
the Dow Jones Sustainability index, an index of the Zurich rating agency SAM which
measures the financial performance of the internationally leading companies oriented to
sustainability performed by managers' arrangements. Although Schéfer's model may have
deficiencies and the link from manager activity to company success often may be of indirect
nature, it is widely undenied that companies’ success depends on the qualities of their
“steering-personnel”, the mangers. So what qualities are the most important for a manager to
be effective for his enterprise or public institutions'*? Below the most important ones are
listed:

5.1.1 Enthusiasm or power

As Dr. Imparato [15] sees, less-effective managers consider their power to get things done
severely limited, since they believe that real power resides with top management. They say,
"It doesn't pay to try to get things done until senior management gets its act together."” They
also believe that power comes from job titles and positions on organizational charts. Highly
effective managers distinguish formal authority and power. Although they recognize that top
management has more formal authority, they believe that power, like respect, is earned, not
given out. Since these managers™ views, anyone can have power as the ability to influence
people and get things done.

5.1.2 Personality qualities

In a perfect world, projects would be delivered on time, under budget and with no major
problems or obstacles to overcome. But we don't live in a perfect world — companies and their
projects have problems. When managers encounter a stressful event, they consider it
interesting, they feel they can influence the outcome and they see it as an opportunity.
Therefore successful managers - so called leader types - often show positive personality traits
like credibility, morality, integrity, and as for their behaviour, they are socially full of

initiative and show the “direct evaluation style” ([27], pp. 91,92), what primarily means that
they are decisive in actions and decisions, they like control and dislike inactivity. How Dr.

Imparato [15] found out, less-effective managers dislike change, and prefer predictability,
order and stability. Effective managers stand for their ideas and are tough, persistent, and

“in that sense public institutions and their managers follow the same rules of efficiency
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consistent in how they express those ideas. They’re also eager to enroll others in the same
point of view. They go to great length to avoid acting expediently or appearing opportunistic.
The basis for that elaborate form of managing should be somatic qualities ([27], p. 102) in
order to persist stress (e.g. to keep "cool under pressure™).

5.2 Results

Inaccurate role perception explains why so many managers can’t translate their knowledge
into higher job performance. And if they don't understand their role, managers won't be able
to accumulate the qualities and capacities they need to channel their motivation in the right
direction, to motivate others, and in the end their companies or institutions to the proper goals
like economic performance, efficiency and sustainability. To fulfill the higher aims of an
enterprise the managers need to understand their role not only in promoting the short term
company success but also, or even more, in promoting the long-term aims like corporate
social responsibility of their companies.
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6. The meaning of corporate social responsibility for brand
management, value management, public relation
management and risk management of enterprises

6.1 The meaning of corporate social responsibility for brand management
In the centre of all marketing activities stands the brand. The probably most significant
marketing performance of a company is to introduce and conserve significant brands to

save with it its future ([17], p. 689). Hence, in the company the upgrading of the brand

image should display the real upper destination of communication. Hand and Lev ([12],
p. 7) mark the brand as a widespread intangible asset in the consumer goods range which
value is determined by a combination of innovation and organisational structure. Brands
can be more valuable than factories and products, because buyers, market shares and profits
are tied to them. Brand products show a twice as high sales profitability than no-branded
products in the food range. The case of the firm Icon Brand Navigation shows that they
found the concept of brand credit to expresss the long-term changes of consumer
attitudes. While the brand picture only at short notice can be influenced by changes in the
brand appearance, the brand credit can be changed only in the long term. Long time
existing brands dispose of a distinctive brand credit, which results from personal and
mass-media contacts with the brand. In crowded marketplaces, companies strive for a
unique selling proposition which can separate them from the competition in the minds of
consumers. Corporate social responsibility can play a role in building customer loyalty based
on distinctive ethical values. Several major brands are built on ethical values. Business service

organisations can benefit too from building a reputation for integrity and best practice [26].

Figure 1: Brand credit-model (embedded image)

Brand Awareness
Advertising Pressure
Memorability
Singularity of Brand
Clarity of Picture
Appeal of Picture

short term

Brand Picture

-

* Brand Sympathy
* Brand Trust
* Brand Loyalty

long term

Source: Author's illustration to Esch, Franz-Rudolf, Strategy and practice of brand leader-
ship, 2004, Munich, Vahlen, ISBN-10: 3800632365 - ISBN-13: 978-3800632367

The brand credit contains e.g. market sympathy, market trust and market loyalty. The

meaning of a well upgraded brand credit becomes evident, above all, in crisis situations. Thus
neither the "Brent Spar"-affair could display a serious threat for Shell® in the long term, nor
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the "moose-test"-crisis of the brand Mercedes® had a lasting damaging effect. So brand
differentiation plays an important and a constantly growing role.

6.2 The meaning of corporate social responsibility for value management

The growing influence of intangible assets on the company value forces the companies to
a change in thinking: For customers will demand more and more trust and permanence in
future, a change of the pure brand management is necessary to the value management.
Values, like friendship, religion and family experience have a renaissance in the society.
The companies must face it. Mindemann justifies the necessity of a company culture also
with the fact that there is no space free of culture. "There is a culture in the social system
company always" ([24], p. 51).

6.3 The meaning of corporate social responsibility for public relation management

For public relation (PR) management the question of perception is principal. "Companies
do operate in a climate of opinion. To be successful and profitable, they must take into
account how they are perceived” [4]. The meaning of this perception dependence has
grown during last years.

The media system, understood as an observation system of the society, has increased in
many states and today controls in many societies the mechanisms of the public perception
and making something a subject of discussion, which is why modern societies are seen
increasingly as media and communication societies. Hence, a significant value driver of
the lasting PR success is the image. In the company practice it is recognised increasingly
that the economic success not only depends on the quality of the products, but also from
the company image and his social acceptance. A causality exists in both directions: Suc-
cess causes a good image, and a good image causes success. For the PR management the
stakeholder concept also is of big meaning. Who succeeds in making clear his central
competence to the most important stakeholders is recompensed for it from the markets.
Besides, the destination of the PR should be to win understanding and sympathy of wide
parts of the public. The important meaning of PR for the conversion of CSR shows itself also
in a narrow mutual connection of PR and CSR as a parameter for the economic trial. Every-
where where CSR disposes of a high recognition, PR also owns a bigger meaning. However,
another connection between PR and CSR also shows itself in the problems with the suc-
cessful measurement. Also the success of a communication policy is hardly to be forecast
ex ante and to associate ex post hard to a concrete communication policy, so that about
the success of CSR-referring PR general statements are not possible nowadays yet.

6.4 The meaning of corporate social responsibility for risk management

Managing risk is a central part of many corporate strategies. Reputations that take decades to
be built up can be ruined in hours through incidents such as corruption scandals or
environmental accidents. These events can also draw unwanted attention from regulators,
courts, governments and media. Building a genuine culture of 'doing the right thing' within a
corporation can offset these risks [20].

6.5 Results

In the company practice it is recognised increasingly that the economic success depends
not only on the quality of products, but also on the company image and social acceptance.
Causality exists in both directions: success causes a good image, and a good image
causes success. Significant value drivers of sustainable public relation success are the
image and with it the brand, especially the brand credit that means the invisible share of a
brand. And beside brand management and public relation management a third growing power
in the development of corporate social responsibility should be seen, the value management.
Values, like friendship, religion and family experience have a renaissance in the society.
Jung [16] subdivides the factors of production into elementary factors and optional factors.
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Here corporate social responsibility (CSR) could be integrated in future as follows:

Figure 2:  System of factors of production including CSR (embedded image)
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Control

The recognition of corporate social responsibility as a company factor of production dis-
plays the conclusion of the realisation process and the ripening process in the companies
and in the whole society. Corporate social responsibility is still a component of a learning
trial for all people involved in society, but companies are the units which can justify early
their existence authorisation with premature recognition and application of corporate so-
cial responsibility and therefore can ensure themselves also in sustainable effect of a
strong competitive position. Corporate social responsibility is - and will probably become
in future more and more - a central component in management and success-factor for
companies.
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7. The economically motivated approach to corporate
social responsibility

7.1 The meaning of sustainability in the economically motivated approach to corporate
social responsibility

Beyond government institutions voices from companies are being increasingly heard, which
point to the positive effect of corporate social responsibility (CSR) on companies. Orlitzky et
al. refer to the complexity of the positive leverage from CSR on the companies, here called
“corporate social performance” (CSP): ,,CSP increases managerial competences, contributes
to organizational knowledge about the firm’s market, social, political, technological, and other
environments, and thus enhances organizational efficiency, and helps the firm build a positive
reputation and goodwill with its external stakeholders” [25]. This thesis is not indisputable.
However, at last it displayes the only up to now recognisable possibility to start the
argumentation for appreciation value by CSR. The EU definition of CSR lists in two of five
dots of the sustainability concept. Furthermore, other concepts could be mentioned, like
industrial safety and reliability. Because these are of benefit at least for the companies
themselves, it s possible then to display them as a property value or an asset, so the concept of
immaterial asset or intangible asset should be examined in this meaning for economic value
added. The historical origin of the idea of sustainability lies in the Saxon forestry about 1700,
and so sustainability according to its origin can be attributed to economically motivated
approach; although later there have been also strong normative attempts for sustainability. In
Saxon forestry an extensive silver mining led during the time to a considerable wooden
consumption which was connected with an excessive deforestation of woods. Carlowitz
introduced the concept of sustainability in this connection for the first time. It is based on the
simple basic principle that in a certain period only so much wood may be hit as by new
plantations can grow again. Also Siemens recognised in 1884: ,, For instantaneous profit | do
not sell the future! ([7], p. 9). The best known and politically most important definition of
sustainable development was compiled by the UN commission for environment and
development which was appointed in 1983. Then the Brundtland Commission defined a
development as sustainable if it satisfies the needs of the present without risking that future
generations cannot satisfy their own needs. In the anglo-saxon literature the concept
“sustainable development” (SD) is also common. The Brundtland report of 1987 referred to
the problem fields of population and human resources, food, biodiversity, energy, industry,
urbane challenge, management of oceans, antarctic and space, military conflicts as well as of
the institutional and juridical change, however, with explicit rise of economic growth ([35],

p. 85). In 2002 sustainable development was manifested at the environmental summit in
Johannesburg as an example of responsible action. Simonis formulated on this basis a demand
for economic growth under social, economic, structural and ecological aspects ([35], p. 89).
With the background of the accentuation of economic success as a main business objective
sustainability means that economic growth and social prosperity should be associated with the
concurrent preservation of natural resources ([29], p. 32). PriceWaterhouseCoopers
developed for it a following diagram:
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Figure 3: Sustainable Business Value (embedded image)
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Source: PriceWaterhouseCoopers in Wijn, A., 2004, Sustainable Management,
Powerpoint presentation, http://www.sustainable-coffee.net

This picture illustrates that sustainable management expands the concept of company value
considerably and thereby directs the look at other leverage sizes. The so called triple bottom
line (or "TBL", "3BL", or "People, Planet, Profit") captures an expanded spectrum of values
and criteria for measuring organisational (and societal) success; economic, environmental and
social. With the ratification of the UN ICLEI TBL standard for urban and community
accounting in early 2007, this became the dominant approach to public sector full cost
accounting. In practical terms, triple bottom line accounting means expanding the traditional
reporting framework to take into account environmental and social performance in addition to
financial performance. The phrase was coined by John Elkington in 1994 [5a]. It was later
expanded and articulated in his 1998 book Cannibals with Forks: the Triple Bottom Line of

21 Century Business [5b]. Sustainability is increasingly seen as an integrative component of
enterprise action and it is understood wih it as a long term invested and optimised economic
value added . For performance considerations sustainability becomes more and more
interesting for capital markets.

7.2 The meaning of intangible assets in economically motivated approach

Immaterial assets - also intangible assets called, win increasingly in meaning. During the last
years a growing number of company purchases and amalgamations had an essential leverage
on the risen meaning of the topic of immaterial assets within the scope of financial reporting
of companies ([1], p. 125). Hand and Lev define intangible assets as: ,,...claims to future

benefits that do not have a physical or financial form" [12]. Obviously, immaterial assets
distinguish themselves by a higher profitability. The reason for it lies in three specific
characteristics which make a distinction between immaterial and material assets: 1) sinking
unit costs with increasing application up to the natural monopoly and constantly rising
benefit; 2) non-competition of consumption and non-competition of production. The asset
cannot be consumed and cannot be displaced by other assets. It follows from this fact that also
no depreciation takes place; 3) extremely low marginal costs close to zero: an already created
asset can be multiplied arbitrarily and nearly free of charge ([11], pp. 306f.). The fact is
noteworthy, on this occasion that apparently positive external effects can be found on the
production side as well as on the consumers’ side.

7.3 Corporate social responsibility as a value added factor

Many critics require proofs of increasing company value through corporate social
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responsibility. There is a theory of “"externalities" which implies the assumption that all
internal leverage on the company value which is released by a company transaction will be
reflected in monetary value of the transaction but not yet the external influences. These
"externalities” can be generated, e.g., by innovations, by attraction of other investments to
company location or by support and maintenance of immaterial assets like cooperation and
trust. Many indicators of corporate social responsibility are of qualitative nature and can
hardly be measured financially. Although a final proof of economic value added contribution
could not be supplied yet, a positive leverage of CSR on economic performance of companies
is supposed to work in many ways.

7.4 The development of a market with corporate social responsibility

The breakthrough of corporate social responsibility in Europe was released again - as with the
industrialisation at the end of the 18" century - by a crisis. Once more Great Britain was the
first country in which the social circulations became apparent. Moon sees the high
unemployment, the expiration of cities and social riots in Great Britain at the beginning of the
80-ies of the 20" century as a determining release for CSR debate in Europe ([23], pp. 51-
66). The changes concerned the society are defined by Habisch and Jonker as follows:
»o0ciety could be understood as in equilibrium between various institutions and
corresponding behavioural patterns” ([10], p. 3). The progressive globalisation limites the
possibilities of governments more and more and allows companies, on the other side, more
and more to access to more advantageous locations and outlet markets ([10], p. 167).
Sloterdijk sees in capital movement, hence, nothing lower than ,the driving force to all
modern emancipations” [32]. The origin of this market might be illustrated in following
picture:

Figure 4: Development of a market by corporate social responsibility (embedded image)
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7.5 Results

The growing inability of the state to provide social benefits affects capital market, which
makes it interesting for companies to offer these benefits. Therefore the market is originating
for corporate social responsibility. Because globalisation changes the balance between the
state and the market toward the disadvantage of the state, market demand for social benefits
or services, for example education, culture or security can increasingly be seen and the state is
withdrawing more and more from the supply side and leaving this aspect to the market. The
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companies operate together with other agents in the society including stakeholders in a
competition that is tremendously increased by globalisation. Only the company, which asserts
itself in it, can offer safe and interesting workplaces and an adequate payment of interest to
the sponsors, and expected benefits to the society. Companies can only profit from growing
moral legitimisation. The reaction of the nation states on their weakening exists again in their
interlinking under aid of global institutions like the EU, UNO or WTO.
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8. The role of large companies for economies and societies
In globalising Europe

8.1 Positioning of economic ethics to company ethics

Sustainable economic management means that equally with economic purpose justice also
criteria of people justice and ecological justice are taken into account, whereby however for
all three concepts uniform concepts and theoretical justifications are certainly not present. At
the level of the Community there is a number of explanations and regulations, which
constitute a basic order for the promotion of the three columns of sustainability. Despite the
Community discussion nearly all member countries also set national steps in this topic and
produced partly national directives, which take into account the differences in the corporation
law, in particular in the arrangement of the highest steering organs as one- or two-body
systems or as mixture systems with option. The justification of a Corporate Social
Responsibility by companies feeds itself from three categories of arguments: A first category
refers to the position of companies as a citizen, in the sense of “Citoyen”, a term used in the
French revolution . As citizens companies have rights, essentially such, which protect against
encroachments of the state. In the public discourse however increasingly duties are confronted
to these rights. Excellent special duties belong to large enterprises as quasi-public institutions,
because their decisions have partly drastic consequences for the living conditions of selected
stakeholders. A second category bases on the globalisation process and a reversal of a
demand-oriented into a supply-oriented economic policy. Large concerns as well as
particularly the actors on the international financial markets won power and independence in a
way towards national policy, which turns the tables: Locations compete for the attraction of
investments, rating agencies and analysts decide on the costs of the national debt. Location
decisions of companies affect the development chances of populations of whole regions over
multiplier effects, above all however over technology transfers. A third category, directly
interlaced with the second category, refers to the failure of politics and to a factual retreat of
many states from socio-political responsibility and the supply along up to now as publicly
regarded goods. Since one - if possible - should not let escalate social and ecological conflicts,
because otherwise the collapse of the productive systems threatens, someone must fill the left
vacuum by politics. One does not want to debate any more the right relationship of market
and state, but to replace the state altogether by market forces. This attitude is brought on a
point to in the slogan "Governance instead of Government”. It is justified with a (allegedly)
longer decision horizon of economic leaders towards state leaders and particularly with a
professionalism of the first mentioned.

Modern, highly differentiated societies are characterised according to Luhmann by the fact
that they process problems in specialised subsystems highly efficiently, evenly because each
subsystem has to take into account only one guidance difference with its decisions: In this
sense research asks for truth, but not for practicability, technology asks for workability, but
not for justification, policy asks for voter effect and economics just after profitability [21].
This position meets with Friedman’s famous article from 1970: "The only social

responsibility of business is to increase its profits” [8]. The Corporate Governance debate in
the USA argues even sharper: Charitable projects, which are undertaken by agents without
order of the owners, were theft and hidden expropriation, since they would contradict the
order to find and implement projects with maximum capital return flow. Despite this sharp
positioning the representatives of a restriction to the logic of economics do not take
themselves as explicitly unethical. In their argumentation social objectives are to be
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understood as a task of policy and should be embodied in basic framework of it. They attach
thereby at the moral philosopher Adam Smith, who was likewise starting in his theory from
an institutional framework within the invisible hand of the market then develops its

benediction effect [33]. Bloome-Drees and Homann [13] also represented this position,
which can be found in concepts of social market economy or eco-social market economy
again. It has to be recognised that the reality of economic decisions exceeds the borders of

clear calculations [2]. The up-to date defined economic success bases for such calculations
are only insufficiently reflected. Luhmann points out in his theory that the high efficiency of
one-sided specialisation goes hand in hand with the price of negative external effects, of

conflicts and communication problems and a sub optimal overall system rationality [30].
Proponents of company ethic start here in accordance with the idea of corporate social
responsibility: On one hand, say the representatives of the “Erlangen School”, the function of
management and the agency for ordering capital owners implies that there would be an
estimating in decision making. As suggested, only closed theoretical models with strict,
unrealistic premises lead to clear results, but in practice we have to deal with uncertainties.
From this perspective even Homann calls for an assumption of responsibility taken by
company leaders [14]. However he sticks to rational-choice approaches: Deciders in
companies - contrary to politicians dependent on voting cycles - would have a long-term
decision horizon and they would clearly recognize that they might not see off themselves the
branches, on which they sit. Therefore it would lie in the interest of company leaders to
preserve the environment and not to let increasing social gaps too much and to ensure cross-
cultural peace. This - quite provoking - position is found both in the Enzyclica "Centesimus
Annus”, in 1991 of the former Pope John Paul Il as well as in the "Global Compact™ of the
former general secretary of UN Kofi Annan. Anyhow this position has been taken up by many
corporation managements.

8.2 Corporate social responsibility and other concepts

A good part of the academic debate around corporate social responsibility circles around a
model, which was developed by Carroll [3] in 1979 and was partly contradictory represented
in the course of different publications: It works with distinctions of fields, which construct
one on the other and suggest thus a gradual cover. At the same time the model, which has
been displayed as a pyramid, should - with Carroll - be understood integrationally and can be
defined only in its entirety by corporate social responsibility.

The basis of any social contribution is as with Friedman - who postulated in his famous article
in the year 1970: "The only social responsibility of business is to increase its profit" - the eco-
nomic profitability. This is regarded obviously - and counterfactual - as social and ecologi-
cally neutral. In the next field it concerns the observance of the law. Carroll seems here to go
out from an independence of the legislator from lobby on the one hand and from a clarity free
of interpretation as well as a complete implementation of the law on the other hand. All these
three assumptions could be questioned, what impairs the attractiveness of the apparently sim-
ple and clear model somewhat. In the third field Carroll settles that behaviour, which is ex-
pected by society in the - each time - dominant moral concept. Examples would be many
measures of modern human resource management, which enable the compatibility of occupa-
tion and private lives for the employees and the increase of their value on the job market. Af-
ter World War 11 job security and the creation of occupation could have been counted into this
category, at the end of the 20" century the expectations of the society have shifted towards a
relevant contribution to employment abilities. In the ethical discourse a position of relativity
of values come up, which is - as a statistical majority - essentially expressed by conclusive
behaviour on markets. Therefore social responsibility can also be formulated as business case
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and vis-a-vis objections of the financial source can be argued: Social responsibility counts
herself over turnover and margin increases or cost reductions by more loyal employees. The
literature of Corporate Social Responsibility refers in about 80% to this characteristic, rarely
explicit, usually this can be concluded however from the texts. As a fourth stage Carroll in-
tends philanthropic contributions. Here he does not speak any more of responsibility, but re-
fers to a strong tradition in the USA of private and private sector well-being activity, which is
promoted also for taxation and fills gaps of responsibility, which could not occur in that way
in the European model.

Figure 5: A three dimensional model of corporate social performance (embedded image)
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Source: Carroll, A.B., A three dimensional model of corporate social performance, in Aca-
demiy of Management Review, 497-505, displayed by Crane, A., Matten, D. (2004/2006):
Business Ethics: Managing Corporate Citizenship and Sustainability in the Age of Globaliza-
tion, Oxford University Press ISBN 0199284997 — ISBN-13 9780199284993, Oxford, p.43.

8.3 Results

So, what will be the outlines of the practice of corporate social responsibility? As a
consequence of separating property and management, and as a consequence of increasing
complexity by growth along the dimensions product, functional and market variety, concerns
or requests are not left any more to the experience practice of action carriers, but they are
professionalised. Also thinking about corporate social responsibility experienced in the last
years in countries of the European Union make a version in such a way that goals are
clarified, processes are defined and responsible people are determined, as well as an account
is given in a report system. There are initiatives of employer and employee federations, also
new lines of cooperation between companies and NGO develop. In this process outlines of
different positions sharpen themselves and tensions as well as concrete questions of the
organisation come up. Essentially the position represented by employer or management can

be described as follows ([22], pp. 331-352): First of all, activities, according to an individual
term of responsibility, all actions of companies should remain voluntary and may not be

48



legally or contractually narrowed in order that they don’t impair the flexibility of companies
to react to cyclical and structural changes. Secondly, the win-win character of corporate social
responsibility is emphasized, whereby probably a concretisation as cultural and social
sponsoring is implicitly meant. Ethic is seen as a business case, the value responsibility
thereby is put stronger on the demand side than on the (allegedly only reacting) supply side.
The companies will turn out to do a lot of goods, speak about it and earn thus to it. Thirdly,
the creation of transparency is probably affirmed, the type of reporting and examination
should however not be standardised but be left to the estimating of the responsible actors.
Fourth, no responsibility for non-intended consequences of collectively interlinking economic
action during the globalisation process is accepted, but it will rathe be referred to very
concrete projects in the local or regional environment. E.g. Daimler corporation®® finances a
rain forest project and starts an anti-AIDS campaign and a treatment programme in South
Africa from personnel-economic considerations, but it is however not willing and probably
not able to take over responsibility of the problem of the climate change or the destruction of
living conditions for native populations, although this company with its economic style and its
remarkable influence on (inter-) national sets of regulations may be weaving along those
interlaced samples, which bring out the mentioned problems. From an interlaced perspective
it therefore can hardly surprise that NGOs, trade unions and representatives of native groups
represent rather the positions as following: Beside the local perspective employee positions

emphasise participating in global samples in the sense of the structure theory of Giddens [9].
Representatives of a dualism between economic and socio-ecological goals accuse those
people who are emphasizing complementarity that they would set only illusory activities
respectively would perform only a marginal repair work to social and ecological damages, in
whose emergence economic logic substantially takes part. In reverse, representatives of the
economic system are afraid of companies to be so far limited through regulations which are
motivated by individual cases that they have to start in global competition with a serious
handicap. Both positions can state good reasons, which derive frequently from border lines.
Between them a negotiation terrain lays, which is to be explored in the discourse. In the area
of overlapping real economic creation of value with social and ecological goals detail
problems of the degree to commitment, transparency and control might be be quite solved.
European companies could win thereby attraction towards customers and employees and
could gain a model effect in other marketing areas, if the European model proves to be
internationally competitive in the system- and idea-contest.

1° http://www.daimler.com
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9. Reasons and developments for the takeover of Corpo-
rate Social Responsibility by companies in Germany

Introduction

Germany applies in 2001 above a surface of 357,020 sq. kms, the population around catches
82,330,000 million people (2000: 82,260,000). Of it 40,326,000 persons (49.1%) were gain-
fully employed in 2000. In 2001 there were 2.4% of the employed persons in the agriculture,
forestry and fishery, 22.0 % in the producing trade without the building trade, 6.7 % in the
building trade, 25.4 % in trade, guest's trade and traffic, 15.2% in the area of financing, rent-
ing and services for companies and 28.3% in the sector of public and private service providers
(cf. "Germany in figures" in 2002). While trying to explain how many of these persons have
been employed in small and middle companies or to define the boundary between them and
large companies in Germany one pushes fast to his borders, because there are not enough ac-
tual statistical facts offered from the Statistical Federal Office’®. Merely on data delivered by
the Institute Of Middle Class Research'’ in Bonn which refers again to the Statistics of Value
Added Tax (VAT) can be fallen back sensibly. At first the term small and middle companies
in Germany must be quantitatively defined. After the Institute Of Middle Class Research
companies are small, if they have up to 9 employees and dispose an annual turnover below Y2
million €, middle companies dispose of 10-499 employees and have a turnover of from % to
50 millions €. Large companies have 500 and more employees and a turnover of more than 50
millions €. So in Germany small and middle companies are differently defined in her size than
in the European discussion (up to 249 employees). After the Institute Of Middle Class Re-
search in 1999 there were 3.2 millions small and middle companies with about 20 millions
employees. This is 99.3% of all companies that gain 44.8% of the overall turnover of all. 69,
3% of the employees work in a small or middle enterprise (cf. Hauser in 2000). Out of this the
meaning of the small and middle companies becomes clear for Germany, also which big
number of enterprises and employees and which potential is neglected if the subject Corporate
social responsibility of the companies remains limited only on large companies. With the
initiative New Quality of Work already one of the - federal - German measures and
developments should be mentioned which have an effect on the behaviour of the companies
belonging to corporate social responsibility. The initiation and advancement of social debates
to the future of the work itself referring to the professional life of tomorrow has direct
influence on the behaviour of companies. Other German discussions, initiatives among other
things which demand the confrontation with the social responsible abilities of companies are,

e.g.:

1. Initiative new social market economy™®

The initiative new social market economy is a union of a number of persons from economy,
science, culture, policy (e.g., Randolf Rodenstock, Wolfgang Clement, Arnd Oetker, Lothar
Spath). The initiative is based on the thought that the well-proofed ordinal system of the so-
cial market economy must be adapted to the sphere terms of the 21-st century: to the global
competition, to the challenge of the information society and service society, to the changes in
the working-process and to the demographic change which has lasting consequences on our
pension system and social system. It is ascertained, that in the German population the econo-

16in German: "Statistisches Bundesamt"
17 in German: "Institut fir Mittelstandsforschung"
18 in German: Initiative Neue Marktwirtschaft
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my and social system has lost approval. According to an Allensbach survey in whole Germa-
ny only 43 percent of all interviewees have a good opinion of the social market economy.
Only 41 percent feel the social market economy as human, only 43 percent as a juste system.
Above all more and more people meet the companies with mistrust. Also with the necessary
reforms from the start a social clearing and workplace losses become linked. For the neces-
sary reforms of the economic system in Germany a social climate change is reminded. The
initiative new social market economy wants to clear up, how our economic system functions
and wants also set an impulse for a wide social debate how we can meet the challenges of our
time. Besides, new economy politics means: “Less is more" - the state should limit itself to his
central competences and guarantee a free and fair competition. Less bureaucracy, shorter ap-
proval terms and extensive discharges with taxes and deliveries create free rooms for the initi-
ative of citizens and companies.

2. The German Parliament — Enquiry Committee of citizen engagement®
The Enquiry Committee would like to stimulate the public debate around the engagement of
citizens and companies also in Germany and promote new initiatives in this area. By the glo-
balisation of the economic relations and the spreading of new information technologies and
communication technologies a basic change takes place in the enonomy. Before the back-
ground of this process of change new forms of democratic self control and an expansion of
the potentials in the citizens’ society are needed. Besides, a new role also comes to the eco-
nomic enterprises and companies. On account of theirs financial, but also organisational and
informational competence enterprises can take a mobilising and supporting function. They
can create basic conditions to promote the engagement of their employees and can open pos-
sibilities to ease the crossings between dependant work and citizen engagement.
For new formats of citizen engagements can be created, it requires the cooperation of very
different actors: companies, trade unions, charitable organisations as well as engaged citizens
and female citizens. And suitable sociopolitical measures and juridical reorganisations also
(e.g., in the labor legislation, in the tax right) are not least necessary to improve the conditions
on the engagement of citizens and companies.
The thesis, that single-economic purpose rationality and social well being stand together in
unconditional harmony, counts as disproved by some intense unsolved social and ecological
problems such as

unemployment,

intensifying social dissimilarities in the industrial nations,

poverty and missing developing perspectives in many developing countries,

global environmental problems,

the not yet estimate able results of modern technologies (atomical and biological technol-

ogies plus genetic engineering)

There can clearly be recognised, that in Germany like in most of European countries the cor-
porate social responsibility becomes more and more an important factor for the companies. It
may be previewed (but this is still waiting in my thesis to be proved!) that a long-term suc-
cessful existence for companies - especially for those of big size in personal and turnover -
will depend on effective and lasting efforts in fulfilling their social responsibility.

9'in German: Deutscher Bundestag — Enquete-Kommission des biirgerschaftlichen Engagements
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General understanding of Corporate social responsibility in
Germany

After in Germany it cannot be referred to relevant scientific literature belonging to the subject
corporate social responsibility, the understanding can be made clear by statements of differ-
ent representatives of enterprises to this topic. In the same way the German understanding of
corporate social responsibility becomes clearly by statements of representatives or unions of
enterprises to the European debate, more exactly to the "Green Book: European conditions for
the social responsibility of the enterprises ".

According to definitions from the German literature corporate social responsibility is called,
e.g.:

" The enterprise is obligated towards the society, i.e. towards all human beings to do every-
thing in its power to promote actively and by right action the idea of a sensibly human life
(G6bel in 1992, p. 61)." or

,» 1 he social responsibility of the enterprise must be realized by four different partial responsi-
bilities. These enclose beside an economic and legal responsibility, an ethical responsibility as
well as a voluntary responsibility going

outit™ (Dyllick in 1992, p. 95).

More definitions in German from in practice standing enterpriser make especially clear, how
corporate social responsibility in the everyday action is understood and carried out by the re-
ally given basic conditions:

Dr. Raimund Medrisch, BMW Group, Munich:

"corporate social responsibility is the "sum of all responsibility of an enterprise, if it is up now
to political, social or ecological area. The thought the one of giving and taking. The society
creates many conditions, with help enterprises to take part in economy, therefore something
gets back to the society." (cf. echo - the communication research group in 2001, p. 43)

Dr. Stefan Lutgens, Kraft Foods Germany, Bremen:

"Corporate social responsibility has to do with the responsibility of enterprises for social in-
terests. Besides, it is also directed inwards, also concerns regulations like part-time work etc.
[...] It also concerns the way to define values of own behaviour, so the ethical aspect will be
added " (cf. echo the communication research group in 2001, p. 47).

Dr. Elisabeth Altekdster, Volkswagen AG, Brussels:

,, Corporate social responsibility is the answer to the question, what the enterprise sector

is able to contribute for the solution of social problems after the legal obligation.

But not in terms of altruism or social sponsoring, but in the linking of economic self-interest
and social use. " (echo - the communication research group in 2001, p. 47).

On account of the European debate to the corporate social responsibility it is to the definition
in the European Green Paper to become important. The relevance of the green book for Ger-
many becomes clear by his attention and by the statements from German representatives of
companies and representations. In the Green Paper corporate social responsibility is defined
as a draft ,, for the companies to serve as a foundation to integrate on voluntary base social
interests and enviromental concerns in their enterprise activity and in the interrelations with
the stakeholders. To act in a socially responsible way does not only mean to keep the legal
regulations but means - after legal conformity - to invest ,more ' in human capital, in the
environment and in the relations with other stakeholders.” (European committee, central
management employment and social in 2001, p. 7).
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This definition and this understanding stands so far in no contrast to the understanding of cor-
porate social responsibility in Germany.

Internal and external dimension of Social Responsibility

The last called statement to the social responsibility in companies implies: there is an internal
and external dimension of social responsibility, this already answers basically the question
with which social responsibility should be shown:

The internal dimension of social responsibility in companies is directed inwards in the com-
pany and concerns, primarily, the employees. Here it is about questions like investments in
human capital, industrial safety and management of the change (e.g., contact with fears of the
employees by restructuring or efforts to avoid company closing) and environment-conscious
actions in dealing with natural resources used in the production.

The external dimension of the social responsibility in companies stretches beyond the "work
gate", refers to the local communities and covers beside the employees and the stockholders a
huge number of other stakeholders like business partner and suppliers, customers, authorities,
local communities and environment protection organisations. Besides, the external dimension
does not stop on the national and European borders (cf. European committee, central man-
agement employment and social in 2001, p. 9 and 12). Just with the external dimension
another concept also becomes within the scope of corporate social responsibility. It appealed
in Germany only approx. for 3 years increasingly also picks out as a central theme and is
called corporate citizenship. Corporate citizenship describes the role of the companies as ,citi-
zens' in the community whose engagement strategically is integrated in the enterprise devel-
opment (Damm / Long in 2001, p. 19), or also:

[corporate citizenship] “is the attempt, to tie together a company in various matters with the
community in which it is active. This company should be involved like a good citizen in the
community, it should be a good Corporate Citizen (citizen)." (Westebbe in 1995, p. 13).

The concept corporate citizenship is used partly synonymous to the concept of corporate so-
cial responsibility nevertheless, it is - especially in Germany - of younger date and represents
other developments: CC points out more the engagement from the civil status of the enterprise
(with rights and duties). A differentiation of the concepts becomes partially in this respect that
Corporate social responsibility is looked as the higher, European idea, with worldwide claim
and worldwide responsibility while CC refers more on local economical activity. Another
concept that shows nearness to social responsibility and intensified the debate about Corpo-
rate social responsibility is the idea of sustainability or sustainable management.

Besides the connection between Corporate social responsibility and lastingness is differently
laid out. On the one hand, Corporate social responsibility is connected especially with the
social dimension of the magic triangle (the social, ecology,

economy):

Reinhold Kopp, general representative and leader government-relations of the VVolkswagen
AG:

»For us Corporate social responsibility is in such a way

a little bit like the specification of the lastingness in the social area.

We see ourselves embedded in this magic triangle from economic

responsibility, ecological responsibility and social responsibility.

We have to integrate these three purposes and to position them
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mutually in a stable system.” (action common sense®® inc. in 2002, p.28)

On the other hand, above all, the dimensions ecology and social are connected with corporate
social responsibility. These dimensions are also picked out as a central theme in the Green
Book, above all, belonging to corporate social responsibility. Besides, for Germany can be
ascertained that environment protection and nature conservation are the farthest and most in-
tensive developed dimensions of corporate social responsibility while the dimension of the
social up to now still is to be looked as “stepchild” (cf. European Commission in 2002, p. 12;
Gray in 1999, p. 11 and 45).

Figure 6: Corporate Social Responsibility (author’s illustration)

KN
N A
o
$ KX
& . Corporate Social
> Responsibility
Ecology
Ecology

At other place corporate social responsibility is equated with sustainability:

,Corporate social responsibility and business social responsibility

stress worldwide responsibility from companies as a part of the world society.
The claim is international and very far formulated. He encloses economic action
from the beginning of the production (in the different production locations) up to
consumption (guarantee of imposed standards towards the customers).

Corporate social responsibility refers to the areas of environment and fair

trade as well as to the observance of social standards, in particular also in the
countries of the so-called Third World.” The draught of Corporate social
Responsibility is based on the image of a lasting development.”

(Mutz among other authors in 2001, p. 16)

Corporate social responsibility can be understood as a contribution of the economy or the en-

terprises for the lasting development. (cf. European Commission in 2002, p. 12).

The problematic and partly contradictory definition of Corporate social responsibility, corpo-
rate citizenship and similar concepts complicates a general-valid definition of corporate social
responsibility for Germany. The importance of each dimension (economy, ecology or the so-

cial) turn out from the specific needs of the concrete company.

% in German: Aktion Gemeinsinn e.V.
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10. Debate of Corporate Social Responsibility in
Germany

The external dimension of corporate social responsibility is discussed in Germany primarily
under the headline of corporate citizenship. The activities of corporate citizenship belong
mainly to the (for German relatively new) area of corporate volunteering, this means the citi-
zen like engagement of the employees and female employees that is supported on the part of
the companies. Corporate citizenship also is identified as corporate giving, which is wide-
spread in Germany and encloses donations and sponsoring. For Germany corporate citizen-
ship is a relatively young concept intensely discussed for approx. 6 years. Measures in this
context are, above all, realized in the area of culture, youth, education and the social in the
narrower sense. Efforts in the area of the internal dimension of corporate social responsibility
become clearly in Germany, e.g., by the only recently agreed initiative ,,INQW - Initiative
New Quality of Work"?*. The federal republic, countries, social security partners, social part-
ners and companies agreed in the realization of this initiative. Within the scope of the initia-
tive New Quality of Work cooperative projects with positive terms of employment conducive
to personality and conducive to health are connected with the necessity of competitive
workplaces. That means: the demand of working contents, professional education and contin-
uing education, health protection, a creation appropriate for human needs in professional life,
more flexibility in the organisation of the working process and a stronger consideration of
familiar interests. Health, qualification, motivation, creativity and innovation ability are the
key requirements which companies and the national economy need as a whole to be able to
exist in future in the global competition. The initiative New Quality of Work will enclose
three strategical spheres of activity in Germany in the first step: At the first step a wide social
debate should be initiated to the future of the work with the purpose, to sharpen the public
consciousness for the creation wishes and needs of the professional life from tomorrow. As a
second step in well-chosen branches common draughts will be developed and put into action
by the cooperation partners in order to develop common concepts for the improvement of the
working process in own responsibility. In a third step practice examples are created and ac-
cumulated for suitable spheres of activity to the creation of the work. These examples should
be made available for companies (action common sense? inc. in 2002, p. 28).

Lin German: +INQA - Initiative Neue Qualitat der Arbeit"
*Zin German: Aktion Gemeinsinn e.V.
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11. Corporate Social Responsibility and firm performance

General implications

With Mackay, Mackay, Barney debates continue to rage about whether or not firms should
engage in socially responsible behavior. On the one hand, traditional economic arguments
suggest that managers should make decisions that maximize the wealth of their firm’s equity
holders. Managers do this by making decisions that maximize the present value of the firm’s
future cash flows. To the extent that socially responsible activities are inconsistent with these
economic objectives, traditional financial logic suggests that they should be avoided. Indeed,
firms that engage in such activities - especially when they are very costly - may be subject to
various forms of market discipline, including limited access to low-cost capital, the replace-
ment of senior managers, and takeovers. On the other hand, some business and society schol-
ars have argued that firms have a duty to society that goes well beyond simply maximizing
the wealth of equity holders. These scholars argue that such a narrow focus can lead manage-
ment to ignore other important stakeholders - including employees, suppliers, customers, and
society at large - and that sometimes the interests of these other stakeholders should supersede
the interests of a firm’s equity holders in managerial decision making, even if this reduces the
present value of the firm’s cash flows. One way to resolve this conflict is to observe that at
least some forms of socially responsible behavior may actually improve the present value of a
firm’s future cash flows and, thus, may be consistent with the wealth-maximizing interests of
the firm’s equity holders. For example, socially responsible behavior can enable a firm to dif-
ferentiate its products in its product market, can enable a firm to avoid costly government-
imposed fines, and can act to reduce a firm’s exposure to risk. All of these socially responsi-
ble actions can increase the present value of a firm’s future cash flows and are therefore con-
sistent with maximizing the wealth of the firm’s equity holders. However, from a broader
theoretical perspective, the entire effort to discover how socially responsible activities can
increase the present value of a firm’s future cash flows is problematic. After all, the essential
point of many business and society scholars is that the interests of a firm’s equity holders
sometimes need to be set aside in favor of the interests of the firm’s other stakeholders. That
is, according to social responsibility theorists, firms should sometimes engage in activities
that benefit employees, suppliers, customers, and society at large, even if those activities re-
duce the present value of the cash flows generated by the firm. Focusing the study of corpo-
rate social responsibility on those actions that increase the present value of a firm’s cash flows
fails to address this central theme in the corporate social responsibility literature. In this con-
text, not just examples of socially responsible actions that can have a positive impact on a
firm’s cash flows - so-called profit-maximizing “ethics” - are required but, rather, a theory
that suggests the conditions under which firms will engage in socially responsible activities,
even if those activities reduce the present value of a firm’s cash flows - so-called costly phi-
lanthropy. In this paper we propose such a theory. This theory builds on the simple observa-
tion that equity holders may sometimes have interests besides simply maximizing their wealth
when they make their investment decisions. Sometimes, they may want the firms they invest
in to pursue socially responsible activities, even if these activities reduce the present value of
the cash flows generated by these firms.

Assumptions and Definitions

Before developing the model, it is helpful to define its key terms and specify its central as-
sumptions. It may be noted that much of the current confusion in the Corporate Social Re-
sponsibility Literature is due to a lack of clarity about definitions and assumptions.
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What Is Socially Responsible Behavior?

A wide variety of definitions of Corporate Social Responsibility have been proposed in the
literature. While these definitions vary in detail, many focus on voluntary firm actions de-
signed to improve social or environmental conditions. This is the definition of corporate so-
cial responsibility we adopt here. Of course, within this broader definition, different stake-
holders may have different preferences for specific socially responsible activities they would
like to see their firm invest in. Moreover, these preferences may vary as the currency of social
issues evolves over time. However, as long as a firm’s actions are consistent with this general
definition of social responsibility - that is, as long as they are voluntary and designed to im-
prove social or environmental conditions—they are considered socially responsible for the
purposes of the model developed here. The specific decision-making context modelled here
focuses on determining the total demand for investment opportunities in firms engaging in
specific socially responsible activities; the current supply of those opportunities in the market;
and whether current supply is less than, equal to, or greater than demand. In this sense, the
opportunity to invest in a firm that is engaging in specific socially responsible activities can
be thought of as a “product” that is sold by firms to potential equity investors as “customers.”
Of course, equity holders as “customers” for opportunities to invest in socially responsible
firms may vary in the kinds of corporate social responsible activities they would.

What Is Firm Performance?

A wide variety of definitions of firm performance have also been proposed in the literature.
Both accounting and market definitions have been used to study the relationship between cor-
porate social responsibility and firm performance. However, since most social responsibility
scholars seek to understand the ways that socially responsible corporate activities can create
or destroy shareholder wealth, market definitions of firm performance seem likely to be more
appropriate than accounting definitions of firm performance in this context. In fact, in the
model developed here, we adopt such a market definition of firm performance by focusing on
how socially responsible corporate activities affect a firm’s market value. Market value is
defined as the price of a firm’s equity multiplied by the number of its shares outstanding.
Thus, our model addresses the following question: Supposing managers seek to maximize the
market value of their firm in their decision making, will they ever choose to invest in socially
responsible activities that reduce the present value of their firm’s cash flows? Of course, there
IS some controversy about the assumption that managers seek to maximize the market value
of their firms in their decision making. Some have suggested that under conditions of uncer-
tainty and imperfect information, managers cannot know, ex ante, how to maximize the mar-
ket value of their firm. Others have suggested that managerial interests are often inconsistent
with maximizing the value of a firm. However, some of these same authors argue that manag-
ers who fail to maximize the market value of their firm, ex post, may be subject to a variety of
market sanctions, and, thus, the assumption that managers seek to maximize the value of their
firm is a useful approximation. For our purposes here, whether or not managers can or do seek
to maximize the value of their firm in their decision making is less important. Rather, we con-
duct a simple “thought experiment”: since corporate social responsibility scholars have been
interested in understanding the economic consequences for a firm implementing socially re-
sponsible activities, we develop a model where managers are assumed to focus on maximiz-
ing the market value of their firm, and we examine the impact of socially responsible activi-
ties on this market value. In this sense, the assumption that managers seek to maximize the
market value of their firm in their decision making provides a standard against which to
evaluate the economic consequences of engaging in socially responsible activities that reduce
the present value of a firm’s cash flows. Yet while we examine the market value conse-
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quences of firms’ pursuit of socially responsible activities that reduce the present value of
their cash flows, we do not assume that maximizing the present value of a firm’s cash flows
and maximizing a firm’s market value are equivalent. Such an assumption is only justifiable if
all of a firm’s current and potential equity holders are solely interested in maximizing their
wealth in making their investment decisions. If, however, at least some of these investors have
interests besides simply maximizing their wealth in making investment decisions, then
“maximizing the present value of a firm’s cash flows” and “maximizing firm value” are no
longer equivalent concepts.

Market Efficiency Assumptions

The model presented here also assumes that capital markets are semi-strong efficient. This
means that publicly available information about the perceived value of a firm’s assets will, on
average, be reflected in the market price of those assets. Semi-strong efficiency, in particular,
implies that if firms engage in specific socially responsible activities in a public way, current
and potential equity holders will be aware of both the nature of these activities and their im-
pact on the present value of a firm’s future cash flows and will, on average, prefer to invest in.
The model developed here adopts the simplifying assumption that these equity investors all
have a preference for investing in firms pursuing a particular socially responsible activity-
although this specific activity is not important in the model. Without loss of generality, this
preference can also be interpreted as a preference for a particular bundle of socially responsi-
ble activities. This simplifying assumption is relaxed in the model extensions section of the
paper. Mackey, Mackey, and Barney adjust their valuation of a firm’s equities accordingly.
There is substantial evidence that U.S. capital markets are, overall, semi-strong efficient. This
does not mean that the value of a firm’s equity always equals the true underlying value of the
firm; certainly, there is a great deal of private information about the value of those assets and
investor decisions are often systematically nonrational and affected by emotions. However,
semi-strong efficiency does suggest that whatever public information exists about the value of
a firm’s assets is, on average, likely to be reflected in the price of those assets. In this context
semi-strong efficiency suggests that when a firm publicly pursues socially responsible activi-
ties that reduce the present value of its cash flows, current and potential investors will factor
these actions and their consequences into decisions about whether or not to buy or sell this
firm’s stock.

Socially Responsible Activities and Firm Cash Flows

Finally, while acknowledging that some socially responsible activities can sometimes have a
positive impact on the present value of afirm’s cash flows , our model examines the conse-
guences of only those socially responsible activities that reduce the present value of a firm’s
cash flows. In this way the model focuses on a central theoretical issue raised by those who
study corporate social responsibility that managers should sometimes abandon efforts to
maximize the present value of their firm’s future cash flows in favor of socially responsible
activities that reduce the value of those cash flows. Obviously, identifying socially responsi-
ble activities that increase the present value of a firm’s cash flows is interesting in its own
right. However, no new theory is required to explain why firms will pursue such activities,
once identified. Such actions are consistent with received economic and financial theories of
firm behavior. But new theory is required to explain why firms might pursue socially respon-
sible actions that reduce the present value of their cash flows. Focusing the model only on
these situations helps develop this critical aspect of the theory of corporate social responsibil-

ity.
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Mackey, Mackey and Barney’s model

In this section they present a simple model of the supply of and demand for opportunities to
invest in socially responsible firms. They use this model to describe the impact that beginning
or ending socially responsible activities that reduce the present value of a firm’s cash flows
will have on the firm’s market value. As is always the case, they adopt a variety of simplify-
ing assumptions. Many of these assumptions are technical in nature and do not have an impact
on the conclusions drawn from the model. Some are more substantive in nature and might
have an impact on these conclusions. However, several of these substantive assumptions are
relaxed, and the conclusions of the model are reexamined. While relaxing these assumptions
does generate important insights, it does not affect the model’s central conclusion: the impact
of socially responsible activities that reduce the present value of a firm’s cash flows on a
firm’s market value depends on the supply of and demand for opportunities to invest in these
types of firms.

Implications and discussion

The central assertion of Mackey, Mackey and Barney’s[21b, p.823,824] model is that the
opportunity to invest in a firm engaging in socially responsible activities is a “product” firms
sell to current and potential investors. Sometimes, current and potential equity holders may
prefer to invest in firms pursuing such activities, even if those activities reduce the present
value of the firms’ cash flows. The central conclusion of Mackey, Mackey and Barney is that
the supply of and demand for these investment opportunities determine when socially respon-
sible activities that reduce the present value of a firm’s cash flows will be positively or nega-
tively related to that firm’s market value. Beyond this central assertion and conclusion, the
arguments developed here have a variety of other empirical, theoretical, and practical implica-
tions.

Empirical Implications

Overall, the model suggests that there will be a positive correlation between firm choices
about investing in socially responsible activities and firm value. This is because the model
adopts the assumption that managers make these choices - to begin socially responsible activi-
ties, to cease socially responsible activities, or to maintain their current strategies whether
they are socially responsible or not - in a way that maximizes the market value of a firm. Re-
cent reviews of the empirical corporate social responsibility literature generally are consistent
with this expectation although it may be suggested that the empirical results, while positive
overall, are nevertheless mixed. However, the model developed here suggests that efforts to
examine the “overall” correlation between socially responsible activities and firm perform-
ance may be less interesting than examining the relationship between the supply and demand
conditions under which these decisions are made and a firm’s market value. Sometimes, be-
ginning socially responsible activities will increase a firm’s market value; sometimes it will
reduce its market value. Sometimes, ending socially responsible activities will decrease a
firm’s market value; sometimes it will increase its market value. And, sometimes, continuing
current socially responsible activities - by either continuing to invest in these activities or con-
tinuing to not invest in these activities — will increase a firm’s market value; sometimes it will
decrease a firm’s market value. Only by examining the supply of and demand for socially
responsible investment opportunities at the time these decisions are made can the relationship
between a firm’s social responsibility strategies and its market value be understood. Of
course, it will often be difficult to directly measure the supply of and demand for socially re-
sponsible investment opportunities. However, it may be possible to develop surrogate meas-
ures of these concepts. For example, changes in the number of firms who score high on vari-
ous aggregate measures of social responsibility might indicate changes in the supply of so-
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cially responsible investment opportunities. Also, changes in the total dollars invested in so-
cially responsible mutual funds as a percentage of the total dollars invested in all mutual funds
might be an indicator of changes in total demand for socially responsible investment opportu-
nities. Public opinion polls on the importance of various social issues in an economy might
also provide some indication of the level of demand for socially responsible investment op-
portunities. Whatever measures are ultimately developed, the model presented here suggests
that understanding the relationship between the supply of and demand for socially responsible
investment opportunities is central to understanding the relationship between socially respon-
sible activities and firm performance, at least as measured by a firm’s market value.

Theoretical Implications

The model also has a variety of theoretical implications, both for the study of firm value more
broadly and for the study of the relationship between corporate social responsibility and firm
value.

Decoupling cash flow and firm market value.

Traditional financial logic suggests that firms maximize their market value by maximizing the
present value of their cash flows. This link between a firm’s market value and the present
value of its cash flows is based on the often unstated assumption that all of a firm’s equity
holders have the same interests: to see their wealth maximized in makingtheir investment de-
cisions. However, by recognizing that some equity holders may sometimes have interests be-
sides simply maximizing their wealth in making their investment decisions, we decouple
“maximizing a firm’s market value” from “maximizing the present value of a firm’s cash
flows.” Here, a firm’s market value is determined by the supply of and demand for the kind of
investment opportunities created by the firm’s strategies - in this case, the opportunity to in-
vest in firms implementing different corporate social responsibility strategies. In fact, there is
some reason to believe that at least some current and potential equity investors may be willing
to sacrifice some of their wealth-maximizing interests to invest in firms pursuing socially re-
sponsible activities. For example, there continues to be significant and steady demand for mu-
tual funds that specialize in investing in firms that meet certain corporate social responsibility
criteria. Indeed, in 2003 about one out of every ten dollars under professional management in
the United States was invested in these kinds of mutual funds. Moreover, those who invest in
these funds often pay a financial penalty for doing so. This penalty can be as high as 3.5 per-
cent for actively managed socially responsible mutual funds. Thus, at least some investors are
apparently willing to invest in firms that engage in socially responsible activities even though
these investments may generate lower returns than investments without regard to a firm’s so-
cially responsible activities. It is this demand for opportunities to invest in socially responsi-
ble firms, and its relationship to the supply of these investment opportunities, that determines
the market value of a firm. Thus, even though the present value of the cash flows generated by
socially responsible firms may suffer, the market value of these firms can still increase.

Managerial values and socially responsible investments.

This analysis also has implications for the study of the relationship between senior managers
and socially responsible activities. In particular, it suggests that senior managers do not have
to have particularly strong or unusual moral or value-based commitments to lead their firms to
engage in socially responsible activities that reduce the present value of their cash flows.
Rather, as long as demand for socially responsible investment opportunities is greater than
supply, managers looking to maximize the market value of their firm will find it in their self-
interest to make such investments. Managerial or corporate altruism is not required to explain
why firms may sometimes make these kinds of investments. Indeed, throughout this paper we
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adopt the standard economic assumption that firms are trying to maximize their market value.
Because firms are profit maximizing, they are willing to change their type - from socially re-
sponsible to traditional profit maximizing and back - to the extent that these actions maximize
their market value. In other words, this is a theory of social responsibility that does not de-
pend on the existence of agency conflicts between a firm’s managers and its equity holders.

Practical Implications

Finally, the theory developed here has practical implications, both for those charged with
making decisions about whether or not invest in socially responsible activities—managers—
and those who would like to see the absolute level o such investments in society increase.

The managerial task.

At first, the task managers face in firms contemplating whether or not to change their social
responsibility policies seems daunting. After all, in the model, managers are required to esti-
mate the supply of socially responsible investment opportunities in an economy and the de-
mand for these investment opportunities, and then evaluate whether or not they should change
their social responsibility policies accordingly. While daunting, this task is actually not mate-
rially different from the task managers face when estimating the supply of and demand for
any of their products or services in the product market. While the product - socially responsi-
ble investment opportunities - and the market - current and potential equity investors - are
different, the essential challenge of discovering the level of supply and demand is very simi-
lar. Thus, it would not be surprising to see managers adopt many of the same mechanisms and
tools they use to gauge supply and demand in the product market to gauge supply and demand
in the market for socially responsible investment opportunities. For example, firms often use
customer focus groups and product tests to estimate demand in the product market. In the
market for socially responsible investment opportunities, it is likely that firms will use focus
groups with current and potential investors, along with smaller tentative changes in their so-
cial responsibility policies, to estimate the demand for these types of investment opportunties.
Ascertaining the current level of supply of these investment opportunities may be more diffi-
cult. Managers can attempt to measure this supply through benchmarking the activities and
disclosures of their product market and equity market competitors. Indeed, it seems reason-
able to expect that the relationship between the supply of and demand for socially responsible
investment opportunities will change over time. In some economic conditions - for example,
when there are significant earnings pressures and large numbers of unfriendly takeovers—
there may well be a shortage of socially responsible investment opportunities. In other set-
tings there may be an excess number of these investment opportunities. While at first the de-
cision about whether or not to invest in socially responsible activities seems very complex, the
model presented here does suggest a way that these decisions can be significantly simplified.
In particular, the model suggests that the only time a firm seeking to maximize its market
value should change its social responsibility policies is when either the demand for or the
supply of these investment opportunities changes dramatically. Thus, managers need not di-
rectly estimate the size of this demand or supply - only significant changes in these parame-
ters. Shifts in demand for these investment opportunities will often reflect specific exogenous
shocks in the economy. Thus, for example, when the government in South Africa abandoned
its apartheid principles, socially responsible activities that supported a ban on business in
South Africa were no longer in demand. Obviously, in this kind of setting, continuing to
maintain these policies, because they reduced the present value of a firm’s cash flows without
any compensating firm value advantages, would have reduced a firm’s market value. More
recently, various business scandals may have increased demand for socially responsible ac-
tivities, as investors look to put their money into companies whose management they respect
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and trust. Firms can also create their own “exogenous hocks” by becoming more international
in scope. While equity holders in one country market may have one set of preferences for in-
vesting in socially responsible firms, equity holders in a second country market may have a
different set of preferences. By beginning to trade in different markets, firms may have to
adjust their social responsibility policies to be more consistent with the preferences of the new
stockholders they are trying to attract. Of course, this could mean that a firm will become ei-
ther more or less socially responsible, depending on the preferences of equity holders in the
markets into which it is entering. Estimating changes in supply and demand for socially re-
sponsible investment opportunities is likely to be more challenging when these parameters
evolve slowly over time in an economy. In these settings it would not be surprising to see
managers change their policies toward social responsibility only very slowly and incremen-
tally. In this way firms can estimate the total demand for and supply of socially responsible
investment opportunities in an economy and adjust their own policies accordingly.

Changing the demand for socially responsible investment opportunities

Finally, this model also has implications for those interested in increasing the level of socially
responsible firm activities in the economy. Thus far, we have assumed that the demand for
socially responsible investment opportunities was given, and the task facing firms was to es-
timate that demand and the relevant supply of these investment opportunities in determining
their strategic actions. However, the actionsof various individuals and groups in an economy
could have an impact on this demand. Successful efforts to increase the demand for socially
responsible investment opportunities would have the effect of making it in the valuemaximiz-
ing interests of more firms to make such investments. According to the model developed here,
the task facing those interested in seeing the level of socially responsible investments made by
firms in an economy increased is to engage in activities that change the preferences of poten-
tial investors. Marketing campaigns that highlight the social responsibility failures of some
firms, the social responsibility successes of other firms, and how investment dollars are used
to either help or hurt society may have the effect of increasing the number of people looking
for socially responsible investment opportunities in an economy over time. When demand for
these investment opportunities increases, value-maximizing managers will find it in their self-
interest to begin to make these investments, even if doing so reduces the present value of their
cash flows. The model also suggests that direct appeals to managers to increase their level of
investment in socially responsible activities without a corresponding increase in demand for
these kinds of investment opportunities are unlikely to be successful. Managers have the mar-
ket enforced responsibility to maximize the market value of their firm. While the model de-
veloped here demonstrates that engaging in socially responsible activities that reduce the pre-
sent value of a firm’s cash flows can sometimes increase a firm’s market value, it can only be
expected to do so when demand for these investment opportunities is greater than supply. In
this sense, increasing the overall level of demand for these investment opportunities is likely
to precede firm decisions to increase socially responsible activities, especially when those
activities reduce the present value of a firm’s cash flows.

Results

In the beginning it could be argued arguing that efforts to examine how socially responsible
activities can increase the present value of a firm’s cash flows do not address a central issue in
the corporate social responsibility literature - that sometimes firms should invest in socially
responsible activities, even if those activities reduce the present value of a firm’s cash flows.
This examination provides an explanation of when investments in these kinds of socially re-
sponsible activities will occur. In developing this theory, it is to be suggested that some inves-
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tors may have interests besides wealth maximization in making their investment decisions. If
the demand for socially responsible investment opportunities generated by these investors is
greater than the supply of these investment opportunities, then such investments can create
economic value for a firm. However, this consideration also suggests that if supply and de-
mand conditions are not favorable, engaging in the same socially responsible activities can
actually reduce the market value of a firm.
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12. Index-correlation investigation for Corporate Social
Responsibility

Introduction

- Hypothesis on sustainability as the main part of Corporate Social Responsibility -
Schafer has the opinion that ethical, ecological and social criteria have direct or indirect
economic consequences on the company value . To examine this statement, the author has
applied the Dow Jones Sustainability index (DJSI), an index of the Zurich rating agency SAM
which measures the financial performance of the internationally leading companies oriented
to sustainability. The values contained in it display the market capitalisation of Eurostoxx
companies in own index. As a comparative index the author used the Eurostoxx50, a share
index of 50 biggest listed European stock corporations which has the assignment to show the
value development of this stock market segment within a period (here: to indicate the calendar
year in 2004). For the evaluation of the company the stock exchange rate is still the most
important successful indicator, because this is also used as a basis for bonus payments to
manager and executive boards. From this source situation the author puts following
hypothesis:

H,: If CSR has a positive leverage on the company value as a value added factor, and sustai-
nability is registered as an important share value of the CSR in the Dow Jones Sustainability
index, then the valued companies would have to find themselves in similar positions in the
index of Eurostoxx50. For that serves the following index-comparison:

Figure 7: index-comparison (author’s illustration, embedded image)

Company Eurostoxx 50 DJsI
RWE 38.08 1,474
Iberdrola 20.52 1,317
Fortis Bearer Sh. 18.95 2,219
BASF 15.44 2,577
Lafarge SA 14.56 1,086
Royal Dutch/Shell 12.81 7,827
Endesa 11.63 1,469
BNP Paribas 8.4 3,969
ING Groep 5.96 3,858
Telefonica 5.73 5,423
ABN Amro 5.66 2,955
Danone 3.79 1,521
Societé Generale 2.56 2,951
Deutsche Bank 2.52 3,168
Deutsche 1.69 3,865
Telekom

Banco Santander -1,94 5,093
Bayer -4,98 1,532
Carrefour -9,16 1,882
SAP -9,49 2,443
Siemens -9,53 4,660
Unilever -10,26 2,504
Minchener Rick -10,34 1,494
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LVMH -12,93 1,328
Allianz -15,16 3,026
L'Oreal -17,14 1,555
Aegon -17,9 1,234
Philips -25,73 2,219
Nokia -35,57 4,833

Sources: Citibank, 2005 and SAM Indexes Limited, 2005 2!

The author has confronted these values in a two-dimensional co-ordinate system, while the
Eurostoxx values on the abscissa and the Dow Jones Sustainability index values on the ordi-
nate are displayed. To support H,, a trend line should be displayed from the value dispersion
as a rising linear function. Nevertheless, the result points as follows:
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Correlation of DJSI and Eurostoxx50
Source: author's illustration (embedded image)

Index-correlation and rank correlation investigation

It turns out a very wide dispersion and a trend line which weakly runs from the left on top
to the right below. The optical evaluation of this graph can be supported by a rank-
correlation investigation to Spearman. The cell operands were converted in addition as
follows into a rank-correlation table:

Figure 9
Company Eurostoxx 50 DJsSI
RWE 1 23
Iberdrola 2 26
Fortis Bearer Sh. 3 17
BASF 4 13
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Lafarge SA 5 28
Royal Dutch/Shell 6 1
Endesa 7 24
BNP Paribas 8 6
ING Groep 9 8
Telefonica 10 2
ABN Amro 115 115
Danone 12 21
Societé Generale 13 12
Deutsche Bank 14 9
Deutsche Telekom 15 7
Banco Santander 16 3
Bayer 17 20
Carrefour 18.5 18.5
SAP 19 15
Siemens 20 5
Unilever 21 14
Minchener Riick 22.5 22.5
LVMH 23 25
Allianz 24 10
L'Oreal 25 19
Aegon 26 27
Philips 27 16
Nokia 28 4

Rank correlation to Spearman; Sources: Citibank, 2005 and SAM Indexes Limited, 2005 @
author's illustration (embedded image)

In a rank correlation to Spearman® the degree of the correspondence of two rank orders
can be ascertained, here between: Eurostoxx50 and the Dow Jones Sustainablity (euro)
index. In addition the ranks of the same statistical units are confronted and from it the
differences and their squares are formed. From the sum D the correlation coefficient is
calculated as follows:

Rspearman = 1 - [(6 X D): (n {n2-1})]**
There arises following degree of the correspondence: Rspearman = -0,049.

This result underlines the cognition which is displayed in the trend line and disproves
with it the thesis Ho as follows:

Hi: The correlation of the data rows from Eurostoxx50 and Dow Jones Sustainability in-
dex euro of Stoxx is not significant, because Rspearman 1S Close to zero. The dispersion dis-
played in the illustration is too big. Hence, connections of both indexes can approximate-
ly be excluded.

2% Charles Edward Spearman (Sept. 10, 1863 - Sept. 17, 1945) was an English psychologist known for
work in statistics, as a pioneer of factor analysis, and for Spearman's rank correlation coefficient,
which is equivalent to Pearson correlation on ranks

?* D = the difference between each rank of corresponding values of x and y, and n = the number of
pairs of values
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H,: The correlation is slightly negative, because the straight line is falling in the illustra-
tion and Rspearman 1S Negative. In addition, therefore has failed the attempt to display sus-
tainability as a sub range of the CSR as a value added factor.

Results
Now following conclusions from this investigation can be drawn: Although stocks ex-
change rate developments are still important success factors to display the company val-
ue, and share indexes give a possibility to illustrate appreciations and depreciation for
longer periods (here: 2004), sustainability is not reflected as a success factor enough. As
a reason for the non-comparability of the Eurostoxx50 index and from SAM after eco-
nomic, environmental and social criteria created Dow Jones Sustainability index could be
stated that the leverage of CSR is so low as a value added factor either that he is overlaid
by numerous other factors and/or that a calendar year does not last long enough on illu-
strating CSR success factors, because the success appears only in even longer periods.
The other factors which determine the picture of a share index can be:
- The buyer's behavior which affects whole peer group, e.g., "flight to quality": Invest-
ment in safe branches of industry.
The events which affect whole peer group, e.g., wars, epidemics, economic crises.
Events within peer group: E.G., image of a new management concept.
Influencing of the buyer's behavior of advertising (e.g., with issue of Telekom stocks
in Germany), stock market speculation or unenlightened market participants (e.g.,
new market).
Market development, e.g., change of the demand behavior, more unexpectedly suc-
cess or failure of new products.
Cost reductions, e.g., by dismissals.
Profitability improvements, e.g., by stock repurchase.
Portfolio management, e.g., sales of company shares or engagement in new
departments.
By this huge number of different factors of the evaluation of the company it is to be sup-
posed that possible success factors of the CSR are illuminated by strong Halo effects of
other factors or they are not provable by this attempt to explain.
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13. Relevance of implementing methods of Corporate So-
cial Responsibility into enterprise performance

Introduction - some Anti-CSR Arguments

Today’s leading companies are expected not only to create wealth and produce superior goods
but also to conduct themselves as moral actors - accepting responsibility for their misdeeds,
being responsive to the needs of others, and managing their own values and commitments.
Contrary to theorists who have declared for centuries the corporation to be amoral, society
today has endowed the corporation with a moral personality. A traditional economic argument
counters that this growing swell of moral advocacy is at worst a figment of the collective im-
agination, and at best a distraction to the efficient operation of the market. How, for example,
can a CSR surge explain the continued dominance of Wal-Mart, the world’s largest company
with $245 billion in revenues in 2002? Wal-Mart is told to have achieved its famous “Every-
day low prices” through intense cost-cutting and by dictating the terms on which it operates to
employees, suppliers, communities, the environment and any other stakeholder with an inter-
est. As a legal entity and collection of individuals, a corporation is not capable of having the
conscience that many observers ascribe to it. However, even if it was capable of having a con-
science, the first and foremost duty of the corporate management team is - with Milton
Friedman[8] - to maximize value for the company’s owners, its shareholders, by maximizing
profits. CSR, by itself, may add little or no value for owners, and often may involve signifi-
cant costs that either shareholders or customers are forced to bear. Social concerns beyond the
parameters of the market are best left to regulatory agencies or non-profit organizations driven
by different goals and expectations. The theory of demand and supply dictates that any com-
pany failing to meet the needs of its consumers and other stakeholders on any level - whether
price or product quality - will soon go out of business. Conversely, if consumers, for example,
are truly willing to impose their values on corporations their purchasing patterns will reflect
this and companies will quickly adjust in response. Demand and supply in equilibrium max-
imizes the efficient allocation of available resources. The ability to maximize profits provides
the maximum incentive for companies to increase product quality and innovation, while keep-
ing prices at the minimum necessary to satisfy consumer demand.

Corporate Social Responsibility and companies’ success

CSR as an instrument to generate competitive advantages

On behalf for the attitude of many managers to the subject CSR is the following citation of
Adrian Loader, the manager of the department of strategic planning and sustainable
development of royal Dutch / Shell Group who said in 2004: “Corporate social responsibility
is not itself our business but rather it is a way of conducting our business which, we believe,
helps us to be more successful over the long-term. To commit to a socially responsible way of
working is not, as some critics claim, a distraction from our core business. Nor does it in any
way conflict with our promise and our duty to deliver value to our shareholders. In fact, just
the reverse is true. This agenda is an attendant duty to our shareholders who make invest-
ments for the long-term and who need to have confidence they will see a return on those in-
vestments over the long-term.”[16b, p.22] Companies often state the leverage on the image as
a reason to be involved socially; their CSR initiatives are mostly justified with the argument,
they would improve in this manner the companies® images and so indirectly the turnover may
increase. The image of a company is looked as one of the most important resources of a
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company, because it influences the success of a company strongly. In addition, more and
more investors for ethical reasons also decide to invest money in companies which behave in
the area CSR exemplarily. That's why some known indexes have developed which record
companies on the basis of CSR ratings in her portfolio. From the cited examples it becomes
evident that a socially responsible action and social engagement can bring to the companies a
lot of advantages which can reach from an increase of the credibility and an improved image
about a raised customer and employee connection up to a demarcation of rival business and a
raised investment security. Accordingly a successful CSR strategy can influence the future
ability of a company positively and CSR is to be looked as a determining strategical factor
about company.

CSR and corporate success

It could be wise, if managers sometimes abandon efforts to maximize the present value of
their firm’s future cash flows in favor of socially responsible activities that reduce the value of
those cash flows. Obviously, identifying socially responsible activities that increase the
present value of a firm’s cash flows is interesting in its own right. However, no new theory is
required to explain why firms will pursue such activities, once identified. Such actions are
consistent with received economic and financial theories of firm behavior. But new theory is
required to explain why firms might pursue socially responsible actions that reduce the
present value of their cash flows. Focusing only on these situations helps develop this critical
aspect of the theory of CSR. Because the existing literature can answer the question after the
connection between the CSR and the corporate success not on account of her contradictory
theories unambiguously, various empiric studies were carried out during the last 30 years
which have examined the connection between CSR and corporate success. Unfortunately,
there remained in the studies up to now, nevertheless, in most cases explanation attempts. In
general, firms can take three different actions with respect to their socially responsible
activities: firms that currently do not engage in these activities can begin doing so; firms that
currently do engage in these activities can stop and firms can maintain their current policies -
that is, those that currently engage in socially responsible activities can continue to do so, and
those that currently do not engage in such activities can also continue to do so. Each of these
different activities can have an effect on the market value of a firm, depending on the context
within which these activities take place. It can be suggested that the most important
determinant of the impact of these activities on a firm’s market value is the relative supply of
and demand for opportunities to invest in socially responsible firms in an economy. With
Mackay, Mackay and Barney[21b, p.823,824] three possibilities exist again: demand for
socially responsible investment opportunities may be greater than their supply, supply for
these investment opportunities may be greater than demand, and demand for these
opportunities may equal supply.

Measurements of effects by Corporate Social Responsibility

An objective measurement of the social responsibility of company presents itself in total as a
very difficult task. The Corporate Social Responsibility of a company can be observed neither
directly, nor exist for it up to now suitable yardsticks or uniform evaluation methods. Very
common are the two instruments of so-called content analysis and the use of CSR or
reputation ratings. In the content analysis it is counted, how often is reported in company
publications and especially in the annual report on CSR activities or how many lines argue
with CSR subjects. Nevertheless, the problem with this method is that the content analysis is
merely one indicator for what the companies say and not for how the companies really
behave. And this can be a big difference, because companies use their publications to provide
a positive picture of themselves for the general public, and the actual action with it veil. One
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is even supposed that the companies which fail in the matter of CSR have a special incentive
to sign to the outside a positive picture of themselves. An example for this might be the
company Enron in which hase been exemplary pointed out how far reality and outside
representation of a company can gape[12b, p. 35]. Also the individual appraisal of the
Corporate Social performance by single persons or authors is to be seen very critical, because
it is followed subjectively and mostly is hardly understandable. The subjective appraisal of
the Corporate Social performance without quantitative evaluation procedure complicates, in
addition, also the comparability of different assessments. Hence, as the best possibility to
measure the Corporate Social performance the use of CSR or reputation ratings is
regarded[16b, p.29], which is why also most newer studies fall back on this method.

So a wide range of analyses to examine the connection between CSR and the corporate
success like regression analyses, panelanalyses, index-correlation investigations - one by the
author in 2007[27b] - have been carried out. Though most of them show hints for a
connection between companies® performance and the fulfilling of their social responsibilities
true academic proofs are still missing.
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14. Examples of three large companies and their
engagement for Corporate Social Responsibility

Daimler Corporation

Rudiger Grube, chairman of the recently established Sustainability Board, points out in the
Sustainability Report 2008 that conducting business in line with the principles of
sustainability was alwaways a key element of Daimler’s corporate strategy. For example,
Daimler established binding corporate values many years ago and they also have
sustainability principles in place. Another example of Daimler’s long-standing commitment to
sustainability was offered by Environmental Guidelines, which were approved by the Board
of Management back in 1990. For quite some time now, the Group has also been operating
corporate functions that have been very successful in monitoring and controlling the three
dimensions of sustainability - economy, ecology, and social responsibility. Environmental
protection, for example, is not only addressed at the top management level by the Chief
Environmental Officer; it was also an integral part of the activities at the Research &
Development department, which since 1990 has played a crucial part in helping to ensure that
environmental protection measures are successfully implemented throughout the entire
product lifecycle — from product development and production to sales. For Daimler
Sustainability requires addressing the big picture, which means that the concept behind it
extends well beyond the environmental protection activities. As a major automobile
manufacturer, Daimler accepts to focus not only on ecological aspects but also on key social
and economic challenges. Sustainability therefore for Daimler also involves community
projects, social commitment, traffic safety issues, supplier relations, and being a good
corporate citizen toward neighbors at the locations where they operate. Ultimately, successful
sustainability management means achieving a successful balance between the three
dimensions mentioned before. And although these dimensions may sometimes have
conflicting interests, Daimler sees no possibility to afford to address them separately.

In the future Daimler intends to coordinate their diverse sustainability activities even more
closely. They actually took the first step toward consolidating our strengths and intensifying
our top management approach to this issue back in 2005, when they established the
Sustainability Task Force. This interdisciplinary team initially focused on improving Daimler
sustainability reporting system. Since then, they’ve been producing an annual integrated
sustainability report that conforms to internationally recognized reporting guidelines. Because
the quality of reporting is dependent on their activities as a company, they’ve been focusing
more and more on Daimler‘s performance in key areas related to sustainability, and the new
Sustainability Board will now systematically integrate the relevant operational disciplines into
our sustainability management approach. Over the last three years we have created new
management functions such as our Global Diversity Management system, which is supervised
by the head of Human Resources and Labor Relations, Gunter Fleig. Daimler also established
a compliance organization back in 2006, and they have continually expanded the scope of its
activities since that time. This organization also reports directly to the chairman of the Board
of Management. The Sustainability Board is wanted to more closely align and coordinate the
activities of these various functions and enable us to respond more effectively to
interdisciplinary situations where action needs to be taken. It was therefore very important to
ensure that the new Sustainability Board would report directly to Daimler’s CEO, Dieter
Zetsche. The first thing they did was to identify the specific areas where they need to improve
coordination and take action in order to improve sustainability management. Then ambitious
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goals were formulated for each topic area and developed measures to achieve them. The
Sustainability Board will now coordinate the implementation of these measures and evaluate
their effectiveness, whereby the implementation will be carried out by the corporate functions
and business units responsible for each particular issue. They already have the experts and the
expertise we need for this in place at those organizations, so the real challenge is to utilize
existing structures and areas of responsibility more effectively. One important measure of
success in the opinion of Mr. Grube is the sustainability ratings issued by accredited agencies.
Scoring well in such rankings would demonstrate that external experts believe they’re on the
right track and have taken the proper measures. That’s also why Daimler authorities are so
pleased to have Daimler been listed on the Dow Jones Sustainability Index (DJSI) for the
third consecutive year in 2007. Mr. Grube accepts that there’s always room for improvement.
Daimler’s goal is to receive worldwide approval for business activities not just from rating
agencies but, more importantly, from their various stakeholders, by which customers,
employees, shareholders, politicians, government agencies, NGOs, the media, and direct
neighbors are meant. Daimler needs to improve here, and one way to do this will be to
intensify and restructure the system of engaging in dialogue with their stakeholders. It’s very
important not only to tell the stakeholders what they*re already doing right but also to discuss
with them what could be done better in the future.

Some achievements of Daimler 2007 (2008):

Green Car of the year 2007: in New York the Mercedes-Benz E 320 BlueTEC beat out 14
competitors for the title of “World Green Car 2007*. The E 320 BlueTEC is among the
cleanest and most economical vehicles in its class.

Daimler share in the DJSI world: The Daimler AG share has been listed for the third time in a
row in the Dow Jones Sustainability Index (DJSI World).

Art on world tour: The “from bauhaus to (now!)” traveling exhibition from the Daimler Art
Collection was displayed at the Brazilian national gallery MASP from August to October
2007. The exhibition featured around 100 paintings, installations, sculptures, photographs,
and video creations from the 1920s to the present.

City buses in practical tests with biodiesel: Mercedes-Benz do Brasil has tested the biodiesel
compatibility of its entire engine range. To this end, Mercedes-Benz city buses traveled
a total distance of 420,000 km (260,000 miles) on “B5” fuel (5 percent biodiesel admixture).

Environment Grand Prize for the diesoTTo engine concept: The 2007 “Environment Grand
Prize” was awarded in Paris to the DIESOTTO engine developed by Mercedes-Benz. The
prize honors technological achievements in environmental protection and safety, and their
integration into automotive design.

First practical testing of hybrid trucks in Europe (Stuttgart): Deutsche Post World Net is test-
ing the use of hybrid trucks in its business operations in Germany and the UK. At the begin-
ning of 2008, the tests commenced with a Mercedes-Benz Atego BlueTec Hybrid and a Mit-
subishi Fuso Canter Eco Hybrid, with the aim of demonstrating the vehicles’ efficiency poten-
tial to reduce fuel consumption by up to 20 percent. Additional vehicles are intended to fol-
low.

Compliance officer: Daimler has taken a further step toward sustainably reinforcing its self-
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surveillance with a view to ethically appropriate corporate management and has established in
Stuttgart a newly created, promoted position of “Chief Compliance Officer” at Senior Vice
President level, directly below the Board of Management.

New plant in Fuzhou (China): In October 2007, Fujian Daimler Automotive Ltd. laid the
foundation stone for a new van plant in Fuzhou in the southern Chinese province of Fujian.
Construction of this plant is proceeding rapidly, and the facility is scheduled to begin produc-
ing Mercedes-Benz vans for China and other Asian markets in 2009.

Joint venture between Daimler Trucks and hero Group (India): In the second quarter of 2008,
Daimler Trucks and the Indian company Hero Group will finalize the establishment of the
Daimler Hero Motors Corporation Ltd. joint venture.

HIV/AIDS prevention in South Africa: Mercedes-Benz South Africa has extended its
HIV/AIDS job program for its own employees and their families in South Africa to include
small and medium-sized supplier companies in the Buffalo City region. Following a pilot
phase lasting a year and a half, the so-called Siyakhana Project was fully established in 17
companies by the end of 2007 and now encompasses some 6,700 blue- and white-collar em-
ployees of these firms and their families (26,000 people in all). A further 50 companies are to
be integrated into the project in 2008/09.

IBM Corporation

Samuel J. Palmisano, Chairman, President and Chief Executive Officer, is emphasizing in the
IBM 2007 Corporate Responsibility Report that the 20th century “multinational” is giving
way to a new kind of institution, what IBM calls the globally integrated enterprise. This is
with IBM a very different organizational architecture and way of operating any business or
institution. Most importantly, it may offer hope for a new kind of progressive globalization,
one that not only generates new opportunity for innovation and growth, but also extends that
opportunity to many more regions and people. However, Palmisano accentuates that they
must not be naive or complacent. These benefits would not be achieved through a disruptive
change by operating the way they have in the past. Only aggressive innovation will - with
Palmisano - get through innovation that changes the enterprise from top to bottom and that
engages it far more intimately with a broad societal ecosystem of businesses, communities
and institutions.

Palmisano believes that the answer for the individual is similar to the answer for companies
and nations - expertise, skills, knowledge. But simply saying that doesn’t really solve the
problem in fact, it just begins the discussion, because the nature of expertise itself is changing.
In the past, to become an “expert,” you went to school, you studied a body of knowledge, re-
ceived a degree or certification and then went to work, usually with the expectation that you
would stay in your chosen profession or career track for a lifetime. however, the nature of
competition and the forces of innovation are shifting the frontiers of science, business and
technology continuously. Expertise today is not static. To be competitive, any individual like
any company, community or country has to adapt continuously, learning new fields and new
skills. This is true within any given job, and it’s true across the span of an entire career. Well,
who is in the best position to shape that learning? At IBM, they believe it’s the individual. No
corporate headquarters can possibly adapt as rapidly or as specifically as a global marketplace
requires. And they believe that this, in turn, requires nothing less than a new relationship
among the company, the individuals who make it up and society at large. At IBM, they’ve
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begun their own journey toward this new model, toward empowering and enabling employees
to make decisions and to act. They call it “lowering the center of gravity” of the company that
is, trusting IBM-employees and pushing decision-making authority out and down. This has
changed — with Palmisano - everything from how they manage client relationships and to their
approach to employee learning. It has also changed how they think about volunteerism. On
demand Community, for example, encourages and equips IBM-employees and retirees to be
effective and engaged volunteers in their communities. They have contributed more than 6
million hours since the program launched in 2003, and On demand Community marked its
100,000th registrant in 2007. More choice, more control, more responsibility in the hands of
the people who are in the best position to call the shots - not headquarters, but the individual
employee. They took another step in 2007 with the introduction of something they call the
IBM Global Citizen’s Portfolio. This new framework is aimed at enabling current and future
IBM-employees to position themselves advantageously as global professionals and global
citizens. There are initial programs focused on skills, leadership development and career tran-
sitions. They’re convinced this is the right path forward for individuals, communities and or-
ganizations, but they know it will require some unconventional approaches innovations that
will be every bit as meaningful as the discoveries coming out of the labs. But, then, that’s
exactly the kind of challenge their employees were thinking about when we came together to
shape our core values four years ago, including “Innovation that matters for our company and
for the world.” The 2007 report describes how this new model of global citizenship and the
values on which it rests are shaping IBM’s point of view on corporate responsibility in the
21st century.
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Figure 10: Some achievements of IBM 2006 (embedded image)
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BASF Corporation

According to the results of the main assembly of corporate boards in 2008 BASF engages
mostly in the regional and local surroundings of production places, BASF wants secondly to
create values in favour of the society. The main target group of projects are kids and young
people.

The achievements in Corporate Social Responsibility - all together BASF Group spent in
2007 the amount of 75.3 Mio. € (2006: 67.2 Mio. €) for funds, projects and sponsoring - in
2007 show the following numbers

Figure 11: Some achievements of BASF 2007 (author’s illustration)

Science Social Culture Sports Education diverse
5.0 Mio. € 3,9 Mio. € 12,4 Mio. € |3.0 Mio. € 449 Mio. € |6.1 Mio. €
6.6 % 52 % 16.4 % 4.0 % 59.7 % 8.1%

Furthermore BASF is one of the first large companies which present a complete CO-reporting
of the company (about the potentials to minimize global warming). BASF’s main aim (from
the beginnings in 2002) is to reduce the damaging gases until 2020 up to —25.0 %.

75




15. Regulations on Corporate Social Responsibility

Situation in Germany

Corporate Social Responsibility (CSR) has been under discussion for many years within the
European Commission, the United Nations, the German Ministry of the Environment, the
German Ministry for Consumer Protection and a large number of environmental groups and
trade unions as well as other non-governmental organizations. This concept is now experienc-
ing a dynamic development.

Federal Government — Strategy for Sustainability

On the political level, the debate on Corporate Social Responsibility in Germany has mainly
been initiated and coordinated by the Federal Ministry for Economics and Labour (BMWA).
Until now, the BMWA has been relatively cautious in its position: “Corporate Social Respon-
sibility is an important issue for the federal government. However, with regard to corporate
social commitment beyond legal obligations, we must bear in mind that with the relatively
large number of regulations in Germany (e.g. in connection with environmental standards less
room remains for voluntary commitment” (Bade 2003, p. 9).

The activities of the Federal Ministry for Economics and Labour are focussed on the deve-
lopment of codes of conduct for direct foreign investments and procurement. A concrete re-
sult was achieved in this area with the Sector Model of the Foreign Trade Association of the
German Retail Industry (AVE). Other projects that deserve reference within this context are
the Working Group “Human Rights and Business”, which was founded in 1999, and the Prin-
ciples of Environmental Protection Standards Committee (NAGUS) of the German Institute
for Standardization (DIN), which was initiated by the German Federal Ministry for the Envi-
ronment, Nature Conservation and Nuclear Safety (BMU).

Corporate Social Responsibility in German Practice

Compared with their counterparts in other countries, German companies voluntarily take a
great deal of initiative and responsibility for the environment and society. In countries with
low environmental and social standards, German companies contribute to sustainable devel-
opment in the spirit of Agenda 21 through close foreign-trade relationships.

According to an empirical study that was conducted in 2005 by the Bertelsmann Stiftung with
board members and managers from various companies (min. 200 employees or EUR 20 mil-
lion in sales), most companies place great emphasis on Corporate Social Responsibility.
Ninety-three percent of the large enterprises included in the study confirmed that social and
ecological interests play a role in economic success. German companies, regardless of size,
reported feeling a sense of responsibility, above all for their customers (97%) and their em-
ployees (96%). A sense of responsibility for owners or shareholders followed in third place,
with 88%. The prime motivating force behind the company’s acceptance of social responsibil-
ity was its own corporate culture (87 %), followed by the economic situation (83%) and the
ownership structure (71%). Corporate social responsibility is particularly reflected in the
fields of environment, sport and culture.

Environment

Germany is among the countries with the most regulations concerning all areas of environ-
mental protection. German companies accept this responsibility and are world leaders in envi-
ronmental technology.

The Federation of German Industries (BDI) calls attention to the large number of voluntary
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activities already performed by German companies. Fearing restrictions in the great diversity
of activities pursued by companies within the framework of Corporate Social Responsibility,
the BDI’s position has been to repudiate proposals from the European Commission with re-
gard to additional regulations.

Sport

A multitude of companies support the activities of regional sports clubs. This support
strengthens the active work of the club as well as team spirit and promotes sporting opportuni-
ties for the general public.

Most corporate support in this area takes the form of sponsoring. In some clubs, active mem-
bership, e.g. in the football club of a regional league, can be linked to a post in one of the
sponsoring companies.

Culture

In the past years, an increasing number of large and medium-sized German enterprises have
chosen to support cultural endeavours. With corporate sponsorship, it has been possible to
realize numerous large-scale cultural events as well as smaller, regional events. In city cen-
tres, the opportunities for linking culture and business through the cooperation of individual
retailers are particularly compelling.

CSR policies in Europe, the role of governments and the EU-Member State
interface

Why should governments care about CSR? While several actors oppose the view that gov-
ernments should take action with regard to CSR by emphasising that the concept is widely
regarded as a voluntary business or management approach, there are good reasons suggesting
that governments should not leave the field entirely to businesses and civil society actors.
Among these reasons are, for example, the following:

Since CSR is concerned with managing business relations with a broad variety of stake-
holders, the concept obviously reshapes not only management routines, but also the roles and
relations of all three societal domains, i.e. businesses, governments and civil society. Conse-
quently, CSR is not only a management approach that can be left to the discretion of manag-
ers, but it is also a highly political concept that entails societal conflicts as well as a consider-
able scope for new government activities.

The widely shared view that CSR is voluntary does not contradict the fact that respective ac-
tivities are often a response to stakeholder pressure; it emphasises that CSR practices are not
required by law but go beyond legal standards. Thus, governments inevitably define CSR
negatively with regulations, and they want to define it also positively with softer, non-binding
policy instruments.

These CSR policies coincide with a broader transition of public governance altogether, away
from command and control towards more network-like and partnering arrangements. In this
respect, CSR policies can be seen as a key component of a broader transition to new govern-
ance forms that is observed in several policy fields.

In addition, governments care about CSR because respective business activities can help to
meet public policy goals of sustainable development without making use of often un-popular
(or even politically infeasible) regulations.
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In this context, some authors emphasise that CSR and respective public policies can help to
compensate for the failure of governments to achieve public policy goals or solve problems
with regulations. Some scholars argue that in the contemporary neo-liberal age, relationships
between corporations and societal groups are less likely to be the subject of state intervention-
ism than they were in the Keynesian age, which ended in the late 1970s. A decrease of state
interventionism might open up the possibilities for more _responsible* forms of interaction
between stakeholder groupings, devolved to enterprise level.

In recent years, however, opposing views on the roles of governments with regard to CSR
have come to the fore vividly at the EU level. After the Lisbon European Council in March
2000, the European Commission stepped up its activities on CSR in various ways. It, for ex-
ample, formulated its position on CSR in a Green Paper entitled —Promoting a European
framework for Corporate Social Responsibility in which it framed CSR for the first time in
the context of sustainable development. In 2002, the European Commission (2002) released a
communication on CSR that explored also some ambitious CSR policy options aiming to in-
crease convergence and transparency of CSR practices and tools across Europe. In the same
year, the Commission also launched a multi-stakeholder forum on CSR. The key purpose of
the forum was to promote the transparency and convergence of CSR practices and instruments
across Europe. In June 2004, the stakeholder forum presented its conclusions and recommen-
dations to the European Commission (European Multi Stakeholder Forum on CSR, 2004).
With the change of the Commission in 2004, the EU has changed its CSR policy from a pro-
active approach of fostering stakeholder pressure to a passive approach that emphasises busi-
nesses self-regulation. In March 2006, Commissioner Verheugen declared openly, Originally,
the Commission‘s plans looked very different. The department responsible wanted to publish
naming-and-shaming lists [of companies] and to create a monitoring system for the imple-
mentation of the CSR principles. | had to halt this enthusiasm for new regulationsl (Financial
Times, 22 March 2006). Richard Howitt, British Labour Member of the European Parliament
commented the new course pointedly: The Commission wants Europe to be 'a pole of excel-
lence' in business, but instead has dumped five years of debate and consultation into a black
hole. The Commission says that public authorities should create an enabling environment for
CSR yet opts out from any proposals for concrete action for itself, simply repeating generali-
sations which we have all read before. The failure to build on extensive work since 2001 cre-
ates the risk that companies, as well as other interests, will walk away from the debate. If this
is all the Commission can come up with, Europe risks being sidelined on a critical issue for
the future of business, while the UN Global Compact and the Global Reporting Initiative take
the lead on CSR.

Without being able to follow the history of CSR policies at the EU level here in more detail,
or to outline CSR policies at the Member State level, we can draw the following conclusion.
Although public policies on CSR have a soft-law character, they are nevertheless subject to
considerable political controversies, and there is a considerable scope for pursuing a rather
passive or pro-active course. Thus, we propose the following discussion gquestion:

In how far can/should national and EU public policies on CSR contribute to Sustainable De-
velopment (SD) and Sustainable Consumption and Production (SCP)?

National coordination of SCP and CSR policies and respective actors
Member States take different approaches in coordinating SCP and CSR policies. Regarding

SCP, three basic options are, firstly, to pursue SCP with separate action plans or frameworks,
or, secondly, to integrate SCP into national SD strategies. A third option is to start out with an
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SCP action plan or framework, and to merge it with the SD strategy later on. The third option
is, for example, recommended by the United Nations Environment Programme (UNEP). As
the figure below illustrates, it depicts SCP policy making as a cycle that moves from a na-
tional inventory catalogue of ongoing SCP activities via an SCP action plan to the full integra-
tion of SCP in a major national strategy process, such as an Environmental Action Plan or a
SD strategy (UNEP, 2008). This step-wise approach was taken, for instance, in the Czech
Republic, Finland, and the UK.

Figure 12: SCP policy making as a cycle (author’s illustration, embedded image)
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If we explore the extent to which the SD strategies of 19 EU Member States refer to SCP in
their objectives, the following picture emerges. 18 of the 19 SD strategies refer to SCP in their
objectives. Among them, 6 mention SCP between 1-3 times, 8 between 4-6 times and 4 more
than 7 times. Member States that have integrated SCP from the outset into their NSDS are, for
example, Austria and France.

A similarity in the context of CSR is that EU Member States organise and coordinate CSR
policies in very different ways. Apart from this, however, we find a different picture than in
the context of SCP. While in most countries several actors pursue a variety of initiatives in a
decentralized way, some (mostly leading) countries approach CSR policies in a more coordi-
nated way. The United Kingdom, for example, has appointed a Minister for CSR, and the
Netherlands and Sweden have established CSR platforms that bundle several government
activities. SD strategies, however, pay hardly any attention to CSR. Another look into the
same database on SD strategy objectives revealed that 8 out of 19 SD strategies from across
Europe do not contain a single objective on CSR, and most of the remaining 11 SD strategies
contain only one vague reference to promoting CSRI with unspecified means. Although SD
and CSR both aim to better integrate economic, social and environmental issues, joint efforts
obviously still face sectoral and institutional barriers. While the SD agenda is often dominated
by environmental issues and ministries, expertise on CSR policies is mainly affiliated with
Ministries of Labour and Social Security. It can be concluded that, —the close conceptual link
between SD and CSR given, ignoring CSR policies in SD strategies is a missed chance of
bridging the obvious gap between the two closely related policy fields.
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16. Author’s CSR survey on large German companies in
2007

16.1 Concept and aims of the survey

In July 2007 the author managed a questionnaire / survey of 50 large companies referring to
the subject Corporate Social Responsibility. 30 companies (60%) answered to the question-
naire. 21 companies (42 %) filled out the questionnaire form, which intended to find out if
CSR-engagements of large German firms are common or rare and if connections between
CSR-engagements and the companies’ economic success are true.

16.2 Summary of survey results

1) Employees
20 of the 21 answering companies (95.3 %) have more than 1,000 emloyees, one company
(4.7 %) has more than 500 employees.

2) Meaning of takeover of CSR
16 of the 21 answering companies (76.2 %) stated that the takeover of social responsibility
has a very important meaning for the enterprise, five companies (23.8 %) stated an impor-
tant meaning, none of the answering companies had the opinion that the takeover of social
responsibility were of inferior meaning.

3) CSR-Areas
20 of the 21 answering companies (95.3 %) stated that the enterprise is involved in the es-
sentials in the social area, 13 companies (61.9 %) confirmed to be involved in the cultural
area and 13 companies (61.9 %) stated again to engage in the ecological area. 9 companies
(42.8 %) are - at one time - involved in the social, ecological and cultural spheres.

4) Kind of CSR
The contribution to CSR consits for 15 of the 21 answering companies (71.4 %) in an
engagement in projects like community- or self-help projects. 4 companies (19 %) engage
in donations and 3 of them (14.3 %) practise sponsoring.

5) CSR-Enterprise Success
17 of the 21 answering companies (81 %) confirmed that from their point of view a direct
correlation exists between the social/ecological/cultural engagement and the enterprise
success while 4 companies (19 %) denied this connection.

6) CSR-Staff
To the question “Is there in your enterprise a staff position occupied for Corporate Social
Responsibility” 20 of the answering 21 companies (95.3 %) stated “Yes” while only one
company (4,7 %) misses a staff member with a CSR occupation.

16.3 Results

An empiric confirmation of the hypothesis that there is a positive connection between the
Corporate Social Responsibility and the corporate success would be a confirmation of the
stakeholder theory and would prove that it is necessary for the purposes of the long-term
profit maximisation to operate socially responsibly. Nevertheless, in the course of the empiric
investigation there is still a discussion lead whether CSR activities lead in general to a
deterioration of the corporate success, or whether the companies select their activities in these
areas not enough strategically and are involved so in areas which cause merely expenses to
them without bringing them a competitive advantage.

The survey which was carried out with large German companies in 2007 shows that more
than 95 % of the answering companies are engaged in fields of CSR and more than 80 % of
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these companies believe in a direct correlation exists between the social/ecological/cultural
engagement and the enterprise success.

These survey results may - at first glance - be not considered as a strong proof. On the other
side the impressive engagement of the great majority of large companies in their CSR and
their overweighing belief in the connection to enterprises‘ performance makes very clear for
the author that large companies® interest in CSR in general is not a window-dressing but in
fact a convincing expression of the responsibilies which are firstly recognized and finally
overtaken by companies. So the existing anti-CSR arguments are not able to convince in the
end.

The CSR-movement is part of a process. Companies and their leaders realize that
communities and state authorities are not able to solve all emerging social, environmental and
cultural problems. If these problems remain unsolved they may endager also companies®
existance. So contributions in solving these problems by CSR will also be acts of self-
protection.

In a wider perspective CSR-engagements will improve the company- and brand-image. So
direct or indirect recompensations of CSR by buyers and costumers of these companies are to
be expected. Not every CSR-engagement of companies may be recompensed promptly and
equally, but they are surely not in vain. In future explorations will be necessary to optimize
these engagements for companies as well as for societies.

And there is now so much work, some of it backed by European funded research that shows
the business case for CSR. It shows that the longterm relationships, the extra productivity, the
extra loyalty of staff, of investors, of customers, is actually profitable for the business and the
medium in long run. Research also indicates, that whole economies are more competitive the
more responsible their business is. Companies should engage in CSR, as it may be concluded
by the facts and the figures. So, all of this is part of the approach that is related to the EU
level.

From that some principles could be suggested:

Firstly, the multistakeholderapproach: CSR cannot simply be voluntarily selfregulation by
companies themselves. There has to be an input, a serious and genuine input from others with
an interest. Of course that includes traditionally the trade unions, NGOs, but also communities
in the environs of a plant and others like investors with an interest in the company. Each of
those is a stakeholder. And if genuinely social and environmental performance of the business
is to be affected, working with all of those stakeholders in a genuine spirit of partnership is
the way forward.

Secondly it is important as mechanisms and tools for promoting CSR, what has been sought
to do at the European level, not to invent and reinvent new standards for what Corporate So-
cial Responsibility means. There are many different standards out there that there is no trou-
ble, if a company is seeking to start a CSR initiative to find one that is applicable. Inventing
new standards with no relationship to the agreed multinational, multilateral conventions and
standards at the world level would be a mistake. It would be reinventing standards and it
should be chosen hose not to do it.

At least for larger companies in order to properly and credibly fulfil a CSR strategy for the
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larger companies, it is difficult to argue that there should not be some form of external moni-
toring or verification. Possibly that may be expensive as a whole new CSR industry is almost
growing up about this. But it is very difficult now for a large company simply to declare to its
stakeholders that it is behaving responsible without involving some independent or external
agency and helping it to do so. One point may have to be disputed again. The EU-
Commission argues that CSR represents commitments made by business beyond and above
compliance. And that definition is chosen because what that means is that it can be dismissed
to talk about regulation as part of this. Surely decision makers in Brussels know that compa-
nies do not want new regulation coming from the European Union. This is understandable.

But the definition that says that CSR is only beyond compliance cannot, in the view of the
European Parliament, be sufficient. Because CSR is essentially a voluntaristic process, it is
very difficult to consider a situation where companies voluntarily do a lot of good CSR
things, but at the same time, whether it's at home, in Germany, in Czech Republic or else-
where in the world, do not comply with regulation. Therefore, an alternative definition is to be
found which focuses on companies managing their social, cultural and environmental impacts.

And there is no great secret agenda to impose regulations. So if enterprise managers come
along hoping that they can help prevent that, they have already won. But it should be thought
about having what in the European Parliament is called an approach which depolarises the
CSR debate. If companies insist to stop regulation, NGOs and trade unions insist on regula-
tion, polarising the debate in CSR. But that is not what CSR is about. It's about cooperating,
it's about building partnerships, it's about building trust, it's about building new understand-
ings. So everyone should come to the table, come with an open mind and depolarise the de-
bate. And having a fair and adequate definition is a part of that.

Two more aspects are to be mentioned. What is the public sector role, how can the govern-
ment in countries, the public authorities, the European Union itself through its institutions
support CSR? The primary responsibility lies with companies themselves. But governments
can help of course.

There is one bit of regulation that the European Parliament has consistently supported and
does suggest to the businesses. It's the idea that companies' financial reporting, annually,
should incorporate not simply financial results but social and environmental results as well in
a mandatory fashion, not in a voluntary fashion. It's an idea that started arguably with the new
economic regulations affronts some years ago. It has been adopted in the United Kingdom, as
part of the Companies' Act 2006. And it's now operating in something like six or seven Euro-
pean countries for social reporting.

In European Parliament there are rumours that the Fourth and Seventh Company Law Direc-
tives should be amended so that this becomes a requirement for all companies above a mini-
mum sized threshold yearwide. For the German and the European level that idea may be con-
sidered. In the view of the European Parliament, it's the ultimate appropriate regulation
unleashing voluntary market forces to support and intensify CSR. If only we can have trans-
parency of information, fair and appropriate information, without cost in administration in the
way the reports are produced, then investors, graduates who want to start work with the com-
pany, and customers might be helped. All of those can then make voluntary market based
choices to reward better companies. And therefore there is a strong argument to do this. But
this doesn’t mean strict regulation.
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It can be done more to foster the links between management education and other important
elements of the company in order to make CSR a mainstream part of the next generation of
entrepreneurs and managers. A social dialogue may be encouraged. There are now many, vol-
untary agreements between businesses and trade unions at the European level on areas like
child labour that come into the CSR debate. It's not the only way of doing it, but it's an inter-
esting way.

One can also incentivise the socially responsible investment sector, growing exponentially.
One can discuss the listing rules on companies’ stock exchange. It happens e.g. in South Af-
rica, it's going to happen in Finland. How could the rules be amended here? One can further-
more discuss labelling by working with those like the fair trade movement, the organics
movement as well as the CSR standards like Social Accountability International. One can
have labels that enable consumers to choose more clearly and more transparently where they
want to buy ethically.

One can develop indicators in order to measure CSR involvement within each economy. This
must be separated from new standards. At the European level there is no way to say “good
companies here, bad companies there”. The institution which can be recommended on report-
ing is the Global Reporting Initiative (GRI), which is now adopted by something like 3,000
companies worldwide. Their methodology is not perfect, it's not the only answer, but it's an
credible way.

Green procurement is happening, though could happen more, social procurement is hardly
getting off the ground and more initiatives will be needed there. The Netherlands linked their
procurement some years ago to compliance with the OECD Guidelines for Multinational En-
terprise and now have a policy by 2010 to have 100 % sustainable procurement, they are per-
haps showing the way.

In all these actions the EU level must be not forgotten, but a separate European approach to
CSR is not preferable and it may be suggested that a separate approach to CSR that looks only
inward and doesn't look outward to the whole world leads not to the aim. Many of the compa-
nies are global players. They all do their business in a global market place.

The biggest concerns that there are about corporate responsibility are in the supply chain in
countries with weak governments elsewhere in the world. There can also be done a good job
in the UN system as this is necessary in the EU system. The UN can give a roadmap to busi-
nesses about what can be done in reality to respect human rights.

The UN can give the guidance and clarity to governments including the German government
and other European governments for a much clearer understanding of what states can do to
fulfil their responsibility to respect human rights in relation to enterprises and businesses.

And most of all and most difficult it will come up with some clear guidance about how states
can establish effective mechanisms: When companies for example do not respect human
rights, robust and clear and independent and transparent systems must be established to sanc-
tion them. So the victims have got somewhere to go to hear their complaint, to have it adjudi-
cated.

Now there are exciting moments - e.g. in the current crisis of financial markets worldwide -
for states, businesses and consumers in the world. In Europe, states, economy, major financial
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institutions and - large - companies have the public task to seek the right way in engaging
with these international initiatives, engaging in a dialogue, strengthening the mechanisms and
then taking them and promoting them in our continent.
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19. Present stage of the research

Until now the author has elaborated some empirical findings for his thesis paper25. At present
the questionnaire which was carried out in July/August of 2007 with 50 large companies is
fully analysed and the anthology completed. The author has worked out important coherences
between companies’ Corporate Social Responsibility and the economic process. Furthermore
the author is elaborating another index correlation investigation about the practice of
corporate social responsibility in large companies and its relation to their economic succes.
This analytical study will take a period longer than one year (at least two years up to five
years) as a basis of exploration.

% see achievements in chapter MAIN RESULTS OF THE RESEARCH
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20. ODbject of the research

There are 10 main objects (questions) in author's research:

1. Does corporate social responsibility exist really or is it a ,,fashionable fig leaf*
(Hallo-effect)?

2. What is the concise characteristic of corporate social responsibility?

3. Which implications of corporate social responsibility can be ascertained in the management
of (large) companies, especially in their brand management, in their public relation
management, in their risk management and finally in their value management?

4. Which role plays privatisation for corporate social responsibility?

5. What are the forms of business units or institutions which emerge by privatisation?

6. Which managers are best to promote the aims of corporate social responsibility into the
company culture? Which qualities must effective managers have?

7. Can corporate social responsibility be misused by interested groups?

8. Can corporate social responsibility be measured? Is there a measurable correlation between
economic success and fulfilling corporate social responsibility?

9. Do large companies contribute more to corporate social responsibility than small and
middle-size enterprises do? Is there a difference in quantity as well as in quality?

10. Does corporate social responsibility have an effect for globalisation? May it help to
maintain or regain the social balance in globalising Europe?
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21. Using methods of proceeding

The overall approach of author’s work is mainly marked by induction or inductive reasoning.
The used methods of author’s work besides the studying of scientific, academic literature are:
*Correlation investigations (e.g. stock indexes with supposed CSR-relevant sectors).
This method was used for publication Nr. 2 Index-correlation investigation for Corporate
Social Responsibility®.

*Explorations (especially and intense of one company).

*Questionnaires (survey) of large companies:

In July/August of 2007 the author managed a questionnaire (by post) of 50 large companies

referring to the subject corporate social responsibility. 30 companies (60%) answered to the
questionnaire. 21 companies (42 %) filled out the questionnaire form.

Figure 13 Questionnaire form

Questionnaire to corporate social responsibility in big companies 2007-07-25
Dotaznik o spolecenské odpovédnosti firem ve velkych firmdch

(Please, appropriate marking!)

(Prosim,oznacte podle svého minéni!)

1) Your enterprise has more than 500 employees [_|, more than 1,000 employees [].
1) Vas podnik ma vic nez 500 zaméstnancii [, vic nez 1,000 zaméstnancii [_].

2) The takeover of social responsibility has for your enterprise

very important one ] important one [ ] inferior [_] meaning.
2) Prevzeti socidlni odpovednosti ma pro vas podnik

velmi dilezity [] diilezity [ ] nizsi [_] vyznam.

3) Your enterprise is involved in the essentials in the area:

Social [] Culture [] Ecology [].

3) Vas podnik je zapojen v oblasti:

Socialni [_] kulturni [_] ekologické [_].

4) Describe please in 1-2 sentences the kind, arrangement and amount (budget) of

the engagement and which intention is pursued with it.

4) Popiste, prosim, v 1- 2 vétdach druh, a realizaci zavazku i jehorozpocet a zamer, ktery je jim
sledovan.

5) Does a direct correlation exist in your view between this engagement and the
enterprise success?

Yes [ ] (you may give short explanation) no[].
5) Existuje podle vas kladna korelace mezi timto zavazkem a podnikovym uspéchem?
Ano [] (miizete dat kratkeé vysvétleni) ne

?® see in LIST OF WORKS PUBLISHED, p.98
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6) Is there in your enterprise a staff position occupied for corporate social responsibility

(CSR)?

Yes[ ] (you may give name / accessibility) no[].

6) Je ve vasem podniku organizacni pozice urcena pro spoleenskou odpovédnost (CSR)?
Ano [ (pojmenujte ji /potiebna kvalifikace) ne

7) May your information from this questionnaire be (quoted) for the doctoral thesis?
Yes [] no[].

7) Je moZné vase informace z tohoto dotazniku citovat v doktorské disertaci?

ano [_] ne[ ]

8) According to your meaning, does an interest exist in an evaluation of CSR in your
enterprise?

Yes [ ] no [ ].
8) Existuje podle vas zajem o vyhodnoceni CSR ve vasem podniku?
Ano [_] ne[ ]

Many thanks for your co-operation!
Dékuji za vasi spolupréci!

Martin Schelberg (Doctoral students at Tomas Bata University Zlin)
Martin Schelberg (student doktorského studia na Univerzité Tomase Bati ve Zliné)
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Figure 14 Results of Author’s survey on large German companies in 2007 (embedded image)
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22. Main results of the research

The author's 10 main results of his research are:

1. It is difficult to measure corporate social responsibility, but there are true indicators in
economy which show it e.g. a promising new concept of brand credit - with it the whole brand
management - and notional the stock index in longer periods whereby an index-correlation
investigation, which was carried out by the author (exploration period of one year), didn't
show the supposed correlation between sustainable successfull companies and their economic
success.

2. In the future the companies’ market success will depend increasingly on their fulfilling the
aims of corporate social responsibility.

3. Corporate social responsibility has - as a consequence of the privatisation process - a strong
impact on the forms of business units and other institutions. Global sourcing will be the main
driver for corporate social responsibility and will lead to new business forms (e.g. mass
customization and disintermediation). In the private sector new forms like non government
organisations or non profit organisations (charities, foundations...) will increasingly emerge.

4. Corporate social responsibility shows relevant implications for brand management, public
relations management, risk management and value management of enterprises.

5. Corporate Social Responsibility reflects an essential need of our societies. Business cannot
be without societal purpose. Pure capitalism without being responsible is a deception.
Capitalism doesn’t end in itself, but always needs a justification by societies.

6. There is a need for a new generation of managers with new qualities to make future
business successful. Basically these managers should be full of initiative and show the “Direct
Evaluation Style”, what primarily means that they are decisive in action and decisions, they
like control and dislike inactivity. The ability to contribute to the fulfilling of the aims of
sustainability and corporate social responsibility will be a relevant factor for effective
managers.

7. The social balance in European countries depends on the success of privatisation, global
sourcing embedded in the requirements and the framework of sustainability and corporate
social responsibility.

8. Large companies and big concerns must contribute essentially more than small companies
to fulfill corporate social responsibility.

9. Corporate Social Responsibility needs - to be a successful “movement” in the long term —
obligatory outlines in financial reporting and accounting (e.g. CSR as intangible asset).

10. Corporate Social mustn’t be overregulated by governments or other authorities to enforce
the voluntary power of companies to be responsible.
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23. Gains for science and practice

Why has the author chosen the subject matter?

Corporate social responsibility (CSR) is a consequence of changed environmental conditions
and growing demands on the companies because of failing the states. The CSR discussion,
which in the USA is established for a longer time, takes place for a short time also in Europe.
The author wants to participate in this intense discussion.

What kind of organisations does the author examine?
Large companies in Germany (>500 employees).

Who may be interested in author’s findings?
Research institutes, science foundations, public institutions, companies and enterprises.

What is the methodical approach to work?

This work attempts to trace a content-related and a methodical destination. The content-
related destination is to discover empirical findings about the conversion of sustainability
strategies and the implications for the economic success of companies and the enterprise
management. The methodological destination is to look behind the organisational structure of
big firms and also to look behind conditional dependences between sustainable performance
and economic power on one hand, and on the other, to apply corporate social responsibility
into a company, the enterprise management or even into the economical process of European
countries in the light of globalisation. Besides, the focus of the methodical exploration is
directed to the conversion and manifestation of some sustainability strategies of large
companies.
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Conclusion

In the author's view the question, which needs completing, reads as follows: How attractively
can an European economic and social order, which is not undisputed within an area of
scarcely half billion people itself and therefore does not occur in a profiled and self-conscious
way, become for just under 6 billion non-union members, who do not show a tradition of the
social welfare state?

To take a single example we must ask ourselves: Is a model of provision for old age desirable,
which only disposes of employable people at sixty into so mentioned social networks? Can
the ageing European societies afford to abandon the enormous potentials of the experienced
elder generations? And is a model of provision for old age desirable, which mainly puts
people at eighty into care or nursing homes, where they are precisely not socially integrated
any more?

The actual financial crisis of major financial institutions show that pure capitalism and free
markets without responsibilities lead to unwanted exaggerations and damages for societies.
For the author no doubt exists that Europe has the potential to occur the system competition
with its own model. To such a model however demands are to be made, if it is to win
persuasive power in the new play of the global forces at economic, political and cultural level.
First of all it must be formed clearly, so that it is procurable to others. It must be consistent
secondly in its configuration. The thesis of several equally suitable models in the system
competition refers expressly to the fact that single elements from different systems cannot be
transferred unchecked into the context of other systems, because they then do not fit into the
configuration of the other co-ordinated elements and relationships. To this effect a partial
assumption for example of American system components usually is counter-productive.
Furthermore an European model must be so far elaborated that it does not show larger internal
differences than differences to other models. Finally it must take into account the radical
change character of the turn of the millennium and the following century. Globalisation and
digital interconnection often have been wrongly estimated and overloaded with exaggerated
prognoses; however beyond question, transformation forces are strong. An European
economic and social order therefore cannot be limited to the defence of a transaction costs-
intensive social architecture, which was suitable for societies in the industrial age. However
Europe with its experience and sensitivity for social architectures is able to bring out social
innovation. An European comprehension of corporate social responsibility could form a
component which on one hand builds upon ideas basis approved in the past, nevertheless on
the other hand it takes into account the unavoidable change of the actual European economic
and society model and thereby might give direction to this change. The questionnaire which
the author carried out in 50 large companies shows the necessity which forces, beside the
retracting states, especially large companies to carry on their shoulders responsibility for
social, ecological and economic tasks and the needs of the population and it also shows the
preparedness of the European economy to come up to these expectations. The social balance
in European countries depends on the success of privatisation, global sourcing embedded in
the requirements and the framework of sustainability and corporate social responsibility.
Large companies and big concerns must contribute essentially more than small companies to
fulfil corporate social responsibility. Corporate Social Responsibility needs - to be a
successful “movement” in the long term — obligatory outlines in financial reporting and
accounting . Corporate Social mustn’t be overregulated by governments or other authorities to
enforce the voluntary power of companies to be responsible.
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