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Foreword

Corporate social responsibility (CSR) is an exciting area of reflection from the point
of view of management as well as economics. The management approach addresses
two perspectives related to private and public sector, respectively.

Corporate social responsibility (CSR) remains in the center of companies’
activities, initiatives and development directions. Pushed by NGOs, social pressure
and regulators’ standards, companies redefine their businesses to incorporate stake-
holder expectations searching for new source of competitive advantage. The adop-
tion of corporate social responsibility is also viewed as a must for being able to
operate on the market and as an obligation to society and the environment. CSR is
also placed in the center of social and political debate in which governments and
institutions formulate the rules of the game and frames for corporate activity in the
coming years.

The interest for CSR is also denoted in the public sphere, administration and
education as these areas also need to redevelop the way of their operation and adjust
to social and environmental guidelines. For universities and colleges the task in
doubled—not only to comply with the CSR recommendations but also to be able to
convey the message to the wider public. Universities are responsible to transmitting
the values of honesty, credibility, accountability and integrity to business and
societies. Researching in CSR, developing practical case studies and teaching the
new business model based on responsible management universities, researchers and
faculties contribute to the process of shaping the behaviors of future generations of
managers. The job which is to be done today in the area of research and higher
education will be reflected in the practical functioning of companies tomorrow and
the conditions for surviving, preserving the nature and sustaining the living
standards.

Understanding a phenomenon, a concept or an area of knowledge requires deep
studies of its assumptions, message and components. It is crucial to learn not only
the good practice and the bright side but also limitations and shortcomings.
Although one may question whether CSR as an enlightened, ethical and sustainable
proposal for doing business denotes any inefficiencies. But it does. Firms may
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restrict their disclosure, lie or instrumentally use CSR for marketing reasons, large
companies may take advantage of countries with weaker governments, stakeholders
may countries may adopt double standards, customers may choose cheaper prod-
ucts instead on those environmentally friendly or produced by employees acting in
good working conditions. The room for misuse is wide and for some may be
tempting.

Elaborating the problems and inefficiencies of CSR remains an important
task for researchers, practitioners and regulators. That way we are able to identify
the loopholes and react to emerging critics. We need to do so to be aware of
the limitations and misbehaviors to protect the idea and prevent from losing the
basic assumptions of corporate social responsibility. Tracing the dynamics and
understanding the critics will give as both legitimacy and fundaments for further
strategic development of CSR for the benefit of our companies, communities
and the world.

Above remarks on corporate social responsibility (CSR), especially those
related to identification drivers for dynamics and thus enlightening our observations
lead us to economy. Sound economic analysis requires valuable argument and
solid empirical foundation. These two methodological requirements alternatively
repeat. The narrative of this book provides us with observations and interpretations
which allow to expand description of investigated field and return to subsequent
empirical analyses. In his Nobel Prize Lecture (2007) symbolically entitled But
Who Will Guard The Guardians? Leonid Hurwicz describes this challenge as
follows: “...The question is whether the role of institutions can be captured by
appropriate analytical tools and incorporated into economic models. Metaphori-
cally, whether institutions can be introduced into models as variables, even as
unknowns, rather than as fixed parts of the landscape (. . .). If we can construct such
models, then we can also consider incorporating implementation devices, with their
limitations and potentials...” Hurwicz mentions in this context the concept of
successfully reinforced institutional rules: “. . .to say that the legal game rules are
being successfully enforced means that the outcomes of the true game ensure that
illegal strategies are less attractive than legal strategies...” The book reader has
in hands is clearly a step in this direction. Due to this reading we are better equipped
in every search for CSR implementation which will be successfully reinforced.

Warsaw School of Economics Tomasz Szapiro
Warsaw, Poland
Summer 2016



Preface

Corporate social responsibility (CSR) experiences growing practical and academic
interests and belongs to one of the most dynamically developing themes in research
studies in the field of management. The research studies in CSR focus on the
development of theoretical framework as well as understanding of the practical
adoption of the concept in business. This research reflects upon the role of a
company in the economy and society and the structure whereby different groups
of stakeholder are empowered. Yet, the changing market environment driven by the
financial crises and economic slowdowns have necessitated a revision of both
theoretical assumptions and practical outcomes of CSR (e.g., companies’ real
engagement, providing funds, linking CSR initiatives with the core activities and
performance). This raises a series of questions on the sustainability of the concept
and reflects on the companies’ selective address to the scope and size of CSR
activities.

This book aims to address the current changes in corporate social responsibility.
It explores CSR in terms of its tasks and functions in the light of the current
challenges and dynamics which have led to the economic slowdown and the
call for improvements of social and environmental performance in line with
the identified inefficiencies and shortcomings which indicate the need for new
structures and systemic solution in the area of CSR. These changes impact
both on theory and practice calling for the development of new concepts
and demanding empirical studies adopting wider perspectives. The dynamics of
corporate social responsibility of today refer to the theoretical and conceptual
framework adopted for the understanding of the new conditions and challenges,
social expectations, the regulatory settings imposing rules for companies, the
pressure from the empowered stakeholders as well as the practical dimensions
of the functioning of these constituencies. Both the theories and corporate
practice of CSR are critically explored with respect to the market challenges

vii
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(economic slowdown/financial crisis), the social pressure, the corporate
instrumental and performance driven motivation. The book intends to provide
a confrontational approach to current theoretical assumptions with the current
practices of CSR adopted by companies. It also aims to provide a critical approach
to CSR pointing to its limitations and shortcomings.

London, UK Samuel O. Idowu
Warsaw, Poland Maria Aluchna
August 2016
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Chapter 1

Dynamics of Corporate Social Responsibility:
A Critical Approach to Theory and Practice:
An Introduction

Samuel O. Idowu and Maria Aluchna

That Corporate Social Responsibility has dynamically reoriented the global corpo-
rate scene, the global economy, the way corporate entities are managed and run by
corporate executives, the realisation that all classes of stakeholder are important to
corporate survival, the way we treat the environment and process our wastes over
the last 30 or so years cannot be denied. The bar of responsibility has continued to
be raised day in day out, basically because as we continue to innovate, new things
come to our consciousness every time. Several factors have been responsible for
this dynamic transformation which the world has experienced and continue to
experience in this regard. It became apparent to us all that many of the financially
and socially irresponsible actions which the old capitalist systems perhaps;
unintentionally brought unto the corporate arena were unsustainable and damaging
to humanity. It also became glaringly clear that many corporate and individual
actions taken either consciously or subconsciously had high environmental, human,
social and financial costs. This realisation has led to a number of advancements with
regard to how corporate social responsibility is perceived and practiced in most
economies of the world and we conduct the day to day running of business.
Interestingly, Moir (2001) notes that CSR is really not about corporate image
management or some other activity aimed predominantly at business benefits, it is
in fact about socially and environmentally responsible behaviour. It is no longer
about maximising corporate profit and making other stakeholders worse off. It is
about doing the best for society and all its constituents regardless of whether they
are animate or inanimate. Strategic CSR albeit is important to all corporate entities
since it is about taking actions which are designed to benefit an entity and its
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stakeholders, but strategic CSR is only part of the components of CSR, it is really
what has been described as the business case for CSR. If corporate entities were to
concentrate their CSR actions on strategic CSR, they will only be advancing their
profit motive and neglecting other desirable aspects of CSR. That would still be a
refined version of old capitalism which led us to many of the current difficulties of
this generation, that’s our view. Thus, Lantos (2001) has argued that there are
different strands of CSR which are important to most, if not all corporate entities.
Lantos (2001) distinguishes between three of these strands, Ethical CSR (which he
argues is grounded in the concept of ethical duties and responsibilities and is
mandatory), Altruistic CSR (which he notes is about doing good works at the
shareholders’ expense; Lantos notes that it is not a legitimate role of business
which agrees with the now defunct view of CSR expressed by Friedman in 1962
and re-echoed in 1970) and Strategic CSR (which Lantos contends is good for
business and society). It has thus become clear to us that what CSR advocates are
good for both business and society, Roszkowska-Menkes in Chap. 5 explores in
depth Lantos views on the three strands of CSR.

It has been argued time and time again over the last two decades that CSR has
become the most researched and debated management theme Aluchna (2016). It is
therefore no surprise today that, CSR is a topical issue in every country around the
world; albeit the importance attached to it may differ in each country. This is not
because CSR is a soft issue argue Idowu and Leal Filho (2009) but simply because it
is an issue that touches different aspects which are important and of concern to us all.
A few countries have in fact made reporting on CSR mandatory, India, Mauritius
and Indonesia are examples of such countries. A transnational organization for
example; may be faced with differing aspects of CSR in their different countries
of operation. What falls under the umbrella of CSR in one country may perhaps be of
little or no significance to CSR in another country Idowu and Leal Filho (2009) and
Gustavson (2010). Issues such as poverty, inability to service and repay international
debt, illiteracy, HIV/AIDS, the scarcity or absence of drinkable water and electric-
ity, fraud, bribery and corruption, human rights violation are social ills typical of the
underdeveloped world whilst other issues such as global warming, terrorism, money
laundering, corporate and individual philanthropy, CO, emissions reduction might
be issues that affect all nations but are publicized by the more industrialized ones.
The impact of these social problems, will similarly differ from country to country
and some of the consequences are CSR related which require CSR related solutions.

CSR has helped us in different ways, for instance on individual basis, it has
enabled us all to understand that we each have a personal responsibility to other
people; not only to other people but also the world we live in. Whatever action we
take either individually or collectively has one effect or another on those around us
and in some cases those who are far away from us. This is even more so in terms of
corporate entities of this era which operate in the so called global village, regardless
of their size, where they are based in the world, the sector or industry they operate in
and whether they are profit or not profit seeking. The dynamism we mentioned
earlier has meant that many of the issues that surround CSR are characterised by
vigorous activity and progress. This explains why for instance the CSR practiced by
corporate entities 10 years ago are markedly different in scope and coverage from
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those CSR issues we talk about today, which we expect corporate entities to embed
in their operational practices. It’s all for the good of society and the environment we
exist in.

Let us turn our attention to CSR in the less developed parts of the world, it is
evident that CSR is still evolving in many of the countries that fall under this
umbrella, thus the literature has a number studies supporting this argument. It has
been argued that CSR is still going through its embryonic stage of development in
Africa Idemudia (2009) and Vertigans, Idowu, and Schmidpeter (2016). Despite
that, the CSR dynamism has not excluded the continent of Africa. Scholars and
practitioners in the continent have also been active in innovating and coining
different terms in the field, just like their counterparts in the well developed parts
of the world. The term Africapitalism which has recently made its appearance in the
literature has been attributed to Elumelu, a Nigerian economist and banker note
Amaeshi and Idemudia (2015). Africapitalism ‘is an economic philosophy that
embodies the private sector’s commitment to the economic transformation of
Africa through investments that generate both economic prosperity and social
wealth’. Africapitalism came about in an attempt to encourage private sector
organisations in Africa and perhaps beyond the continent to engage in the socio-
economic development of Africa in alignment with what the stakeholder theory
advocates, that is, whilst benefitting everyone. It is an idea which has already been
taken and discussed by its proponent—Elemelu at the UN General Assembly. The
idea is designed to bring about a radical transformation in the way business and
society interrelate throughout the continent, to take Africa and its people out of
what seems to be its everlasting poverty league and result in a desired prosperity for
Africa and Africans. CSR has a lot to offer in every economy in the world, that is
the contention of this book.

Economies in the former Soviet bloc Eastern and Central European countries
which are now part of the European Union due to many factors including CSR, have
also strengthened and been drastically transformed Eterovi¢ et al. (2015), Aluchna
(2015), Kooskora (2015), Golob (2015), Pucétaité and Pusinaité (2015), and Sitnikov
(2015) as the book on CSR in Europe has demonstrated clearly, Idowu et al. (2015).
Corporate entities in many of these countries have embedded into their corporate
strategies many of the ethoses and principles of corporate social responsibility and
they have all benefitted as a result.

In Asia, two countries have legally mandated companies to practice and report
on their CSR activities. In India for example Chatterjee (2016) notes, that the
country’s new Companies Act of 2013 requires companies operating in India
with revenue of approximately US$180 million or profits of about US $1 million
to spend 2 % of their average profits of the preceding 3 years on CSR initiatives.
Ten areas are specifically listed in the Act for companies to devote the 2 % of the
qualifying profits on Chatterjee (2016). In the case on Indonesia, the other Asian
country which has mandated for companies to legally engage in CSR, the country
became the first in the world in 2007 to adopt a mandatory approach to CSR. The
legal adoption was necessitated as a result problems in the supply chain and mining
sectors as the country experienced significant investments from large multina-
tionals that were outsourcing their production activities to the country. A number
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of labour and environmental problems ensued and the government of the country as
a result deemed it necessary in 2007 to pass Law No. 40. The law has made it
compulsory for companies doing business in certain industries to put into practice
Environmental and Social Responsibility Waagstein (2010). Despite any reserva-
tions one may have about mandatory CSR, countries which have taken the bold step
in legislating for actions to be taken in this regard should actually be congratulated
as they have continued to make progress albeit with some problematic issues to
address Waagstein (2010).

Chapters in this book have been divided into three parts, each part containing
papers which focus on similar themes to enable readers to decipher how different
areas of CSR are forming. Part [——Conceptual Development which is made up of
five chapters, Part II—Sectoral Experience—which is made up of six chapters and
Part IIl—Towards Standards and Reporting—encompassed in five chapters.

The first of five chapters on Conceptual Development entitled ‘s Corporate Social
Responsibility Sustainable? A Critical Approach’ by the lead editor of this book,
Maria Aluchna who rightly notes that corporate social responsibility remains one of
the most researched theme in the management literature. The author argues that CSR
has helped us to understand the changing role of business in society. A number of
studies Aluchna notes have resulted in the concept being intensively elaborated and
led to the emergence of the business case for CSR, the practical implementation and
further development of the concept. However, both dimensions of its theory and
practice face significant limitations raising a series of questions on the sustainability
of the concept itself, notes Aluchna. The chapter attempts to identify the gaps in the
theoretical conceptualization and methodological regime of CSR pointing at some
limitations or contradictions in the management literature. It also confronts the
existing theory with the practice discussing the main shortcomings in the process of
the concept implementations. In another chapter in Part I Annan-Diab and Jensentook
a bold step to address issues relating to customer value perception on their CSR
initiatives. These two scholars argue that CSR initiatives, when communicated effi-
ciently and considered as relevant by the customers, will enhance primarily two
customer value categories—the extrinsic self-oriented value and the intrinsic other-
oriented value. Enhancement of extrinsic self-oriented value imbeds the potential to
affect customers’ purchase behaviour and thus strengthen ethical consumerism. In the
final chapter of Part I, De Cristofaro and Galluscio two Italian scholars pose the
question on the extent to which young Italian scholars of Economia Aziendale(Busi-
ness Administration) are interested in CSR. Their study focused on Associate Pro-
fessors of Business Administration’s publications during 2012/2013 academic year.
De Cristofaro and Galluscio found that majority of young Italian scholars applying for
13/B1 associate professor publish on CSR, prefer co-authorship patterns for CSR
research studies and are mainly interested in social issues instead of ethic, environ-
mental and other issues. These two scholars found that most of the contributions on
CSR focus on its reporting aspect and that their results could provide useful informa-
tion about CSR to future generations of scholars.

Moving swiftly on to Part IT which addresses sectoral experiences of CSR, the six
chapters focus on CSR experiences from different sectors in different countries. The
first chapter of the part looks at CSR experiences of Romanian Internet Service
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Providers. Edu and Negricea the authors of this interesting chapter have identified
three catalysts of dynamism in the global business environment which have particu-
larly impacted on the Romanian business environment—fast innovation, shorter
product life cycles and an abundance of product/service substitutes. Companies
which fail to recognise the three and act on them are unlikely to survive beyond the
short term in its sector. The chapter argues that using the marketing mix effectively,
companies are suitably placed to uncover new and market positioning strategies.
Nandonde and Sachs in another chapter focus their chapter on the dynamism of
CSR in the Commercial Banking sector in Tanzania. They highlight the roles which
Tanzanian Commercial Banks play in sustainable development following the global
debate on global warming and climate change, poverty alleviation, irresponsible use
of depletable natural resources, illegal timber harvesting, board composition and other
relevant issues of interest to CSR. The chapter notes that commercial banks in the
country are doing their utmost to propagate and encourage their corporate customers
and depositors to be socially responsible and recognise and comply with international
standards in the field of CSR. Going Far East of Africa to Australia, Ross an Australian
sociology scholar explores the dynamics of CSR in the Australian mining sector and
notes a number of problematic issues in this sector of the economy in the country to
both people and planet. Ross has identified a number of concerning CSR issues in the
sector which she suggests requires government intervention. Jahdi et al. in the final
chapter of the part focus on the garment and apparels sector with a chapter on Ethical
Fashion. The guidelines provided by the Ethical Fashion Forum (EFF) appear to be the
catalyst for dynamism in this particular sector, considering EFF’s approach to Ethical
Fashion. These authors conclude that ethical fashion is gaining prominence and
popularity worldwide.

In Part I11, the final part of the book which consists of five chapters on Standards
and Reporting has explored the relevance of standards in the debate on reporting
CSR. The very first chapter of the part by Moratis a Dutch scholar who research
CSR from different dimensions including ISO 26000. As a result of exaggerated
claims made by some companies in their CSR reports it’s no surprise to anyone that
stakeholders are often sceptical about the information disclosed in many of this
reports. In the light of this sceptism, Moratis argues that reporting companies need
to enhance the credibility of the information they disclose to the world at large on
their CSR activities, he notes that using CSR standards will remove many of the
associated problems and drastically enhance the credibility of these reports. Persic¢
and Jankovi¢ two Croatian scholars focus their chapter on corporate accountability
to their stakeholders. In the chapter, they argues that the objective of sustainability
accounting is providing information to stakeholders an entity’s interaction with
society and the natural environment, which should enable stakeholders to use the
information so provided to assess the social, environmental and economic impacts
of the entity on society. Per§i¢ and Jankovi¢ a number of the generally known
standards such as the GRI, the UN Global Compact, the OECD Guidelines etc. were
looked at by the chapter. In the final chapter of the book Islam a Bangladeshi
scholar based in Australia explores using the Legitimacy theory as a plausible
explanation for CSR reporting practices by organizations within the context of
developing nations.
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It is hoped that all the 17 chapters of the book will provide information to all our
global readers about the changing dimension of how CSR in the global community
and how CSR has continued to reorient the global business arena.
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