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1 Introduction to Corporate Social Responsibility 
 

Alan S. Gutterman 
 

Corporate social responsibility, or “CSR”, in the United States has its roots in the 

sustainability movement that began in the early 1960s, when environmentalists first 

raised concerns about the use of chemical pesticides by the general public and large 

corporations.  By the end of that decade, environmental awareness campaigns and 

conferences had placed the topic squarely on to national public and political agendas and 

the federal government formed regulatory bodies such as the Environmental Protection 

Agency and funded extensive research on the effects of chlorofluorocarbons, volatile 

organic compounds, nitrous oxide, carbon dioxide, and deforestation on the 

environment.
1
  However, even as these activities were occurring the practices of 

environmental and social sustainability were still considered to be threats to economic 

sustainability until 1987, when the World Commission on Environment and Development 

issued a report titled Our Common Future that was to serve as the foundation for the 

argument that environmental and social health positively impacted economic health, thus 

encouraging sustainable development that was ultimately in the best long-term interests 

of businesses and all members of society.
2
 

 

Beginning in the 1990s, a new economic theory of the firm, the “corporate community 

model”, put stakeholders at the center of corporate strategy.  Masuku explained: “... the 

organization is viewed as a socioeconomic system where stakeholders are recognized as 

partners who create value through collaborative problem solving. It is the role of the 

organization to integrate the economic resources, political support, and special 

knowledge each stakeholder offers ‘not to do well’, but because it provides a competitive 

advantage.”3
  Throughout the 1990s, CSR became more international in scope, but was 

typically reactive in nature and often a response to negative publicity. During this time, a 

holistic, triple-bottom-line accounting framework of sustainability also began to emerge. 

Since the 2000s, CSR has grown increasingly strategic, and a broader concept of 

sustainability has gained ground.  Public pressure to address negative corporate 

externalities, and pressing social, economic, and environmental issues has driven the 

evolution of these practices. Over time, they have blurred the lines between the public, 

private, and civil sectors, and redefined traditional roles and structures in the process.
4
  In 

addition, as time has gone by, CSR has become recognized as “[a] business strategy to 

make the ultimate goals of corporations more achievable as well as more transparent, 
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2 
demonstrate responsibility towards communities and the environment and take the 

interests of groups such as employees and consumers into account when making long-

term business decisions.”5
  Another important driver of CSR has been the surge in 

interest of interest in corporate sustainability practices of their portfolio companies.
6
 

 

The emergence of CSR also reflects the recognition and acceptance that businesses are 

“open systems” and that most of what companies do generate both benefits and costs for 

societies, which means that businesses should assume certain duties and obligations, in 

addition to their financial interests, to protect and benefit other members of society and 

refrain from taking actions that could harm them.  Companies have seen their reputations 

tarnished and their stock prices tumble in the wake of disclosures of a wide range of 

unethical and socially irresponsible activities including insider trading, fraudulent 

accounting, exploitative labor practices in their manufacturing facilities in developing 

countries, abuse of the environment and predatory pricing practices.  Activities of this 

type have been going on for a long time; however, it would appear that accelerated 

competition and globalization has increased the pressure on managers and made it more 

difficult for them to take the time necessary to carefully weigh their decisions about how 

to behave.  More and more, managers act out of expediency rather than ethical judgment.  

At the same time, scrutiny of companies and the decisions and actions of their managers 

has increased as regulators and activists have advanced investigative and communication 

tools in their hands to learn more about what companies do and quickly disseminate 

information into the marketplace.  These same stakeholders have also mobilized to 

develop new global standards for corporate ethics and social responsibility that have 

begun to change the way that companies conduct their business operations. 

 

The influence that businesses have within society has also led to calls for companies to be 

proactively involved in addressing and solving environmental and societal problems.  

One commentator observed that, in general, companies have taken one of three 

approaches to social responsibility: resistance, which has included actively fighting to 

eliminate, delay or significantly reduce the imposition of socially responsible duties on 

their operations; reactive, which means waiting for duties to be imposed and then 

evaluating alternative means for complying with those duties; and proactive anticipation, 

meaning proactive communication with interested stakeholders (i.e., those persons and 

entities that have an interest in or who are affected by how a business conducts its 

operations) before duties are imposed externally to learn and understand their needs and 

collaborate with them to find ways to assist them in a manner that is consistent with the 

business’ own goals and objectives.
7
  In a similar vein, Kelly et al. observed that 

approaches to social responsibility taken by businesses appeared to fall within three broad 

categories: no contributions (i.e., companies that do not recognize an obligation to society 

and do only what is legally required); responsible contributions (i.e., companies that 
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3 
choose to respond on a case-by-case basis to market requests for contributions); and 

proactive contributions (i.e., companies that proactively integrate social responsibility 

into their strategic plans and make contributions a part of the business goals).
8
 

 

A company’s position with respect to social responsibility depends on its values, mission, 

resources and management philosophy, and the record on social responsibility for many 

companies is actually a mix of the various approaches describe above, often combined 

with actions that not only make no social contribution but which actually appear to be 

intentional or unintentional statements to their stakeholders that they don’t really care 

about whether or not an act is socially responsible or not.  Kelly et al. offered a list of 

corporate actions that illustrate the wide range of behaviors in the marketplace
9
: 

 

 A major consumer products company introduced a line of “99% natural” cleaning 

products, earning the endorsement of the Sierra Club and the right to affix the Sierra 

Club logo on the products.  The company committed to make an annual contribution 

to the Sierra Club based on a percentage of the sales of the new product. 

 A large food processing company donated a significant percentage of its profits to 

charity; however, it remained subject to allegations of unethical and socially 

irresponsible actions including unfair business practices (e.g., controversies regarding 

the way that they raised chickens) and unsavory labor and environmental practices. 

 A large food and beverage company decided to stop advertising unhealthy, albeit 

highly profitable, food products to young children in recognition of growing concerns 

about childhood obesity.  The company also planned to eliminate in-school marketing 

and remove certain unhealthy snacks from school vending machines. 

 Enron and Arthur Andersen, both of which were once considered to be exemplary 

companies, stumbled and disappeared under the weight of massive accounting frauds 

at Enron that Arthur Andersen helped to cover up.  The aftermath was massive 

financial losses for small investors and permanent career disruption for employees of 

both firms who lost their jobs and were saddled with a black mark on their resumes 

for their affiliation, albeit innocent, with these corporate pariahs. 

 One of the largest global banks received a substantially amount of taxpayer bailout 

funds and then turned around and sponsored a large marketing and entertainment 

event at the Super Bowl.  While the bank defended its actions as necessary and 

appropriate for future growth, critics took the bank to task for wasting public funds 

and overall insensitivity about how its actions would be perceived during a period of 

intense financial unease among ordinary citizens. 

 In spite of a clear record of significant levels of defects in some of its most popular 

models, a global automobile maker delayed admitting problems for months and 

resisted taking remedial measures.  In fact, even when the company finally announced 

a recall it did not halt new sales of recalled models until five days later.  Analysts not 

only criticized the company’s response but also speculated that the company knew 

about the defects even before the cars were put on the road and went ahead anyway. 
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Simply put, social responsibility can be seen as an organization acting as a “good 

corporate citizen”; however, while the definitions seem simple and straightforward the 

reality is that social responsibility covers a wide range of actions and situations and there 

is no universal consensus about which actions improve societal welfare.  Moreover, 

determining whether a particular action is “socially responsible” raises a variety of 

economic, ethical, environmental and legal considerations, many of which may be in 

conflict.  For example, bankruptcy is a legally sanctioned process for avoiding payment 

of financial obligations to suppliers and others in many countries; however, when a 

company goes bankrupt it often leaves its creditors struggling to survive because they can 

no longer count on the revenues they had hoped to receive from the debtor to pay their 

employees, invest in new equipment and provide their shareholders with a fair return on 

their investment.  Intense competition between businesses is also encouraged by antitrust 

laws, but competition creates winners and losers and often drives good companies 

offering products that consumers want out of business.  

 

CSR Definitions and Conceptualizations 

 

A number of different names are commonly used during discussions of the environmental 

and social responsibility of businesses including corporate responsibility, corporate 

accountability, corporate ethics, corporate citizenship or stewardship, corporate 

philanthropy, corporate giving, responsible entrepreneurship, the “triple bottom line”, 

responsible competitiveness, corporate sustainability, corporate community involvement, 

community relations, community affairs, community development, global citizenship and 

corporate societal marketing.
10

  One of the most cited definitions of CSR, which goes 

back to the early years of scholarly work on the subject, has been Carroll’s statement in 

1979 that “the social responsibility of business encompasses the economic, legal, ethical, 

and discretionary expectations that society has of organizations at a given point in 

time”.
11

  Carroll’s model of CSR suggested that there were four primary criterion that 

should be used in evaluating organizational commitment and performance with regard to 

CSR: economic (jobs, wages, services), legal (legal compliance and playing by the rules 

of the game), ethical (being moral and “doing what is just, right, and fair”) and 

discretionary (optional philanthropic contributions) responsibilities.
12

   

                                                           
10

 P. Hohnen (Author) and J. Potts (Editor), Corporate Social Responsibility: An Implementation Guide for 

Business (Winnipeg CAN: International Institute for Sustainable Development, 2007), 4; and P. Kotler and 

N. Lee, Corporate Social Responsibility: doing the most good for your company and your cause (Hoboken, 

N.J.: Wiley, 2005) (discussed in F. Maon, V. Swaen and A. Lindgreen, Mainstreaming the Corporate 

Responsibility Agenda: A Change Model Grounded in Theory and Practice (IAG- Louvain School of 

Management Working Paper, 2008), 6). 
11

 I. Montiel, “Corporate Social Responsibility and Corporate Sustainability: Separate Pasts, Common 
Features”, Organization and Environment, 21(3) (September 2008), 245, 252 (citing A.B. Carroll, “A three-

dimensional conceptual model of corporate performance”, Academy of Management Review, 4(4) (1979), 
497, 500). 
12

 R. Daft and D. Marcic, Understanding Management (5
th

 Edition) (Mason, OH: South-Western Publishing 

Co., 2006), 137-139 (citing A. Carroll, “A Three-Dimensional Conceptual Model of Corporate 

Performance,” Academy of Management Review 4 (1979), 499; and “The Pyramid of Corporate Social 



Introduction to Corporate Social Responsibility 

Copyright © 2020 by Alan S. Gutterman.  Information about the author, the Sustainable Entrepreneurship 

Project (seproject.org) and permitted uses of this Work appears at the end of this Work. 

 

5 
 

A Green Paper published by the European Commission in 2001 defined CSR as “a 

concept whereby companies integrate social and environmental concerns in their business 

operations and in their interactions with their stakeholders on a voluntary basis”13
 and a 

subsequent publication supported by the European Union noted that CSR was 

demonstrated by companies when they voluntarily integrate behaviors and principles into 

their business operations in ways that meet, or even exceed, stakeholders’ expectations 

with regard to society and the environment.
14

  The World Business Council for 

Sustainable Development defined CSR as “the continuing commitment by business to 

behave ethically and contribute to economic development while improving the quality of 

life of the workforce and their families as well as of the local community and society at 

large.”15
  The ISO 26000 standard for corporate responsibility, which was developed in 

2010 by the International Standards Organization, defined “social responsibility” as “the 

responsibility of an organization for the impacts of its decisions and activities on society 

and the environment, through transparent and ethical behavior that contributes to 

sustainable development, including health and the welfare of society, takes into account 

the expectations of stakeholders, is in compliance with applicable laws and with 

international norms of behavior, and is integrated throughout the organization and 

practiced in its relationships.” 

 

The foundational concept among the various CSR definitions identified by Montiel was 

that a business had an ethical obligation to evaluate the effects of its decisions and actions 

on the whole social system.
16

  Many of the earlier definitions also emphasized that CSR 

meant balancing profitable production to meet the requirements of stockholders and the 

needs of the many other stakeholders affected by the firm’s activities (e.g., employees, 

consumers and society in general).  Some of the definitions described by Montiel touched 

on the tools and practices necessary for conceptualizing CSR within the organization.  

For example, businesses need to incorporate CSR as an integral part of their values and 

norms by explicitly including environmental and social responsibility, ethical behavior 

and transparent governance in their mission statements and codes of conduct.  CSR 

should also be included in all relevant organizational processes and businesses should 

launch and maintain programs and activities aimed at implementing CSR principles 

and/or addressing specific stakeholder issues. Notably missing from earlier definitions 

and conceptualizations of CSR were references to adherence to voluntary CSR standards, 

CSR reporting and communications and CSR as an opportunity for product and/or 

process innovation.   
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6 
It should be noted that as time has passed since the concept of CSR first emerged, 

companies have evolved from seeing it as discretionary and voluntary to an 

understanding that businesses are now expected to integrate environmental and social 

responsibility as a process based, sustained commitment without defined boundaries that 

is to be directed towards all stakeholders.  Marsden emphasized that “CSR is not an 

optional add-on nor is it an act of philanthropy. A socially responsible corporation is one 

that runs a profitable business that takes account of all the positive and negative 

environmental, social and economic effects it has on society.”17
  Andersen’s definition of 

CSR was also based on a broader societal approach that called for firms to extend “the 

immediate interest from oneself to include one’s fellow citizens and the society one is 

living in and is a part of today, acting with respect for the future generation and nature”.
18

   

 

Garriga and Mele´ reviewed the literature on CSR theories and suggested that it was 

possible and useful to create a classification of those theories into four groups 

(instrumental, political, integrative and ethical) based on the perspective of how the 

interaction phenomena between business and society are focused.
19

  They concluded that 

most of the theories focused on four main aspects: “(1) meeting objectives that produce 

long-term profits, (2) using business power in a responsible way, (3) integrating social 

demands and (4) contributing to a good society by doing what is ethically correct”.
20

  

Embedded in all of this are a number of duties and ideas that are finding their way into a 

new kind of corporate governance framework including long-termism, stakeholder 

engagement, transparency and disclosure, responsible consumption of natural resources, 

fair dealings with workers and consumers and attention to the needs of local communities 

and society as a whole. 

 

Rahim summed up the results of his survey of definitions and conceptions of CSR by first 

acknowledging that there was no conclusive definition of CSR and that it could have 

different meanings to different people and different organizations as an ever-growing, 

multifaceted concept, but then going on to argue that the concept of CSR was becoming 

consistent and converging on two points: companies must consider the social, 

environmental, and economic impacts of their operations and must be responsive to the 

needs and expectations of their stakeholders.  According to Rahim, CSR must be, and 

was becoming, an integral element of business strategy that provided a path for 

companies on how they should deliver their products or services to the market and a 

means for companies to maintain the legitimacy of their actions in wider society by 
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7 
bringing stakeholder concerns to the foreground and emphasizing concern for social 

needs and actions that go beyond philanthropy.
21

 

 

CSR Drivers 

 

Businesses can no longer afford to ignore CSR given the emphasis that various 

stakeholders are placing on the environmental and social impacts of a company’s 

operations, and business gurus such as Porter have cautioned businesses that the costs of 

failing to pay attention to corporate citizenship are too high and that they must identify 

and implement ways in which they can leverage their unique capabilities to both support 

social causes and enhance their competitive advantage at the same time.
22

  Porter, along 

with others such as McWilliams and Segal, has also maintained that companies should 

use CSR initiatives as part of their business strategies to promote competitive advantage 

and, in fact, a large percentage of Global 250 firms have explicitly identified issues such 

as climate change and material resource scarcity as opportunities for the development of 

new products and services.
23

   

 

According to Willard, the spike in attention to CSR was driven during the early 2000s by 

a combination of “mega-issues” (e.g., climate change, pollution/health, the “energy 

crunch” and erosion of trust and desire for transparency) and demands from emerging 

stakeholder groups included “green" consumers, activist shareholders, civil society/non-

governmental organizations (“NGOs”), governments and regulators and the financial 

sector.
24

  Since then the list of critical environmental and social issues with potential 

impacts on businesses and society in general has expanded to include price increases and 

volatility, new regulations, changes in consumer preferences, resource constraints on 

production, cybersecurity risks, protectionist pressures, ethical challenges associated with 

the Fourth Industrial Revolution and a collapse in the norms and institutions towards 

which the world’s major powers might converge in order to peacefully address 

geopolitical disputes.
25

  At the same time, companies around the world were being 
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8 
motivated to engage in CSR for various competitive reasons including economic 

considerations, ethical considerations, innovation and learning, employee motivation, risk 

management or risk reduction, access to capital or increased shareholder value, reputation 

or brand, market position or share, strengthened supplier relationships and cost savings.
26

   

 

Hohnen and Potts noted that CSR has been one of several responses to pressures for 

attention to the need for sustainable development and that interest in CSR has been driven 

by a variety of factors and influences including accelerated globalization, which has met 

greater reliance on global supply chains and accompanying concerns about working 

conditions in developing countries; corporate scandals, which have actually been the 

catalyst for the compacts, declarations, guidelines, principles and other instruments 

developed by intergovernmental bodies such as the United Nations, the Organisation for 

Economic Co-operation and Development and the International Labour Organization that 

have become the standards for CSR initiatives, governance and acceptable business 

conduct; growing recognition of corporate sector impact and the corresponding need to 

hold businesses accountable for the impact of their actions on stakeholders; and advances 

in communications technology that have both made it easier for activists and other 

stakeholders to track and critique corporate activities and for businesses to engage in 

more positive and open relationships with stakeholders.
27

 

 

Aligning Governmental and Business Roles on Environmental and Social Issues 

 

The traditional role of business has been to focus primarily, if not exclusively, on 

financial performance and creating economic value for the investors that provided capital 

to launch, operate and grow the business.  Recognition of CSR assumes that companies 

will become involved in areas that have generally been considered to be the province of 

governments and this has, not surprisingly, led to conflicts and misunderstandings that 

can only be addressed by attempting to draw clearer distinctions between the roles of 

companies and governments.  Governments influence the environment and society 

through the laws and policies that they adopt and the manner in which they actually 

interpret and enforce those laws and policies.  Environmental and social activists have 

been particularly critical of what they perceive as being “gaps” or failures of 

governmental action, particularly with respect to enforcement of whatever legal 

framework has been established, and have been turning to companies to step in where the 

state has been unable or unwilling.
28
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9 
In 2017, researchers from the MIT Sloan Management Review and The Boston 

Consulting Group observed that relying only on government fiat to address sustainability 

issues such as climate change, water scarcity, depletion of natural resources and workers’ 
rights would be insufficient, and that proactive action from the private sector had 

become, and would remain, fundamental to realizing a sustainable future.
29

  The 

pressures for stronger and more rapid movement toward corporate sustainability were 

being exacerbated by shifting public attitudes toward government regulation caused by an 

upsurge in the popularity of populist and anti-regulatory leaders, growing distrust of 

governmental institutions and denial of climate change among some political leaders.
30

  

For example, in the US a wave of deregulation is occurring (e.g., reducing protections for 

clean water and restrictions on coal mining activities), tempting executives to abandon 

sustainability in pursuit of returning short-term profit opportunities caused by easing of 

government-imposed environmental and social restrictions. 

 

It is true that there are environmental and social issues for which companies are 

particularly well placed to provide innovative solutions that are not feasible for 

governmental agencies, particularly when a problem fits within the unique technological 

and other competitive advantages that a company has appropriated through its day-to-day 

business activities.  However, conflicts between the perceived and actual role of 

companies and governments are problematic for several reasons.  First, they can 

undermine the status of laws and regulations and the enforcement duties of governmental 

officials.  Second, particularly important for companies, it can create unrealistic and 

unattainable expectations among stakeholders regarding what businesses can reasonably 

achieve in addressing a particular environmental or social issue.  In fact, companies have 

often been criticized for not delivering results with respect to their CSR projects at levels 

expected by stakeholders even though the projects had a significant impact.  Third, taking 

on too much of the responsibilities of the state through CSR creates a risk to the 

economic sustainability of companies and diverts their attention and resources from the 

important and ongoing role of creating jobs, products and services and wealth that owners 

can use to better their lives and distribute into the broader economy.
31

 

 

One attempt at drawing the lines that can clearly distinguish the roles of governments, 

businesses and other stakeholders with respect to addressing the issues that are the focus 

of CSR activities is the “protect, respect and remedy” framework adopted by the UN 

Human Rights Council in 2008.  The framework is based on the following fundamental 

assumptions: it is the duty of the State to protect against human rights infringements; it is 

the responsibility of enterprises to respect human rights as specified in the relevant 

national legislation and to establish the necessary management structures to this end; and 

legislative and non-legislative complaint mechanisms need to be developed and 

strengthened in order to improve redress for human rights infringements committed by 
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10 
enterprises.  While the framework focuses primarily on human rights, it can be applied to 

other CSR topics, and the principal point is that enterprises can enhance actions by the 

State and complement the activities of the State, but there are certain roles and 

responsibilities as to which enterprises should not and cannot replace the State.  For 

example, the implementation and enforcement of fundamental environmental and social 

standards cannot be delegated to companies and the State must create and maintain stable 

and predictable political and legal systems alongside a climate conducive to economic 

and social progress.  Similarly, while many companies participate in projects targeting 

improvement of education and health conditions in their local communities, 

fundamentally it is the State’s non-delegable responsibility to make the major 

investments in the education and social well-being of its citizens.
32

 

 

Legal and Regulatory Considerations 

 

Regardless of the reasons for implementing a CSR initiative, there are certain legal and 

regulatory issues and trends that should be considered since national, state and local 

governments in countries all over the world have already adopted a wide range of laws 

and regulation relating to key stakeholders other than shareholders including workers, 

consumers and the environment.  For example, in today’s business world, all companies, 

regardless of their size, business model and scope of activities, are required to understand 

and comply with a plethora of laws and regulations relating to employment (e.g., 

harassment, discrimination and immigration laws); antitrust and unfair competition; 

consumer transactions including product health and safety standards; environmental 

impacts of operations and product usage; health and safety; privacy and data security; and 

conflicts of interest, working with government officials, lobbying and political activities 

(e.g., contributions).  In addition, there is a noticeable rise in new laws and regulations 

relating to topics that are typically associated with CSR initiatives such as requiring 

publicly-listed companies to make public disclosures on environmental and social 

responsibility performance; expanding directors’ fiduciary duties and corporate 

governance disclosure requirements to include taking into account environmental, social 

and governance issues; and tightening prohibitions on bribery of public officials.
33

 

 

Beyond the Law: Voluntary CSR Standards and Initiatives 

_______________ 

 

Compliance with laws and regulations is a starting point for becoming a socially 

responsible company, not only because the legal standards are generally 

instructive minimum guidelines, but also because failure to adhere to laws and 

regulations will bring adverse public attention to the company and undermine any 

other efforts that the company might be making to be perceived as a socially 

responsible actor.  However, it should not be forgotten that laws are often at best 

minimum standards of socially responsible and ethical behavior and that the scope 
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11 
of the commitments and activities associated with any CSR initiative can be 

daunting and normally extend well “beyond the law” to include a wide range of 

emerging voluntary standards that address issues in diverse subjects such as 

corporate governance and ethics; environmental stewardship; human rights 

(including core labor rights); sustainable development; community involvement, 

development and investment; transparency and performance reporting; and 

supplier relations, for both domestic and international supply chains.  The 

principal points of reference for companies looking to develop their own goals 

and principles for responsible action include the UN Global Compact and Guiding 

Principles on Business and Human Rights, the OECD Guidelines for 

Multinational Enterprises, the ISO 26000 Guidance Standard on Social 

Responsibility, and the ILO Tripartite Declaration of Principles concerning 

Multinational Enterprises and Social Policy. 

_______________ 

 

Compliance with laws and regulations is a starting point for becoming a socially 

responsible company, not only because the legal standards are generally instructive 

minimum guidelines, but also because failure to adhere to laws and regulations will bring 

adverse public attention to the company and undermine any other efforts that the 

company might be making to be perceived as a socially responsible actor.  However, it 

should not be forgotten that laws are often at best minimum standards of socially 

responsible and ethical behavior and that the scope of the commitments and activities 

associated with any CSR initiative can be daunting and normally extend well “beyond the 

law” to include corporate governance and ethics; public health and safety; environmental 

stewardship; human rights (including core labor rights); sustainable development; 

working conditions (including safety and health, hours of work, wages); industrial 

relations; community involvement, development and investment; involvement of and 

respect for diverse cultures and disadvantaged peoples; corporate philanthropy and 

employee volunteering; consumer issues, customer satisfaction and adherence to 

principles of fair competition; anti-bribery and anti-corruption measures; accountability, 

transparency and performance reporting; and supplier relations, for both domestic and 

international supply chains.
34

 

 

Williams noted that since the late 1990s there has been a proliferation of transnational, 

voluntary standards for what constitutes responsible corporate action, including standards 

have been developed by states; public/private partnerships; multi-stakeholder negotiation 

processes; industries and companies; institutional investors; functional groups such as 

accountancy firms and social assurance consulting groups; NGOs; and non-financial 

ratings agencies.
35

  Notable multi-sector standards initiatives have included Social 

Accountability 8000 and the Ethical Trading Institute, and influential multilateral 

initiatives have included the OECD’s Guidelines for Multinational Enterprises, the ISO 
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12 
26,000 Corporate Responsibility standards, the UN Global Compact and the “Protect, 

Respect and Remedy” framework in the UN’s Guiding Principles on Business and 

Human Rights that articulates the human rights responsibilities of states and companies.
36

 

 

According to Williams, most of the corporate responsibility standards are voluntary, 

although India passed legislation in 2014 that required companies to establish a corporate 

responsibility committee at the board level and contribute 2% of net profits to corporate 

responsibility initiatives.
37

  It should not be forgotten, however, that many of the topics 

generally included within the general subject of CSR have been addressed to some degree 

in domestic regulations covering labor rights, environmental and consumer protection, 

anti-discrimination and anti-bribery.  Countries vary in the degree to which regulatory 

standards relating to corporate responsibility are relied upon and Williams noted that 

empirical evidence suggested that the underlying regulatory standards effectively shape 

the sustainability culture within countries, and have both a strong effect on how 

companies handle corporate responsibility issues and a strong effect on the 

sustainability.
38

  For example, Williams pointed out that Matten and Moon have argued 

that “in countries with stakeholder corporate governance systems and more expansive 

social welfare arrangements, corporate responsibility is ‘implicit’ in doing business 

according to law, so companies do not need to be as “explicit” about taking on social 

responsibilities, as do leading companies in more shareholder-oriented countries”.
39

 

 

While there a large number and wide range of instruments and frameworks that 

companies can use as guides for developing their own goals and principles for 

responsible action, the principal points of reference are the United Nations Global 

Compact (“UN Global Compact”), the United Nations Guiding Principles on Business 

and Human Rights (“UN Guiding Principles”), the OECD Guidelines for Multinational 

Enterprises (“OECD Guidelines”) the ISO 26000 Guidance Standard on Social 

Responsibility (“ISO 26000”) and the International Labour Organization Tripartite 

Declaration of Principles concerning Multinational Enterprises and Social Policy (“ILO 

MNE Declaration”).  In fact, in 2011 the European Union Commission invited all large 

European enterprises to make a commitment by 2014 to take into account at least one of 

the principles and guidelines among the UN Global Compact, the OECD Guidelines or 

ISO 26000 when developing their approach to CSR; all European based multinationals to 

commit by 2014 to respect the ILO MNE Declaration; and all European enterprises to 

meet their corporate responsibilities to respect human rights as defined in the UN 

Guiding Principles.  While companies may publicly commit to supporting one or more of 
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13 
these principles and guidelines, as well as others not mentioned above, they do not 

explicitly build their activities on such reference points but instead implement them 

through their specific CSR engagements and activities including their internal operations 

and their relationships with business partners in their value chains.
40

  

 

UN Global Compact 

 

The United Nations Global Compact (https://www.unglobalcompact.org/) is a voluntary 

initiative launched in 1999 under the inspiration of former UN Secretary-General Kofi 

Annan that is based on CEO commitments to implement universal sustainability 

principles and to take steps to support United Nations goals.  By encouraging companies 

to operate responsibly and take strategic actions that support society, the Global Compact 

works to ensure that business activity adds value not only to the bottom-line, but also to 

people, communities and the planet.  At the same time, businesses can help to improve 

the social and environmental framework that is necessary in order for them to have 

continued access to the open and free markets needed for their economic success.  The 

Global Compact is based on the proposition that companies should take a comprehensive 

approach to sustainability and must operate responsibly in alignment with universal 

principles, take strategic actions that support the society around them, commit to 

sustainability at the highest level, report annually on their efforts and engage locally 

where they have a presence.   

 

The UN Global Compact encompasses ten principles which were derived from standards 

in four areas: human rights (the Universal Declaration of Human Rights, labor 

(the International Labour Organization’s Declaration on Fundamental Principles and 

Rights at Work), the environment (the Rio Declaration on Environment and 

Development) and corruption (the United Nations Convention Against Corruption).  A 

European Union publication has explained that the Global Compact is not a legal 

instrument; it is aspirational, and that companies who become signatories to the Global 

Compact do so in order to make a public commitment that they are prepared to work 

towards the achievement of the Global Compact’s objectives by making the ten principles 

an integral part of their business strategies and day-to-day operations.  Signatories to the 

Global Compact have opportunities to engage in the exchange of information on 

initiatives undertaken in the course of the promotion of the principles, thus allowing the 

Global Compact to serve as a “learning model”.  Signatories can also develop networks at 

regional, national and sectoral levels to engage in dialogue, learning and projects that suit 

local contexts.  However, being a signatory to the Global Compact requires 

accountability and signatories must commit to issuing an annual Communication on 

Progress (“COP”), which is a public disclosure to stakeholders (e.g. investors, consumers, 

civil society, governments, etc.) on progress made in implementing the ten principles, and 
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14 
in supporting broader UN development goals.  If a signatory fails to communicate its 

progress by the deadline, it will be listed as "non-communicating" on the UN Global 

Compact website. If a further year passes without the submission of a COP, the company 

will be expelled.  The Compact reserves the right to publish the names of companies that 

have been expelled for failure to comply with this requirement.
41

 

 

As of the end of 2018, there were over 13,000 signatories to the UN Global Compact in 

170 countries, both developed and developing, representing nearly every sector and size, 

making it the world’s most popular multi-stakeholder CSR initiative.  While businesses 

were and remain the primary focus of the initiative, the Global Compact, which has its 

office in New York, has attracted support and involvement from a variety of non-business 

participants including trade unions and a number of human rights and environmental 

NGOs that are willing and able to bring their expertise and experience to the Compact, 

enhance its learning focus and thereby enhance the development of good practices.
42

 

 

UN Guiding Principles 

 

A series of international human rights treaties and other instruments that have been 

adopted since 1945 have expanded the body of international human rights law.  Of note 

for business enterprises are the "Guiding Principles on Business and Human Rights: 

Implementing the United Nations ‘Protect, Respect and Remedy’ Framework” (“Guiding 

Principles”), which were developed by the Special Representative of the Secretary-

General on the issue of human rights and transnational corporations and other business 

enterprises after extensive consultation and were endorsed by the Human Rights Council 

in its resolution 17/4 of 16 June 2011.  The Guiding Principles were not intended to 

impose new legal obligations on business, or change the nature of existing human rights 

instruments, instead their aim is to articulate what these established instruments mean, for 

both States and companies, and to address the gap between law and practice.
43

  The 

Guiding Principles are organized into three parts, each of which represents an important 

general principle underlying the “protect-respect-remedy” framework that was endorsed 

by the UN Human Rights Council in 2008: all states have existing obligations to respect, 

protect and fulfil human rights and fundamental freedoms; business enterprises, both 

transnational and others, regardless of their size, sector, location, ownership and 

structure, have a role as specialized organs of society performing specialized functions 

and are required to comply with all applicable laws and to respect human rights; and the 

need for rights and obligations to be matched to appropriate and effective remedies when 

breached
44
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15 
As for business enterprises, the Guiding Principles are clear about their responsibilities to 

respect all internationally recognized human rights including, at a minimum, as those 

expressed in the International Bill of Human Rights and the principles concerning 

fundamental rights set out in the International Labour Organization’s Declaration on 

Fundamental Principles and Rights at Work.
45

  The responsibility to respect human rights 

requires that business enterprises avoid causing or contributing to adverse human rights 

impacts through their own activities, and address such impacts when they occur; and seek 

to prevent or mitigate adverse human rights impacts that are directly linked to their 

operations, products or services by their business relationships, even if they have not 

contributed to those impacts.  In order to meet their responsibility to respect human 

rights, business enterprises should have in place policies and processes appropriate to 

their size and circumstances, including a policy commitment to meet their responsibility 

to respect human rights; a human rights due diligence process to identify, prevent, 

mitigate and account for how they address their impacts on human rights; and processes 

to enable the remediation of any adverse human rights impacts they cause or to which 

they contribute. 

 

OECD Guidelines 

 

The OECD Guidelines for Multinational Enterprises (http://mneguidelines.oecd.org/) are 

the most comprehensive set of government-backed recommendations on responsible 

business conduct in existence today. The governments adhering to the Guidelines, all 34 

OECD countries and 12 non-OECD countries, aim to encourage and maximize the 

positive impact multinational enterprises (“MNEs”) can make to sustainable development 

and enduring social progress.  The Guidelines were first adopted in 1976 and have been 

reviewed 5 times since then to ensure that they remain a leading tool to promote 

responsible business conduct in the changing landscape of the global economy.  The most 

recent update in 2011 took place with the active participation of business, labor, non-

governmental organizations (“NGOs”), non-adhering countries and international 

organizations. The Guidelines are part of the OECD Declaration and Decisions on 

International Investment and Multinational Enterprises, and provide voluntary principles 

and standards for responsible business conduct by MNEs in areas such as employment 

and industrial relations, human rights, environment, information disclosure, combating 

bribery, consumer interests, science and technology, competition, and taxation.   

 

The OECD Guidelines are voluntary; however, observance of the OECD Guidelines by 

MNEs is generally expected and governments adhering to the OECD Guidelines are 

required to set up a National Contact Point (“NCP”) whose main role is to further the 

effectiveness of the OECD Guidelines by undertaking promotional activities, handling 

enquiries, and contributing to the resolution of issues that may arise from the alleged non-
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16 
observance of the guidelines in specific instances.  NCPs assist enterprises and their 

stakeholders to take appropriate measures to further the observance of the OECD 

Guidelines. They provide a mediation and conciliation platform for resolving practical 

issues that may arise with the implementation of the OECD Guidelines.
46

 

 

ISO 26000 
 

Organizations interested in improving their practices with respect to social responsibility, 

including engagement with their stakeholders, may refer to ISO 26000.  ISO 26000 

defines “social responsibility” as the responsibility of an organization for the impacts of 

its decisions and activities (i.e., products, services and processes) on society and the 

environment through transparent and ethical behavior that contributes to sustainable 

development, including the health and welfare of society; takes into account the 

expectations of stakeholders; is in compliance with applicable law and consistent with 

international norms of behavior, and is integrated throughout the organization and 

practiced in its relationships, which includes all of the organization’s activities within its 

sphere of influence (i.e., relationships through which the organization has the ability to 

affect the decisions or activities of others). 

 

ISO 26000 provides guidance to all types of organizations, regardless of their size or 

location, on concepts, terms and definitions related to social responsibility; the 

background, trends and characteristics of social responsibility; principles and practices 

relating to social responsibility; the core subjects and issues of social responsibility; 

integrating, implementing and promoting socially responsible behavior throughout the 

organization and, through its policies and practices, within its sphere of influence; 

identifying and engaging with stakeholders; and communicating commitments, 

performance and other information related to social responsibility.  ISO 26000 is built on 

a foundation of seven principles (i.e., accountability, transparency, ethical behavior, 

respect for stakeholder interests, respect for the rule of law, respect for international 

norms of behavior and respect for human rights) that are intended to establish the 

underlying framework for socially responsible decision making and link each user of ISO 

26000 to a global community of those who share the principles.   

 

ISO 26000 is intended to assist organizations in contributing to sustainable development; 

however, although it draws on principles included in the management systems developed 

by the ISO it is not itself a management system standard and is not intended or 

appropriate for certification purposes or regulatory or contractual use.
47

  Instead, ISO 

26000 sets out certain core principles and explains the core subjects and associated issues 

relating to social responsibility including organizational governance, human rights, labor 

practices, the environment, fair operating practices, consumer issues and community 

involvement and development.  For each core subject, information is provided on its 
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17 
scope, including key issues; its relationship to social responsibility; related principles and 

considerations; and related actions and expectations.  For example, with respect to labor 

practices, one of the core subjects, organizations are reminded to integrate consideration 

of the following issues into their policies, organizational culture, strategies and 

operations: employment and employment relationships; conditions of work and social 

protection; social dialogue; health and safety at work; and human development and 

training in the workplace.
48

 

 

Recommended steps for using ISO 26000 include the following: 

 

 Setting the direction from the top by building social responsibility into governance 

and procedures and integrating social responsibility throughout the organization by 

using mission and vision statements to define values 

 Identifying relevant social responsibility issues, determining relevance and 

significance of the identified issues and establishing priorities such as gap analysis 

(i.e., identify gaps between current and desired position) 

 Assessing the organization’s responsibilities and potential impact in its sphere of 

influence (e.g., decisions regarding product design can impact suppliers and the 

resources/raw materials that are used in the manufacturing process) 

 Performing “due diligence” (i.e., the process of identifying the actual and potential 

negative social, environmental and economic impacts of an organization’s decisions 

and activities, with the aim of avoiding and mitigating those impacts) by reviewing 

the legal requirements and context of activities and involving relevant stakeholders 

throughout the organization’s sphere of influence 

 Setting short-term and long-term goals and applying social responsibility to decisions 

on purchasing, investing, hiring and promoting, advertising, community relations etc. 

 Identifying current weaknesses and the causes behind them; identifying the resources 

needed to overcome the weaknesses (i.e., personnel, time, money, partners etc.); and 

developing a timeline and action plan to bridge the gaps 

 Incorporating transparency and accountability at all levels through reporting and other 

communications with stakeholders that describe the organization’s activities on 

relevant issues within each of the seven core subjects and establish a continuing 

dialogue based on honest disclosure and meeting the specific needs of each 

stakeholder group with respect to the tone and content of communications 

 Continuously reviewing and improving social responsibility performance through 

monitoring and measuring and making improvements in the reliability of information 

and management processes 

 

ILO MNE Declaration 
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The Tripartite Declaration of Principles Concerning Multinational Enterprises and Social 

Policy (“ILO MNE Declaration”) was first adopted by the International Labour 

Organization (www.ilo.org) Governing Body in November 1977, updated in 2000 to 

incorporate the 1998 Declaration on Fundamental Principals and Rights at Work and 

further revised in 2006 and 2017.  The ILO MNE Declaration provides guidance to 

governments, employers’ and workers’ organizations, multinational enterprises and 

national enterprises and is not mandatory, nor is it a code of conduct for business.  

Instead, it can be used as a reference for companies with respect to social policy and 

inclusive, responsible and sustainable workplace practices.  The ILO MNE Declaration 

sets out principles built on international labor standards in the areas of employment, 

training, conditions of work and life, and industrial relations as well as general policies. 

These include the fundamental principles and rights at work but also guidance on many 

other facets of decent work.  The 2017 revisions were intended to respond to new 

economic realities, including increased international investment and trade, and the growth 

of global supply chains, and to take into account new labor standards adopted by the 

International Labour Conference, the Guiding Principles on Business and Human Rights 

endorsed by the Human Rights Council in 2011 and the 2030 Agenda for Sustainable 

Development.  Specifically, new principles were added in 2017 to address decent work 

issues related to social security, forced labor, transition from the informal to the formal 

economy, wages, access to remedy and compensation of victims.  Guidance on “due 

diligence” processes was also added, consistent with the UN Guiding Principles on 

Business and Human Rights.
49

 

 

Core Subjects of CSR 

 

As should now be clear from the discussion above, CSR is a complex subject that has 

attracted widespread interest and generated a far-ranging array of definitions, dimensions 

and models.  In order for companies to anchor their CSR focus, they need to identify and 

understand the core subjects of CSR and the specific issues associated with each of those 

subjects.  As mentioned above, ISO 26000 recommended that organizations plan on 

addressing seven core subjects with respect to social responsibility: organizational 

governance; human rights; labor practices; the environment; fair operating practices; 

consumer issues; and community involvement and development.  For each core subject, 

information is provided on its scope and relationship to social responsibility.  

Importantly, ISO 26000 also identifies the following key issues for each core subject
50

:  

 

 Organizational Governance:  Sometimes identified as the most critical factor in 

enabling an organization to take responsibility for the environmental and social 
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impact of its decisions and activities, organizational governance includes the formal 

and informal structures, processes and mechanisms for decision making and 

implementation based on fundamental principles of social responsibility including 

organizational values and culture (i.e., accountability, transparency, ethical behavior, 

respect for stakeholder interests, respect for the rule of law, respect for international 

norms of behavior and respect for human rights) 

 Human Rights:  Human rights are the basic rights to which all human beings are 

entitled and can be separated into civil and political rights (e.g., right to life and 

liberty, equality before the law and freedom of express) and economic, social and 

cultural rights (e.g., rights to work, food education, social security, health etc.).  

Issues for this subject include due diligence; human rights risk situations; avoidance 

of complicity; resolving grievances; discrimination and vulnerable groups; civil and 

political rights; economic, social and cultural rights; and adherence to fundamental 

principles and rights at work 

 Labor Practices: Organizations make significant contributions to society through the 

jobs they create and the wages and other compensation they provide to their workers 

and labor practices relate to all policies and practices relating to the multiple 

dimensions of work performed on behalf of the organization, with specific issues 

including employment and employment relationships; conditions of work and social 

protection; social dialogue; health and safety at work; and human development and 

training in the workplace 

 The Environment:  Arguably CSR began with a focus on the environment and 

environmental responsibility is a precondition for the survival and prosperity of 

human beings and key issues relating to the environment include prevention of 

pollution; sustainable resource use; climate change mitigation and adaptation; and 

protection of the environment, biodiversity and restoration of natural habitats 

 Fair Operating Practices:  Fair operating practices concern the way an organization 

uses it relationships with other organizations (e.g., government agencies, partners, 

suppliers, contractors, customers, competitors and associations) to promote positive 

outcomes and issues concern anti-corruption; responsible political involvement; fair 

competition; promoting social responsibility in the value chain; and respect for 

property rights 

 Consumer Issues:  Companies have multiple due and obligations to consumers 

including engaging in fair marketing practices, providing factual and unbiased 

information and engaging in fair contractual practices; protecting consumers’ health 

and safety; promoting sustainable consumption; providing excellent consumer 

service, support and complaint and dispute resolution mechanisms; implementing and 

supporting consumer data protection and privacy; and providing access to essential 

services, education and awareness 

 Community Involvement and Development:  Organizations are citizens of their 

communities and thus have a duty to be good citizens and neighbors through 

community involvement, support of education and culture, employment creation and 

skills development, technology development and access, promotion of wealth and 

income creation, support for community health and social investment 
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The subjects of CSR identified in ISO 26000 are largely consistent with the views of 

commentators and representatives of important CSR observers and stakeholders 

including representatives of industry, government, labor, consumers, NGOs and 

academia.  In fact, the working group that created ISO 26000 included 450 experts, 210 

observers from 99 ISO member countries and 42 liaison organizations (e.g., OECD, the 

World Health Organization and the UN Global Compact).  The ISO 26000 core subjects 

can be found among the required reporting areas in GRI sustainability reporting 

framework mentioned below (e.g., procurement practices; environmental matters, such as 

materials, energy and water; labor practices; human rights; local communities and 

product responsibility.  The ISO 26000 subjects are the basis for most of the discussion in 

the separate chapter of this publication on CSR core subjects; however, consistent with 

choices made by various sustainability commentators, relationships with value chain 

partners are treated separately and financial responsibility has also been included as an 

additional subject.  Additional activities that are certainly fundamental and essential with 

respect to implementation of CSR are discussed in other chapters including CSR strategy, 

innovation, legal and regulatory compliance, governance and management, stakeholder 

engagement, impact assessment and reporting and communications.
51

 

 

Business Benefits of CSR 
 

While presumably the prospect of “doing good” is a compelling reason for companies to 

consider implementing CSR initiatives, the reality is that managers must develop a solid 

business case for investing the company’s resources in CSR activities, a process that calls 

for identification of the specific business benefits that the company expects to achieve 

from its CSR programs with respect to increasing value, saving costs and reducing risks.  

Tonello noted that the earlier arguments in the 1960s and 1970s in favor of CSR were 

often based primarily on ethical considerations and altruism (“doing the right thing” and 

“being a good corporate citizen”) and that few claimed that companies that were more 

philanthropic would be more profitable than their less generous competitors.
52

  However, 

researchers began what became a decades’ long project to establish a positive relationship 

between corporate social performance and corporate financial performance, eventually 

reaching the point where such a relationship could credibly be identified and quantified. 

 

Tonello reviewed several alternative views of the business case for CSR and concluded 

that there really was no single rationalization for how CSR improved the corporate 
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“bottom line”.  Instead, he argued that businesses should build their arguments for 

pursuing CSR initiatives based on one or more categories of potential benefits including 

reduction of costs and risks; gaining and maintaining competitive advantage; developing 

and enhancing reputation and legitimacy; and synergistic value creation.  According to 

the ISO, an organization’s performance on social responsibility can influence, among 

other things, competitive advantage; reputation; the ability to attract and retain workers or 

members, customers, clients and users; the maintenance of employee morale, 

commitment and productivity; the perception of investors, owners, donors, sponsors and 

the financial community; and relationships with companies, governments, the media, 

suppliers, peers, customers and the community in which it operates.
53

   

 

Other key potential business benefits for companies implementing CSR include better 

anticipation and management of an ever-expanding spectrum of risk; improved 

innovation, competitiveness and market positioning; improved ability to attract and build 

effective and efficient supply chain relationships; improved relations with regulators; 

enhanced ability to address change; assumption of responsibility for acting as a catalyst 

for responsible consumerism; reduction of the cost and enhancement of the security of 

supply of critical resources; protection of critical infrastructure and services upon which 

the future of the business depends; and improved decision-making and strategic 

execution through inclusion of more diverse perspectives.
54

  Making the business case for 

CSR has also been eased in recent years by growing empirical evidence of positive or 

neutral correlations between social and environmental responsibility and superior 

financial performance as measured by returns on assets, investment and capital.
55

   

 

Bonini et al. of McKinsey & Company and the Boston College Center for Corporate 

Citizenship found that CFOs, investment professionals and sustainability professionals 

were generally in agreement that CSR and environmental, social and governance 

(“ESG”) programs did create value for shareholders in normal times and also argued that 

it was possible to show that the best CSR or ESG programs did create financial value for 

companies in ways that the market already assesses and relied on such as growth (e.g., 
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new markets, new products, new customers, market share, innovation and 

reputation/differentiation), improved returns on capital, reduced risk and/or improved 

management quality (e.g., leadership development adaptability and long-term strategy).
56

   

 

Implementation and Integration 
 

After gaining an understanding of the core subjects of CSR and identifying the potential 

business benefits associated with CSR initiatives and programs, the next step for 

companies aspiring to enhancing their sustainability is implementing CSR and integrating 

the associated strategies and principles into all aspects of the company’s operational 

activities and organizational culture.  Before CSR implementation can begin in earnest, 

the company must perform a stakeholder analysis to identify all the parties that are 

directly or indirectly affected by the company’s operations and set out the issues, 

concerns and informational needs of the stakeholders with respect to the company’s 

sustainable development activities.  At the same time, the company needs to evaluate its 

activities in relation to recognized sustainable development principles, a process that 

requires evaluating the company’s overall strategy, the performance of specific 

operations, the environmental and social effect (i.e., “impact”) of particular activities and 

the scope of public disclosures on sustainability topics.  As the company builds a better 

understanding of its sustainability performance, it can identify gaps in relation to 

expectations of its stakeholders and areas for potential improvement of the company’s 

management philosophies and systems. 

 

Armed with information on how its sustainability efforts compare with peers and the 

specific needs and expectations of the company’s stakeholders regarding the company’s 

environmental and social responsibilities, the next step is to create and approve a CSR 

strategy with a focus on narrowing the gap between the current state of the corporation’s 

performance and its objectives for the future.  The strategy should be supported by a plan 

that describes how and when management expects to achieve the stated goals and the 

various milestones that must be reached along the way.  Once the strategy and the general 

plan have been approved, detailed plans should be prepared indicating how the new 

strategy will affect operations, management systems, information systems and reporting.  

Plans should be reviewed and approved by senior management following consultation 

with employees throughout the organization, and should also be previewed with key 

stakeholders as part of a rigorous engagement process, as discussed further below. 

 

                                                           
56
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The company’s overriding strategies with respect to contributing to sustainable 

development should be supported by specific policies and objectives that articulate the 

basic values that the company expects its employees to follow with respect to sustainable 

development, incorporates sustainable development objectives as an additional dimension 

of business strategy, sets targets for operating performance and establishes an effective 

external monitoring system that gathers information on new and proposed legislation; 

industry practices and standards, competitors’ strategies, community and special interest 

group policies and activities, trade union concerns and technical developments (e.g., new 

process technologies). 

 

All of the planning needs to be tied together through a formal CSR implementation plan 

for the management system changes needed in order to achieve sustainable development 

objectives, a process that normally includes changing the corporate culture and employee 

attitudes, defining responsibilities and accountability, and establishing organizational 

structures, information reporting systems and operational practices.  During the planning 

process the objectives and commitments will necessarily remain fluid since they should 

not be finalized and announced to the world unless and until the company has a clear and 

reasonable plan for implementation.  As the plan develops consultations with 

stakeholders will be needed and ideas from stakeholders should be solicited about how 

best to realize their needs and expectations.  While all stakeholders are important, input 

and participation from employees is essential since they will be the ones called upon to 

implement the plans and will likely feel significant disruption to the ways in which they 

have worked in the past.  The input from stakeholders will likely cause a series of 

modifications to the plan, as well as to the upper tier goals and objectives.  Eventually the 

implementation plan will be ready for review and approval by the board of directors 

following presentation by the senior management at the same time that the board signs 

off on the policy and related objectives and commitments.  Given the breadth of the 

organizational changes that will likely be required, it should be expected that the CSR 

implementation plan will cover three to five years and provide for milestones that will 

hopefully be achieved every six to twelve months. 

 

One of the challenging, yet absolutely essential, elements of CSR implementation and 

integration is developing a supportive corporate culture to ensure that the organization 

and its people give their backing to the sustainable development policies.  In most cases, 

managers will need to be retrained to change attitudes that have traditionally emphasized 

wealth management for the owners of the enterprise.  An effort should also be made to 

develop a culture that emphasizes employee participation, continuous learning and 

improvement.  For example, employees will need to be retrained to empower them to 

carry out their new roles and responsibilities.  The job descriptions of everyone in the 

organization, managers and employees, should be reviewed and revised to integrate 

specific sustainable development roles, responsibilities and accountability.  Everyone 

needs to know their place in the plan and to whom they are expected to report.  As part of 

this process, reward systems and incentives will also need to assessed and modified to 

align with the activities required to achieve the sustainable development objectives and 

commitments.  It is also likely that new skills and experience will need to be added to the 
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workforce and the human resources department will need to understand the needs of the 

company and set up new recruiting initiatives. 

 

Governance and Management 
 

While certainly part of the broader project of CSR implementation and integration, 

governance and management issues are often separated for deeper consideration.  The 

foundation of effective CSR activities is strong governance and management systems and 

clear, predictable and transparent processes that allow companies to identify early on, 

potential risks arising from operations and respond strategically to minimize or manage 

negative impacts, and optimize potential positive benefits.
57

  It is essential for companies 

to adopt governance and management policies and processes that are aligned with 

sustainable development principles, actions that must begin at the very top of the 

organizational hierarchy.  Support for CSR programs by the board of directors are an 

important element of the requisite “tone at the top” for increasing the chances of success 

for CSR.  Board members must understand that CSR programs are consistent with their 

traditional role and duty to effectively manage the legal, financial and reputational risks 

to the company that arise from the environmental and social impacts of the company’s 

activities.  According to studies conducted by the Conference Board and the Boston 

Consulting Group board oversight is one of the top drivers of a company’s attention to 

sustainability, a result that is not surprising given that the board is uniquely situation 

within the organizational hierarchy to ensure that sustainability is integrated into the 

long-term business strategy and that due consideration is given to social and 

environmental trends that will impact the company’s operations and the markets in which 

it operates.
58

   

 

One of the most significant drivers of enhanced board oversight of sustainability has been 

the changing expectations of institutional investors.  In addition, directors have become 

keenly aware of the expectations of other stakeholders regarding the role and purpose of 

corporations in society and the need for corporations, through their boards and senior 

executives, to forge a strategy that takes into account the environmental and social impact 

of operations as well as traditional financial performance objectives.  Consumers are 

demanding that companies integrate sustainability into their products and services and 

employees are seeking to work for companies that aim to “make a difference” as well as 

profits.  Lawmakers are imposing additional sustainability-related legal and regulatory 

compliance requirements on corporations, thus causing directors to make appropriate 

changes to their enterprise risk management processes.  Finally, traditional notions of 

directors’ fiduciary duties, which assumed primacy of shareholders’ interests and 

maximizing shareholder value, are giving way to a model of directors’ duties that gives 

due weight to the interests of stakeholders.  
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Among the issues and activities that will need to be considered in establishing and 

maintaining effective governance and management processes for CSR and corporate 

sustainability implementation are the following: 

 

 Understanding the drivers of enhanced board oversight of sustainability including 

investors’ expectations as to the role and responsibilities of directors and changing 

societal beliefs regarding the political and social roles of corporations 

 Understanding how CSR and corporate sustainability is changing the traditional 

fiduciary duties of directors and officers including the ascendance of the stakeholder-

focused model and the introduction of alternative legal architectures for 

sustainability-oriented businesses 

 Working with the board of directors to integrate environmental and social 

responsibility into the governance structure and the traditional roles and 

responsibilities of directors 

 Assisting the board of directors on the design and implementation of an effective 

framework for board oversight of CSR and corporate sustainability 

 Counseling the board of directors and senior management on the development and 

implementation of CSR and corporate sustainability commitments and instruments 

 Incorporating reports on CSR corporate sustainability initiatives into board meetings 

and understanding how to create effective environmental and social responsibility 

committees and integrate sustainability into the activities of other board committees 

 Developing job responsibilities for the senior social responsibility officer and 

designing effective internal organizational structures and systems for managing CSR 

and corporate sustainability initiatives and programs and supporting CSR and 

corporate sustainability commitments and expectations such as preparation and 

distribution of sustainability reports and stakeholder engagement 

 Implementing formal management systems relating to sustainability-related issues 

and topics based appropriate standards issued by the International Organization for 

Standardization (e.g., ISO 14001 (environment); ISO 26000 (social responsibility) 

and ISO 28000 (supply chain security)) 

 Reviewing and modifying job responsibilities and compensation arrangements of 

executive team members, particularly the chief executive officer, to incorporate CSR 

and corporate sustainability commitments and attainment of CSR- and sustainability-

related performance goals  

 Providing education and training to directors and executive team members on 

sustainability issues including the creation and management of stakeholder advisor 

groups and teams of external experts 

 Assisting directors, executive team members and managers and employees within the 

internal sustainability group with key CSR- and sustainability-related activities such 

as transparency and disclosure and stakeholder engagement 

 Identifying and counseling directors and officers on ethical issues that will arise as 

they discharge their duties and responsibilities with respect to CSR and sustainability 

 

While CSR needs to have an important place on the agenda for full board meetings, 

larger companies have been establishing a CSR committee of the board of directors with 
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responsibility for setting corporate policies on sustainable development and monitoring 

their implementation and for dealing with issues such as health and safety, personnel 

policies, environmental protection, and codes of business conduct.  Establishing a 

standalone committee at the board level focusing on sustainability significantly increases 

the amount of time that board members can dedicate to these discussions and increases 

the visibility of the board’s commitment, thus sending an important signal to both internal 

and external stakeholders; however, boards need to be careful that relying on a separate 

committee reduces the uptake of sustainability by all of the directors and hampers 

integration into other functional committees.  As time goes by the role of the committee 

will evolve to that of a “coordinator”, with strategies, commitments and targets being set 

by the entire board and the committee providing support with the assistance of an internal 

sustainability office.
59

 

 

In addition, other board committees may be asked to provide support relating to specific 

CSR and corporate sustainability topics that are closely related to their regular activities, 

although it is important to avoid too much dilution of effort by making sure that the 

actions and activities of all committees are coordinated and the results reported upward to 

the entire board during the portion of the board meetings allocated to the consideration of 

CSR and corporate sustainability.  For example, in discharging its responsibilities with 

respect to identifying and recruiting new directors who can broaden the range of 

experience and expertise available to the full board and its committees, the nominating 

committee should pay specific attention to identifying candidates with experience in 

evaluating and overseeing CSR and corporate sustainability initiatives, such as CEOs of 

other companies that have achieved positive recognition for their sustainability efforts.  

The audit committee, which is generally the committee responsible for risk assessment 

and management, should include CSR and corporate sustainability on its agenda and 

work with the company’s external and internal auditors to ensure that the sustainability 

topics are covered in audit activities and internal controls and that financial reporting 

procedures take into account emerging requirements for sustainability-related reporting.   

 

While the directors must set and monitor CSR-related commitments and strategies, the 

day-to-day responsibilities, including continuous interactions with stakeholders, must be 

assumed by the officers of the company and will require design and implementation of 

effective internal organizational structures and systems for managing CSR initiatives and 

programs.  Surveys, such as one completed by Boyden in 2017 among adults in the U.K., 

repeatedly confirm that the public strongly believes that the CEO must play an active role 

in the CSR activities of his or her company and act as a spokesperson for those 

activities.
60

 Participation and engagement by employees throughout the organization is 

essential for effective human capital management and CSR implementation and the CEO 

is the only person in a position to communicate and demonstrate the values associated 

with CSR in a way that will integrate CSR into the corporate culture and the way that 

employees work on a day-to-day basis.   
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As discussed above, companies need a CSR strategy and accompanying goals and 

priorities, and in order for the strategy to be effective and successful it must align with 

the structure, competencies and culture of the company.  Companies that are relatively 

new to CSR often begin with a fairly simple “stand-alone” structure based on treating the 

CSR program as a separate function like finance, operations or marketing.
61

  A high level 

executive, often given the title “chief sustainability officer” (“CSO”) will oversee the 

function and reports directly to the CEO from the same level in the organizational 

hierarchy as other C-level executives.  The job of the CSO, who will be supported by 

various sustainability directors worked primarily inside the sustainability function, is to 

begin the difficult process of engaging the business units that are overseen by other C-

level executives.  Such a structure might have a vice president of sustainability reporting 

to the CSO and overseeing operations of the sustainability group and directors who report 

to the vice president and are charged with various sustainability-related activities such as 

communications, philanthropy, procurement strategy and environmental issues.  

 

The advantages of this type of structure is that it creates a group that is solely focused on 

and responsible for initiating and implementing sustainability-related activities and serves 

as a magnet for recruiting the specialized skills necessary for sustainable programs to be 

successful.  The structure also provides clear control and coordination of the portfolio of 

sustainability-related activities and associated budgets.  However, a stand-alone approach 

has several critical drawbacks: sustainability is not integrated into the rest of the 

organization; limited buy-in from employees because they are not accountable to the 

sustainability function; and funding challenges since the function is typically focused on 

reducing costs as opposed to business development.  Companies often attempt to address 

and resolve some of the key shortcomings of the stand-alone structure by designing an 

“integrated structure” that recognizes and promotes reporting relationships between the 

sustainability directors, still sitting primarily in the sustainability function, and the 

business units.  Advantages of this approach include enablement of organization-wide 

integration and the creation of direct ties between the sustainability experts and the 

business units, thereby allowing the sustainability expertise to be available for supporting 

sustainability programs in the business units.   

 

Other changes to management processes in connection with implementation and 

integration of CSR should include developing and adopting appropriate measures and 

standards of performance taking into account the company’s sustainable development 

objectives and standards that have been established by government and other public 

agencies.  In addition, companies will need to enhance their internal monitoring processes 

to help directors and senior managers ensure that the sustainable development policies are 

being implemented.  Monitoring can take many forms, such as reviewing reports 

submitted by middle managers, touring operating sites and observing employees 
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performing their duties, holding regular meetings with subordinates to review reports and 

to seek input on how the procedures and reporting systems might be improved, and 

implementing environmental and social auditing programs. 

 

Engagement 
 

Avuso et al. argued that in order to align with stakeholders' interests and create long-term 

value, organizations need to develop, apply, and maintain the necessary management 

competences and capabilities to deal with stakeholder concerns over time.
62

  According 

to Draper, structured CSR dialogue, often referred to as “engagement”, is essential to 

identifying and responding to stakeholders’ expectations, dealing with their key concerns 

and ensuring that there is a consensus about the nature of the working definition for CSR 

and the vision and purpose of the company with respect to social responsibility.
63

  

Hohnen and Potts described stakeholder engagement as the formal and informal ways of 

staying connected to the parties who have an actual or potential interest in or effect on a 

company’s business (i.e., the company’s “stakeholders”) and noted that “engagement” 

implies understanding their views and taking them into consideration, being accountable 

to them when accountability is called for, and using the information gleaned from them to 

drive innovation.64  Stakeholder engagement is related to the fundamental principle of 

CSR that calls for companies to acknowledge that their businesses do not and cannot 

exist in isolation and rely heavily on their relationships with customers, employees, 

suppliers, communities, investors and others. 

 

The focus of stakeholder engagement changes as the company proceeds along the path of 

CSR adoption and implementation.  At the beginning, establishing and maintaining 

stakeholder engagement and deepening collaboration with key stakeholders allows the 

development of knowledge and know-how on specific issues faced by the organization.  

As the process continues, stakeholder engagement becomes a catalyst for future 

improvement and helps to shape stakeholders’ attitudes toward the company and its CSR 

efforts, hopefully reducing skepticism and incentivizing stakeholders to see the 

companies as allies in their own sustainability efforts.  Once stakeholder trust has been 

secured, companies can feel more comfortable in relying on stakeholders to contribute to 

shoring up weaknesses in the CSR program.
65
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Companies have begun to adopt formal policies relating to stakeholder engagement and 

community development, particular in those instances where the company’s operations 

can reasonably be expected to have a significant environmental impact on the 

surrounding communities (e.g., oil and gas production and other extractive industries).  

These policies grow out of the realization that while the business activities are regulated, 

and the company is expected to adhere to the requirements imposed by law, dialogue 

with and support from local communities is just as essential to the overall success of the 

enterprise as being legally compliant.  Engagement with the community as a key 

stakeholder also provides opportunities for the company to participate in the 

improvement of conditions within the community and overall economic development and 

wellbeing in the area. 

 

Reporting and Communications 

 

CSR implementation includes develop meaningful reports for internal management and 

stakeholders that outline the company’s sustainable development objectives and compare 

performance against them.  CSR reporting actually has several dimensions, each of which 

will require a different form of report, albeit based on essentially the same pool of 

information.  Directors and senior executives use internal reports to measure 

performance, make decisions and monitor the implementation of their policies and 

strategies.  Portions of these reports will also be distributed throughout the organization 

so that managers responsible for specific activities have good information about how 

their teams are performing and contributing and can make appropriate adjustments at 

their levels in the organizational hierarchy.   

 

Shareholders, creditors, employees and customers, as well as the public at large, use 

external corporate reports to evaluate the performance of a company and to hold the 

directors and senior executives accountable for achieving financial, social and 

environmental objectives. External reports have been required for shareholders of 

companies that have become subject to the reporting requirements imposed by federal 

regulators (i.e., the Securities and Exchange Commission) and securities exchanges; 

however, those reports have typically been limited to information on financial 

performance (including financial statements that traditionally have not included 

disclosures regarding CSR-related activities, such as investments in pollution control and 

conservation of natural resources) and governance structures.  External reporting may 

also be required as a matter of contract, as when creditors of the company require 

financial statements that can be used for assessment of the company’s ongoing 

creditworthiness and financial performance. 

 

Regulatory reports, beyond those that may be required by federal securities regulators 

and securities exchanges, may be required by various governmental agencies at all levels.  

In general, these reports are required in order to track the company’s compliance with 

specific regulations pertaining to environmental and social issues.  In addition, if the 

company is formed and organized as a social benefit corporation, it will need to comply 

with applicable state law reporting requirements calling for information regarding the 
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success of the company’s efforts to pursue and achieve the specific public benefits set out 

in its charter documents. 

 

When establishing plans for reporting and verification it is useful to obtain and review 

copies of reports that have been done and published by comparable companies.  Reports 

of larger companies are generally available on their corporate websites and extensive 

archives of past CSR-focused reports can be accessed through various online platforms 

such as CorporateRegister.com, a widely recognized global online directory of corporate 

responsibility reports.  It is also important to have a good working understanding of well-

known reporting and verification initiatives such as the GRI Standards; the 

AccountAbility AA1000 series; the United Nations Global Compact; and the 

International Auditing and Assurance Standards Board ISAE 3000 standard.  For 

example, the latest version of the GRI’s sustainability reporting framework that formally 

went into effect for reports and other materials published on or after July 1, 2018 requires 

reporting in three categories: economic (e.g., economic performance, indirect economic 

impacts, procurement practices etc.); environmental (e.g., materials, energy, water, 

transport, environmental grievance mechanisms etc.); and social, which includes labor 

practices and decent work (e.g., employment, occupational health and safety, training and 

education etc.), human rights (e.g., non-discrimination, forced or compulsory labor, 

indigenous rights etc.), society (e.g., local communities etc.) and product responsibility 

(e.g., customer health and safety, product and service labeling, customer privacy etc.).
66

  

Country-specific information is also available through professional organizations such as 

the Canadian Chartered Professional Accountants, which has published an extensive 

report on sustainability reporting in Canada. 

 

In addition to formal reporting on corporate responsibility, companies should consider 

how their CSR activities can be integrated into their overall corporate communications 

strategies and activities.  Finnish Textile & Fashion (“FTF”), the central organization for 

textile, clothing and fashion companies in Finland, cautioned that communications should 

be appropriate in light of the company's nature, size, operating methods and potential 

risks related to CSR, and recommended that companies focus their communications 

efforts on matters that are essential from the business perspective, are of interest to 

stakeholders and include potential operational and reputational risks.  For example, since 

consumers are interested in the origin of the products that are marketing and sold by the 

company, communications should include transparent information on all stages of the 

value chain including a description of how the company monitors the environmental and 

social responsibility of supply chain partners and data on compliance by those partners 

with company requirements.
67

  Companies will naturally want to include their corporate 
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 The GRI Standards replaced the G4 guidelines; however, the GRI explained that the transition for 

organizations that had previously used the G4 guidelines should be smooth since the main content, 

concepts and requirements did not change and the most significant changes occurred with respect to 
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December 2016). 
67

 Finnish Textile & Fashion Corporate Responsibility Manual (Helsinki: Finnish Textile & Fashion, 2016), 
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responsibility successes in efforts to promote its brand; however, presentation of 

environmental and social responsibility in advertising and marketing materials are subject 

to the same fundamental principles as any other information and companies need to 

ensure the information is not misleading or unjustified.
68

  Signaling social responsibility 

in marketing is more difficult.  For example, companies that have been certified as to 

social responsibility in accordance with the SA8000 standard are listed in a public 

database; however, there is currently no branding for SA8000.  Some companies do 

attempt to incorporate social responsibility into their marketing activities by identifying 

the country of origin in their product labeling and/or describing the social responsibility 

audit and certification procedures used in each of the production phases for the 

company’s products.
69

 

 

CSR for Small Businesses 

 

While CSR has been a topic of discussion for larger businesses for a long time, relatively 

little attention was paid to CSR and small businesses.  However, as governments have 

come to realize the importance of small businesses—small- and medium-sized enterprises 

(“MSEs”)—to their economies as drivers of employment, research and guidance on 

management topics for MSEs has become more prevalent.  While managers of small 

businesses rightly have concerns about the costs associated with many CSR projects, and 

non-governmental organizations have not spent as much time and effort on monitoring 

CSR among SMEs, more and more SMEs are beginning to appreciate the potential 

benefits of having some type of CSR initiative, even if it scaled down to fit the size of the 

firm and the relatively meager resources available.  For example, as larger companies 

have integrated supply chain management into their CSR initiatives SMEs seeking to 

become supply chain partners have been forced to take a hard look at their efforts with 

respect to social responsibility, particularly the ways that they treat their workers and the 

impact of their operations on the environment.  Another driver of CSR among SMEs is 

their dependence on their relationship with the local community. While larger companies 

operate in numerous locations around the world, SMEs have one primary site and depend 

heavily on the strength and support of the community surrounding the site.  As such, it is 

incumbent on SMEs to act in a socially responsible manner in their interactions with 

community members and support community efforts in areas such as education, health, 

safety and general welfare.   

 

In spite of the above-referenced benefits of embracing CSR, SMEs reasonably complain 

about finding the time and resources to collect the necessary information, develop and 

implement CSR strategies and continuously engage with stakeholders.  Owners and 

senior managers of SMEs typically wear a number of different hats already and adding 

CSR leadership assignments often seems to be just too much.  Fortunately, the size and 

scope of activities of SMEs may actually make it easier to find information and reach out 

                                                           
68

 Id. at 59. 
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to important stakeholders.  For example, since SMEs are already closely linked to their 

communities and dependent on them for customers, labor and supplies it is generally a 

small step to extend the relationship into social responsibility projects.  In the same vein, 

SMEs often have higher levels of employee participation in decision making and this 

facilitates worker engagement of health and safety, product quality and service and 

implementing eco-friendly manufacturing processes. 

 

While small businesses operate under resource constraints that make it impractical for 

them to implement comprehensive CSR initiatives on the scope of those that have been 

adopted by larger companies, they nonetheless can begin by referring to the same 

authoritative international instruments such as the Organisation for Economic Co-

operation and Development (“OECD”) Guidelines for Multinational Enterprises and the 

UN Global Compact Principles, each of which are intended to be applicable to 

organizations of all sizes.  Governments and business associations have also created and 

published guides and other resources relating to a wide range of SME management topics 

including the use of environmental management systems by SMEs and adopting the 

management systems framework of the International Standards Organization to the SME 

context.
70

  Other resources tailored to the particular needs of small businesses seeking to 

implement a CSR initiative include the “Introduction to Corporate Social Responsibility 

for Small & Medium-Sized Enterprises” available online from the European Commission 

with links to other European Union publications and tools on CSR and SMEs; and the 

CSR handbook for SMEs developed by the Caux Round Table 

(www.cauxroundtable.org), an international network of principled business leaders 

working to promote moral capitalism. 

 

CSR around the World 
 

Rahim surveyed steps that had been taken around the globe to integrate the core 

principles of CSR into the policy objectives of different economies and global 

companies.  Global companies in Europe have been guided by the EU Commission’s 

Green Paper on Promoting a Framework for CSR and the European Code of Conduct 

Regarding the Activities of Transnational Corporations Operating in Developing 

Economies.  A number of individual countries in Europe have also taken action driven, at 

least in part, by a series of resolutions adopted by the European Parliament to facilitate 

the development of the incorporation of CSR principles in its member economies: the UK 

established a post of CSR Minister to encourage greater social responsibility in UK 

companies and the UK’s Companies Act of 2006 included specific reporting 

requirements on environmental and social issues; Belgium passed legislation requiring 

pension fund managers to disclose the extent to which they consider ethical, social and 

environmental criteria in their investment policies; France required listed companies to 

disclose their impact on social and environmental issues in their annual reports and 

accounts; and each of the Scandinavian countries mandated environmental disclosures.  
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 See International Organization for Standardization, ISO 26000 Guidance on Social Responsibility: 

Discovering ISO 26000 (2014) and Handbook for Implementers of ISO 26000, Global Guidance Standard 
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There have also been a number of important quasi-legal initiatives for the promotion of 

CSR at the national level throughout Europe including the International Business Leaders 

Forum, the Ethical Trading Initiative and Partnership for Global Responsibility.
71

 

 

Rahim noted that, in contrast to Europe, the US has been slower in using formal 

regulation to incorporate CSR into the business strategies and operations of corporations, 

an approach that is consistent with the preference in the US for minimal legislative 

control of business.  According to Rahim, the US has emphasized developing specialized 

organizations that set rules and standards, and provide enforcement regimes, for certain 

aspects of CSR including the Occupational Safety and Health Administration, Equal 

Employment Opportunity Commission, Consumer Product Safety Commission and the 

Environmental Protection Agency.  A variety of industry and other non-governmental 

organizations have also contributed guidelines that can be referenced for the self-

regulatory initiatives of individual companies including the US Model Business 

Principles and the work of the Center for Corporate Ethics and the Fair Labor 

Association.  Trade associations in specific sectors, such as automobile manufacturing 

and paper products, have promulgated guidelines for their members on environmental 

management practices for themselves and their suppliers.
72

 

 

Principles of CSR have been important in Japan since the post-war reconstruction period, 

during which the resolution “Awareness and Practice of the Social Responsibility of 

Business” was adopted and stated the fundamental principal that businesses should not 

simply pursue corporate profit, but must seek harmony between the economy and society, 

combining factors of products and services, and that social responsibility is a better way 

to pursue this goal.
73

  Various cabinet ministries have undertaken initiatives to promote 

and achieve CSR including the Cabinet Office;, the Ministry of Agriculture, Forestry, and 

Fisheries; the Ministry of Health, Labor, and Welfare; and the Ministry of Environment.  

For example, the Cabinet Office issued its “Corporate Code of Conduct” in 2002 to build 

consumer confidence in businesses and set guidelines to promote the establishment and 

implementation of corporate codes of conduct.
74

  The influential Ministry of Economy, 

Trade and Industry collaborated with the Japanese Standards Association on the creation 

of a working group to develop CSR standards in Japan and Japan has been an active 

participant in the development of intergovernmental initiatives relating to CSR.  The 

result of all this activity has been that Japanese companies have been global leaders in 

disclosures of CSR activities, investment in internal resources to oversee CSR 

commitments and adoption of codes of conduct based on international standards.
75
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Rahim summed up his findings regarding the integration of CSR principles into corporate 

governance and regulation among strong economies as follows: 

 

“. . . CSR has attracted considerable attention. Most of the strong economies have 

adopted CSR principles within their corporate regulatory mechanisms. They have 

used different strategies and employed different actors to encourage this 

incorporation of CSR principles in corporate regulation. Though their regulatory 

strategies are not identical, their goals for relating CSR to public policies amplify 

their political affiliation for CSR practices in companies; the role of government 

in these economies is to facilitate the private sector. In these economies, laws and 

regulations for incorporating the ethos of this convergence are not authoritative. 

Rather, they are advisory and focused on bringing a broader perspective to the 

necessity of environmental responsibility in corporate self-regulation.  Broadly 

speaking, incorporation of CSR notions in corporate self-regulation in these 

economies appears to focus on ‘process-oriented regulation’ where system-based 

strategies, enforced self-regulation, management-based strategies, meta-regulation 

approaches, and principle-based strategies coexist to ensure greater flexibility for 

the regulators where an objective needs to be incorporated in the era of 

deregulation.”76
 

 

As for developing and less-strong economies, Rahim reported that several of them have 

made attempts to incorporate the principles of CSR within their regulatory frameworks, 

particularly with respect to labor issues, the environment (particularly in those countries 

that rely extensively on extractive industries), the community and the marketplace.  In 

some instances, these economies have encouraged companies with respect to disclosure 

practices, stakeholder engagement and implementing corporate governance practices that 

incorporate consideration of environmental and social issues.
77

  However, Rahim 

expressed misgiving about the pace and intensity of incorporating the ethos of CSR into 

the fabric of the socio-economic and environmental regulation of the weaker economies 

given the absence of public interest advocacy groups to oversee this convergence, the 

disorganization of civil groups, the lack of focus on such issue by the media in those 

countries and the persistently high rate of corruption within public organizations.
78

 

 

CSR Research 
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Williams reported that the topic of corporate responsibility has been given increasing 

academic attention in the past decades, citing data collected and analyzed by Devinney 

that showed that the number of articles relating to the topic had risen significantly in 

various journals devoted to environmental sciences, economics, management, sociology, 

psychology and law.
79

  One of the most popular topics among academics has been the 

relationship between corporate responsibility and financial performance, an important 

question given the consistent need for advocates of corporate responsibility initiatives to 

make a strong “business case” beyond the ethical arguments.
80

  Williams noted that as 

studies have become more sophisticated in identifying the mediating variables and the 

quality of data has improved, the results have been more consistent in showing positive 

financial results from corporate responsibility, an outcomes that many who have studied 

the issue can be attributed to the fact that corporate responsibility strategies and operating 

procedures positively influence certain key intangibles that are significantly related to 

corporate financial performance such as innovation, human capital improvements, 

reputation and corporate culture.
81

   

 

While studies have identified improvements on a range of performance metrics, such as 

lowering the cost of capital, positive influence on stock price performance and better 

operational performance, the specific linkages between particular corporate 

responsibility-related operational and managerial competencies and specific performance 

outcomes are still unclear.
82

  Adeneye and Ahmed examined the impact of CSR on 

company performance using a data set of 500 firms from the United Kingdom and found 

a significant positive relationship between CSR, market to book value and return on 

capital employed; however, the researchers found no significant relationship between 

CSR and firm size (i.e., the value of a company’s total assets did not determine the 

engagement of such company in CSR practices).
83

 

 

Researchers have also been interested in assessing the connection between board 

composition and committees and measurable corporate social performance.  While it can 

logically be assumed that creation of a specific board committee dedicated to corporate 
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responsibility would have a positive impact on a company’s social performance, the 

results from studies have been mixed.
84

  William cited several factors that may come into 

play such as whether the committee was established to promote better environmental or 

social performance or as a reaction to a particular issue or problem.
85

  One survey found 

that independent, larger and less diverse boards were associated with worse 

environmental performance, an outcome that could be attributed to a lack of in-depth 

knowledge of the environmental risks confronting the company, and it has been 

suggested that environmental performance would be better improved by reducing board 

independence and oversight by a separate committee and allowing a powerful CEO to 

develop and execute his or her vision for positive environmental impacts through 

managerial strategies.
86

  On a related note, Williams observed that the presence of 

sustainability disclosures on company websites, just like the presence of corporate 

responsibility committees at the board level, should not be understood as an unambiguous 

signal of actual corporate responsibility, pointing out that companies had often touted 

their dedication to sustainability while being embroiled in real world controversies 

relating to income inequality, contribution to public health problems and illegal and 

unethical corporate behavior.
87

  

 

Other areas of interest to researchers have included the relationship between the types of 

investors in a company and the company’s environmental and social performance and the 

impact of the corporate governance system in which the company operates.  For example, 

several studies have found that companies with higher percentages of long term, pension 

fund investors had significantly better environmental and social performance than 

companies with lower percentages and that environmental and social performance 

suffered when companies were forced to deal with short-term shareholder activism from 

mutual funds and investment banks.
88

  As for cross-jurisdictional research, one study 

found that: “among different legal origins, the English common law—widely believed to 

be mostly shareholder oriented—fosters CSR the least; within the civil law countries, 

firms of countries with German legal origin outperform their French counterparts in terms 

of ecological and environmental policy, but the French legal origin firms outperform 
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German legal origin companies in social issues and labor relations. Companies under the 

Scandinavian legal origin score highest on CSR (and all its subfields)”.
89

  Williams 

observed that “where, as in the common law system, the state’s role in the economy is 

understood to be more limited in addressing economic inequality or promoting and 

protecting labor or environmental interests than among Scandinavian countries or those 

based on civil law legal families, there is more pressure for voluntary corporate 

responsibility issues to address these issues . . . [however] . . . evidence suggests those 

voluntary initiatives are less effective in promoting social and environmental social 

welfare than are the types of laws and institutional arrangements found in the 

Scandinavian and civil law legal contexts”.
90

 

 

D’Amato et al. noted that CSR and sustainability had become a prominent feature of the 

business and society literature and addressed topics such as business ethics, corporate 

social performance, global corporate citizenship, and stakeholder management.91  They 

argued that CSR had become a leading principle of top management and of entrepreneurs 

and that this meant that traditional management education needed to be updated to 

provide a clearer understanding of the role and meaning of socially responsible 

leadership.  They conducted an extensive survey of the academic and business literature 

on CSR and leadership based on literature on CSR, corporate citizenship and 

sustainability published between 2000 and 2009.92  The results were published both as an 

extensive annotated bibliography that included a wide range of references that could be 

used as a basis for further education and as a brief compendium of the following key 

themes that were emerging throughout the literature: 

 

 Approaches to Implementing CSR: Researchers were interested in why organizations 

became interested in implementing CSR and the factors that influenced the path and 

progress of implementation.
93

  Not surprisingly, there is no universal stage of 

development among organizations as to the degree of integration of CSR into their 

strategies and daily operations.  In fact, it is most appropriate to view the CSR 

awareness and approaches of organizations along a continuum that begins, at one 

extreme with organizations that do not acknowledge any responsibility to society and 

the environment and then continues to the other extreme where one finds 

organizations that view their operations as having a significant impact as well as 

reliance on society at the economic, social, and ecological levels, thus resulting in a 

sense of responsibility beyond the traditional boundaries of the organization.  Most 
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organizations fall somewhere in between these two extremes and the focus of much 

of the research in the area is identifying the factors and conditions that drive 

organizations to move from an elementary stage toward a transformative stage that 

involves taking on more responsibility for the impact that their operations have on 

societies and the environment.94  An organization’s level of social responsibility is 

influenced by factors such as the financial condition of the organization, health of the 

economy, well-enforced state regulations and external pressures (e.g., activists). 

 Drivers of Ongoing Commitment:  CSR is long-term initiative that requires ongoing 

commitment and researchers have found that the requisite commitment generally comes 

from economic self-interest (i.e., a solid business case), ethical grounding (i.e., the moral 

importance of sustainable development) or a combination of both.
95

  As researchers have 

found evidence of a significant and positive relationship between CSR and value added, 

the business case for CSR has been enhanced and organizations embrace the notion that 

their long-term business survival is clearly tied to operating in a way that respects the 

rights and needs of people, communities and the environment.  The business case 

argument is popular in the US; however, studies have found that European companies 

tend to rely more heavily on language or theories of citizenship, corporate accountability 

or moral commitment when justifying and explaining their CSR approaches. 

 Corporate Identity and Ethics:  While, as noted above, CSR can be used as a defensive 

policy, the more likely scenario is an evolution of the personality of the organization—
the organization’s identity (i.e., what it really is, rather than what it might advocate)—
toward stronger and broader integration of CSR into organizational strategy and culture.  

CSR has become a way of matching organizational operations to rapidly changing social 

values and societal expectations regarding the economic, legal, ethical and discretionary 

responsibilities of businesses.  Companies have recognized the competitive advantages 

associated with establishing a socially responsible corporate identify using branding.  In 

addition, ethical behavior a shared set of values and guiding principles deeply engrained 

throughout the organization are seen as prerequisites for strategic CSR and an integral 

part of corporate identity.
96

  

 CSR and Accountability:  Accountability is one of the processes whereby a leader, 

company, or organization seeks to ensure integrity and researchers noted that 

organizations and their leaders were increasingly concerned with including appropriate 

CSR measures in their internal and supply-chain activities to demonstrate accountability 

to their wide range of stakeholders.  When considering accountability, it is not just 

determining whether an organization is making false promises but also whether the actual 

behaviors of the organizations, albeit well meaning, are failing to achieve the promised 

impact.  D’Amato et al. conceded that while CSR requires accountability by all leaders, 

individuals, organizations, stakeholders, customers, and community members, 

accountability is complex and influenced by multiple and tightly interconnected factors.
97

  

 Partnering with Stakeholders:  According to D’Amato et al. CSR is strictly embedded 

with a multitude of business actors and, as such, organizational leaders need to be adept 

at stakeholder engagement and communication.  Researchers identified two basic 
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relationship models that explain how leaders can best interact with multiple and diverse 

stakeholders. The inside-out approach suggests that leaders can manage their CSR 

activities and achieve favorable reputations with their stakeholders by building CSR 

activities across boundaries and in a framework where decisions are made inside the 

organization and where communications with stakeholders, in the form of CSR and 

sustainability reports, are primarily a means for delivering information that has already 

developed and informing stakeholders about decisions that impact them that often have 

already been implemented.
98

  Suffice to say that this approach is often not satisfying to 

stakeholders, many of which clamor for organizations to follow an alternative path based 

on substantial organizational attention to and engagement with stakeholders to reach CSR 

goals through negotiation and, in some cases, joint decision making.  Of course, this 

approach can be challenging and organizations and their leaders differ in the degree of 

comfort with incorporating stakeholders’ interests and input into operational decisions.  

Commentators have suggested that the vital link between businesses and stakeholder 

engagement and management is leadership and urged leaders to take a holistic approach 

to stakeholder engagement.
99

  

 Leadership Capabilities and Competencies:  Evidence from the survey confirmed that 

leadership played a pivotal role in the initiation and development of CSR programs and 

initiatives within and across organizations and that the role of the leader in guiding 

business toward sustainable social responsibility is complex and vast and requires a 

unique array of leadership skills and competencies.  While the literature is extensive, 

notice should be taken of arguments that responsible leaders must have the highest 

integrity, a deep understanding of difficult concepts such as sustainable development, a 

commitment to building enduring organizations in association with others, a deep sense 

of purpose and the ability and drive to remain true to their core values.  In addition, 

leaders of socially responsible organizations have been associated with the charismatic, 

transformational and visionary leadership styles, all of which require a leader to be able 

to enthusiastically communicate an innovation vision and energize followers in order to 

pull them toward committing to the vision of the leader with respect to sustainability.  As 

for specific leadership competencies, researchers have argued that “responsible leaders” 

demonstrate courage, business acumen, passion, compassion, sense of humor, vision for 

legacy (instead of vision for activity), integrity, teamwork, respect and professionalism.  

However, as with so many aspects of leadership studies in general, more research is 

needed to move beyond recitations of leaders’ styles, skills and competencies to identify 

effective practices that leaders can use in order to discharge their responsibilities for the 

impact of their organizations on society and the environment beyond legal compliance.
100

  

 Organizational Challenges and Limitations:  Researchers have explored the challenges 

and limitations that organizations must face and overcome in implementing CSR and 

noted that organizations must deal with both political issues and organizational-level 

concerns including difficulties in making changes to long-standing cultural norms.  

Obviously CSR is challenging given the need to consider the needs of multiple 

stakeholders.  Moreover, the subject matter of CSR evolves rapidly as the roles and 

resources of governments change since businesses are being asked to step in to address 

challenges that had been consider the responsibility of the state in the past (e.g., 

                                                           
98

 Id. at 7-8. 
99

 Id. at 8. 
100

 Id. at 8-9. 



Introduction to Corporate Social Responsibility 

Copyright © 2020 by Alan S. Gutterman.  Information about the author, the Sustainable Entrepreneurship 

Project (seproject.org) and permitted uses of this Work appears at the end of this Work. 

 

40 
addressing health, education and poverty issues).  In addition, as governments step away 

from certain issues, such as climate change, society expects businesses to act on their 

own.  Consistent with the discussion immediately above, commentators have suggested 

that the most challenging aspect of CSR implementation is developing the requisite pool 

of leadership talent.
101

  At the heart of the organizational challenges is the reality that 

sustainability activities are largely voluntary and that organizations, through their leaders, 

must make hard decisions about the best way to engage with stakeholders and include 

social and environmental concerns in their strategies and operational activities.  

 

CSR Organizations 

 

In addition to the non-profit CSR institutions and resources described elsewhere in this 

chapter, useful information on CSR is available from the following organizations: 

 

 African Institute of Corporate Citizenship (http://www.aiccafrica.org) 

 Business and Human Rights Resource Centre (http://www.business-humanrights.org) 

 Business Social Compliance Initiative (http://www.bsci-eu.org) 

 Business for Social Responsibility (http://www.bsr.org) 

 Business in the Community (http://www.bitc.org.uk) 

 Caux Round Table (http://www.cauxroundtable.org) 

 Ceres (www.ceres.org) 

 Coalition for Environmentally Responsible Economies (http://www.ceres.org) 

 Conference Board (http://www.conference-board.org) 

 Corporate Register (http://www.corporateregister.com) 

 Ethos Institute (http://www.ethos.org.br) 

 Ethical Trading Initiative (http://www.ethicaltrade.org) 

 European Academy of Business in Society (http://www.eabis.org) 

 Extractive Industries Transparency Initiative (http://www.eitransparency.org) 

 Fair Labor Association (http://www.fairlabor.org) 

 Future-Fit Business Benchmark (http://www.FutureFitBusiness.org) 

 Global Unions (http://www.global-unions.org/). 

 SDG Compass (http://sdgcompass.org/) 

 Sustainability Reports (http://www.sustainability-reports.com/) 

 Transparency International (http://www.transparency.org/) 

 World Business Council for Sustainable Development (http://www.wbcsd.org) 

 World Council for Corporate Governance (http://www.wcfcg.net) 

_______________ 

 

Business and Sustainable Development 

 
The International Institute for Sustainable Development (www.iisd.org) (“IISD”) was established in 1990 

as an independent non-profit organization dedicated to promoting human development and environmental 

sustainability through innovative research, communication and partnerships.  The strategic plan for the 

IISD includes the following programs and core strategic goals: 
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 Economic Law and Policy: Reform economic policies to advance sustainable and equitable 

development.  

 Energy: Shift energy systems and policies to support universal access to clean, low-carbon energy.  

 Water: Advance science-based solutions for universal access to water and healthy ecosystems.  

 Resilience: Strengthen capacities to manage climate- and conflict-related risks. 

 Knowledge: Transform data and information into knowledge that supports sustainable development.  

 Reporting Services: Provide accurate, neutral, high-quality analysis that informs decision making 

about multilateral environmental negotiations. 

 

Content available on the IISD website includes materials on Business and Sustainable Development 

collected and presented on their own site (https://www.iisd.org/business/) which includes six sections 

covering the following:  

 

 Key Issues:  Briefings on specific sustainable development topics from a business perspective 

including corporate social responsibility, corporate reporting, integrated product policy, climate change 

and trade. 

 Strategies and Tools: How to incorporate the principle of sustainability into everyday business 

activities, illustrated by real-life examples 

 Markets: Business opportunities arising from sustainable development 

 Banking and Investment: Spotlight on how sustainable development is being approached by the 

financial services industry 

 Working with NGOs: How businesses are forging working partnerships with lobby groups 

 Training Opportunities: How universities and professional training providers can help industry leaders 

incorporate sustainability into their business strategies 

 

Among the strategies and tools are guiding principles (i.e., the CERES principles, the International 

Chamber of Commerce Business Charter, the GoodCorporation accreditation scheme, IISD’s checklist of 

sustainable business practices, “factor four” and the “triple bottom line”); business tools (i.e., by-product 

synergy and industrial ecology, cleaner production, design for environment, eco-efficiency, energy 

efficiency, environmentally-conscious manufacturing, the “four R’s”, green procurement, performance 

contracting, pollution prevention and zero-emission processes); and systems and standards (i.e., 

environmental management systems, ISO 14001, EMAS, EH&S programs, SA 8000, life-cycle assessment, 

reporting, total cost assessment and total quality environment). 

 

Other resources and references relating to sustainable business are available from the Sustainable Business 

and Entrepreneurship Platform (http://www.susent.org/), which is a research group from the International 

Business School and the Centre of Applied Research of Economics and Management at the Amsterdam 

University of Applied Science.  The Platform was developed as a resource for professionals, primarily in 

the fashion, apparel and textile industries, to learn more about sustainability in practice and includes case 

studies and tools that can be used for assessment of sustainability and development and implementation of 

strategies for achieving sustainability change. 
_______________ 

 

The Current State and Future of CSR 

 

Rangan et al. pointed out that CSR had been subject to criticism from both sides of the 

ideological spectrum.
102

  On the left advocates from civil society have often questioned 

the fundamental motivations of corporations’ actions under the umbrella of CSR, arguing 
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that in most cases corporate support for environmental and social programs were nothing 

more than public relations campaigns designed primarily, if not solely, to boost brand 

reputations as another means for achieving the primary corporate objective of 

maximizing profits.  At the other end of the spectrum CSR has been denounced as 

inappropriate and unnecessary in a capitalist society where the responsibility of business 

is to create financial returns for its shareholders and the larger economy and 

environmental and social issues should be left to the government and civil society.  Both 

sides have also complained about the lack of metrics to evaluate the efficacy of CSR 

programs, a situation that is all the more problematic given that businesses are generally 

driven and managed through precise tools designed to track and analyze the performance 

of every investment decision. 
103

 

 

Rangan et al. noted that efforts to bridge the ideological gap regarding CSR and develop 

a new paradigm that would be widely accepted had become centered on the idea of 

creating “shared value”, meaning that the role of business in society should be re-

imagined as continuing to create private value for its shareholders but doing so in a way 

that the corporation also creates public value for society.
104

  Rangan et al. used Cisco’s 

establishment of educational and training programs for networking personnel, so-called 

“Cisco Academies”, to ensure that there was a sufficient pool of skilled labor in each of 

the communities where the company operated as just one highly publicized example of 

shared value in action.  However, they were skeptical that shared value would complete 

resolve the tensions between economic and social/environmental goals that businesses 

and their leaders must confront.  For example, given that creating substantive public 

value requires investing corporate resources for a payoff that is both distant and 

uncertain, the decision to take that path can only be taken at the top of the organizational 

hierarchy (i.e., the CEO and the members of the board of directors).  Businesses typically 

staff their CSR activities with specialist managers, few of whom are willing or able to 

make “bet the company” decisions.  As for the CEO’s, only a few are inclined to ignore 

the pressures to meet their “numbers” and champion long-term environmental and social 

investing; however, new expectations from institutional investors looking for companies 

and CEOs to embrace sustainability are beginning to change the thought processes in the 

boardroom and corner offices.
105

 

 

Another practical barrier to the large-scale impact of shared value promised by its 

proponents is that it appears to only make sense for a small group of firms that already 

have a dominant position in their sectors.  These companies already have a relatively 
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large treasury of financial resources, meaning that a large bet on a relatively risky 

environmental or social project is not as problematic, and their size makes it likely that 

they will harvest a disproportionate share of the benefits that ultimately come out of a 

project and thus further strengthen their competitive position.  Smaller companies not 

only have resource constraints but also are unlikely to make substantial public 

investments only to see their competitors “free-ride” on those investments and 

appropriate much of the private value that might be created.  As such, it can be expected 

that most companies will invest in environmental or social projects that are narrower and 

more self-directed and that the public value of those projects, while noticeable and 

appreciated, will be limited to third parties in the company’s proprietary networks such as 

supply chain and distribution partners.
106

 

 

If “shared value” is not the complete answer to the search for a definitive paradigm to 

justify CSR does that mean that CSR will ultimately fade away as just another fad?  

Rangan et al. were among many who have responded to this question with a resounding 

“no”.  Among large global companies the percentage professing to practice some form of 

CSR has been steadily increasing for over a decade and sustainability reporting has 

become the norm.  Businesses of all sizes are subject to CSR drivers such as the 

philanthropic motivations of their employees, the personal commitments of more and 

more corporate leaders to contribute to their communities and society in general and the 

role that CSR plays in generating goodwill in the communities in which the business 

operates.  As such, Rangan et al. argued that “CSR is here to stay” and that the challenge 

for companies is to find a way to forge a coherent strategy that is can accommodate the 

broad range of CSR activities including corporate funding of community activities, grants 

for nonprofits/NGOs, environmental sustainability programs to reduce energy and 

resource use, “cause” marketing and comprehensive system-level efforts to remake a 

business’s entire value chain.
107

 

 

In 2017, the MIT Sloan Management Review, in collaboration with The Boston 

Consulting Group, published a report compiling their observations on the then-current 

state of corporate sustainability based on extensive surveys and interviews conducted 

over the previous eight years with managers, executives and thought leaders in order to 

increase knowledge about business adoption of sustainable practices and to support the 

integration of sustainability into business strategy.
108

 The report included an 

acknowledgement that proactive action from the private sector and tapping into its ability 

to innovate had become recognized as fundamental to realization of a sustainable future 

and that significant progress had been made relating to the levels of commitment to 

corporate sustainability and that a handful of standout companies were demonstrating that 

sustainability could be driver of innovation, efficiency and lasting business value
109
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however, the report also raised concerns about the continuing path forward, noting that 

corporate leaders in sustainability remained a minority (and were unevenly distributed 

across geographies and industries) and that populist political movements around the 

world threatened to set back global diplomatic progress on issues like climate change and 

reverse recent regulatory trends.  As such, the authors of the report felt that corporate 

sustainability had reached a critical “crossroads”.
110

   

 

Specific issues raised by the authors of the report included a reluctance of most 

companies to undertake the substantial organizational changes necessary to embed 

sustainability in the business model (e.g., looking at the business in different ways, 

erecting new organizational structures, developing new expertise and processes and 

shifting mindsets); a lingering belief among some business leaders that major 

sustainability issues, such as reducing climate change, wealth inequality and poverty 

levels, should be addressed by governments and not private sector actors such as 

businesses; the reluctance of business leaders to refocus their planning efforts around 

long-term goals that often will take decades to achieve; and the rise of elected officials in 

the US and elsewhere who are pushing for deregulation, thus creating new temptations 

for CEOs to seek short-term profits in areas where rules have lapsed as opposed to 

staying the course with environmental and social practices that would ultimately 

contribute to a more sustainable future.
111

 

 

                                                                                                                                                                             

sustainability performance; emergence of a vast network of tool makers (e.g., investors, consumer groups, 

organizations, coalitions, certifiers and platforms) to spur and aid sustainable business practices; increased 

transparency about sustainability-related activities (including activities by value chain partners); 

development of social media and other technology platforms leading to heightened awareness of crises and 

corporate misbehavior; recognition of the importance of sustainability to institutional investors and launch 

of environmental, social and governance reporting platforms such as the Principles for Responsible 

Investment, the Sustainability Accounting Standards Board and the Sustainable Stock Exchange Initiative; 

and the launch of new initiatives among groups of companies and nations to forge new standards and goals 

for sustainable business practices.  Id. 
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