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Chapter 2

CORPORATE SOCIAL RESPONSIBILITY
Matgorzata Misiak

2.1. The notion of CSR

Due to its relatively long history'?, the idea of corporate social responsibility
(CSR) has made reference to various justifications and has been interpreted in
different ways. According to one of its definitions, CSR is a duty of the manage-
ment to take decisions and actions that will take care both of the firm’s own inter-
ests (to multiply profit) and protect and improve the well-being of people (Davis,
Blomstrom 1966). The above definition stresses two aspects of social responsi-
bility. Protecting societal well-being means enterprises should avoid actions that
are harmful, even if they bring profit, and simultaneously they should undertake
actions aimed at preventing and eliminating negative social phenomena that re-
sult from their operations. Maximising the well-being of people is equivalent to
getting engaged in a variety of social undertakings (Rybak 2004, p. 28). We can
deduce from the above that in the area of CSR there are two approaches to re-
sponsibility: a passive one, which consists in refraining from pursuing harmful
activities, and an active one that mitigates and prevents negative social effects of
business activities.

An enterprise:

* acts responsibly,

* bears responsibility,

* assumes responsibility,
* is held to account.

19 For the first time the idea of social responsibility was formulated by Carnegie in Gospel of Wealth
published in 1899.
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The first means doing business in accordance with legal and social norms.
Bearing responsibility is about corporate responsibility for the effects of the firm’s
actions. In other words, the firm in question is ready to face the consequences
of its deeds. Bearing responsibility and being held to account refer to situations
that have already happened in the past. The only difference is the subject, who
assesses a particular action. In the first case, it is the firm, the actual perpetrator
of an act. In the second case, the assessment is external to the perpetrator al-
though it is addressed to him and is designed to provoke specific changes in his
behaviour (Klimczak 1996, p. 58).

Social responsibility is based on the stakeholder theory, according to which
a firm maintains relations with a variety of actors who influence its operations
but at the same time are influenced by it.!! Enterprises operate in an environ-
ment where the effects of corporate activities are felt and experienced. Hence,
a firm should be responsible vis-a-vis the people, groups and organisations di-
rectly or indirectly linked with its operations or interested in its performance.
Currently, stakeholders include entities who meet the following criteria:

* make claims regarding the firm (irrespective of their nature),
* are actually or potentially able to enforce these claims,

* want to use their influence upon the decision-making process in the firm
to satisfy their claims (Adamczyk 2009, p. 49).

In the light of the above, stakeholders are: shareholders, boards of manage-
ment, employees, clients, suppliers and business partners, financial institutions
and creditors, the State and society (Freeman 2010, p. 32). The environment is
a special, so-called silent, stakeholder.

2.2. Areas of CSR

We may identify many areas of corporate social responsibility. The most of-
ten invoked typology is that by Carroll (1993). His model distinguishes four levels
of responsibility: economic and legal, which society demands; ethical, which it
expects; and philanthropic, which it considers desired. They are all underpinned
by economic responsibility. An enterprise should, first and foremost, be profit-

1 The term “stakeholders” was introduced by Ansoff and Steward in the 1960s (Ansoff, Steward
1967).
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able or at least not incur losses. Legal liability ranks high. Firms undertake obli-
gation to act within limits specified by the law, observe the “rules of the game”,
i.e., legal regulations. Examples of this type of responsibility include: protection
of the natural environment and consumer rights, respecting regulations govern-
ing the employment relationship, or meeting contractual obligations. At another
level, we can find moral (ethical) responsibility. It is about acting in a fair, just and
proper way, exceeding the minimum standards laid down by the law. Obviously, it
is relative and depends on the ethical “climate” in society but, at the same time,
it is a derivative of principles applicable in the firm in question and the ethics of
its managers and employees. Finally, at the top, there is philanthropic responsi-
bility, connected with earmarking some of the firm’s resources for the needs of
society to offer specific assistance, improve the standard of living or solve social
problems.

According to Carroll and his typology, corporate economic responsibility is
elementary. Other types of responsibility are understood as auxiliary commit-
ments. This is the so-called after profit obligation concept. Concepts of before
profit obligation assume the reverse order. The moral responsibility of individual
people (members of the management board, managers, employees) for ethical
choices takes precedence over other areas of responsibility. Firms are obliged to
consider stakeholders’ expectations and treat them as equal to their objectives.
Only after having met these expectations is an enterprise free to choose how it
will generate profit (Kang, Wood 1999, p. 414).

In real life, however, entrepreneurs represent different attitudes with re-
gard to corporate social responsibility. These attitudes were extensively and in
detail discussed by Johnson and Scholes (1993). They identified ten categories
of corporate social roles grouped in four types of organisational culture (see
Table 2.1). The first type, covering categories 1-3, represents an approach, ac-
cording to which corporate social responsibility is not a corporate duty and it
restricts the primary function of a business, which is generating profit (Lewic-
ka-Strzatecka 1999, p. 54). The second type (categories 4-7), takes account of
the role of stakeholders in generating long-term profit. Charity or sponsoring
are perceived as investments or promotion outlays. In type 8, the firm is aware
of the need to consider the needs of various stakeholders and profit is not its
only objective. The last type of culture (categories 9-10) includes businesses
that first of all meet social needs, where economic reality may even hamper
achieving their objectives.

The above classification may be related to what Griffin proposes (Griffin
2013). He distinguishes between four types of CSR (see Fig. 2.1). The lowest level,
i.e. resistance, is generated by firms which do not get involved in solving social or
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environmental problems at all, and when such problems arise they either deny
responsibility or cover them up. At the second level there are enterprises which
limit their CSR-related activities to what is required by law. The third level, social
response, includes firms which fulfil their obligations but are unable to go be-
yond the binding framework. At the highest level of the “responsibility ladder”,
referred to as “social input”, we can find enterprises active in CSR, even seeking
the opportunity to make their input a social good.

Table 2.1. Categories of corporate social roles

Firm’s role

Activities and attitude to:

economy

social issues

to achieve maximum profit

dominated by profit

a barrier in generating
profit

to achieve satisfactory profit

dominated by growth

social expectations treated
as hindrances

to defend free enterprise

“the only business of the business

is business”

outside the firm’s interests

“lonely wolf”

main stress put on profit

assumes responsibility on
a voluntary but unilateral
basis

socially engaged

main stress put on profit

interactive links

to contribute to social
progress

main stress put on profit

interactive links

“global actor”

main stress put on profit

interactive links

to shape society

financially self-sufficient

changes people’s lives
through innovation

to serve society

secondary with regard to social
commitments

supplies important,
although non-economic
goods and services

to give employment

based on subsidies

supplies jobs

Source: Rojek-Nowosielska (2006), p. 46.

38

Business and the Environment




Chapter 2. Corporate social responsibility

social
input

social response\

/ social duty \
/ resistance \

Figure 2.1. Responsibility levels according to Griffin

Source: Author’s considerations based on Griffin (2013)

2.3. CSR tools

The list of CSR tools is long and is closely connected with the organisational
corporate culture of the firm in question and its operational profile. The most
often applied tools are:

social campaigns, i.e. actions designed to change the attitudes or be-
haviour of a selected reference group, which use the media to convey the
message;

socially engaged marketing that takes care both of marketing goals and
social needs;

ethical programmes for employees aimed at integrating them around cor-
porate common values;

social reporting — preparing and drafting documents that present how
a firm is managed and how responsibly it acts in business;

corporate surveillance — a series of mechanisms used for controlling and
coordinating the behaviour of various shareholders who have their own
interests but collaborate with the management to effectively deliver cor-
porate tasks;

eco-labelling and social labelling consists in placing additional environ-
mental or CSR-related information on product packaging or label;
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reducing waste, pollution and the emission of greenhouse gases through
the optimisation of manufacturing, transport and logistics;

socially responsible investment, where stock exchange analysts, while
analysing enterprises, consider assessment criteria for the potential of
a long-term increase in the company’s value based on its social and envi-
ronmental performance;

employee volunteering schemes cover activities through which firms initi-
ate and support their staff involvement with NGOs and institutions speci-
fied in legal regulations. Employees who do voluntary work help those in
need using their skills and talents while firms enable such initiatives and
support them financially or in organisational terms;

trans-sectoral cooperation undertaken by a business with NGOs and Uni-
versities which, thanks to synergy effects, helps better deliver common
responsibilities.

2.4. CSR in a corporate management system

Each firm interacts with people, groups and organisations as well as insti-

tutions in society. Some of the relationships are purposeful and desired, some
unintended and undesirable. Relationships with stakeholders are decisive for the
development directions of businesses. They may support corporate goals. Their
nature and frequency involve decision-making, i.e., management, which includes
the following stages:

 stage one — identification of stakeholders,

 stage two — identification of stakeholders’ interests and expectations,
 stage three — drafting stakeholder relationships management strategy,
 stage four —implementation of the strategy.

The above demonstrates that first we need to answer the question who our

stakeholders are. In most cases we can identify:

40

» stakeholders who bring their capital, work and competence to the enter-
prise;
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» stakeholders directly involved in business relations with the enterprise in
question, i.e. suppliers, clients, business partners, and competitors;

» stakeholdersin the business environment, e.g. the local community, public
opinion, the media, central and local government institutions, and NGOs.

Thus, an enterprise’s relationships with society may be primary and second-
ary. They change over time and may often be conflicting. The most frequent con-
flicts emerge when a choice must be made between productivity and employ-
ment or output and its quality.

The second stage analyses business — stakeholder relationships. It usually
starts with a map of the links between a firm and the actors whose interest should
be considered when delivering the corporate strategy. Then, we identify the in-
terest group to which the entity in question belongs. And finally we must identify
stakeholder expectations. Each stakeholder engages in relationships with a busi-
ness in a different way. Managers must be aware of the diverse needs of stake-
holder groups and respond appropriately. However, quite often groups disregard
other stakeholder interests. For example, owners are interested in achieving the
highest rate of return for the capital they invested while clients want to get the
highest value for money when they buy goods or services. Each group represents
a different capability of using its potential to achieve intended objectives. Some,
e.g. shareholders, vote and impact corporate decisions. The power of other stake-
holders, e.g. clients and suppliers, comes from their ability to refuse to buy or sell.
Finally, there are stakeholders who may exercise political power over a business by
developing laws, filing claims or influencing state institutions to, e.g., adopt new
regulations. Having identified the stakeholders and following the analysis of their
needs and power, we can develop a matrix of priorities (see Table 2.2). Not all
stakeholders are equally interested and engaged in each political issue.

Table 2.2. Identification of responsibilities vis-a-vis stakeholders

Stakeholders Economic Legal Ethical Philanthropic
responsibility responsibility responsibility responsibility
Shareholders
Employees
Suppliers
Media

Environment

Source: Author’s considerations, based on Carroll (1993), p. 78.
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Corporate stakeholder relations are not long-lasting. Information pertaining
to them must be collected and analysed systematically. The inclusion of stake-
holder-related information in management is a strategic issue. Businesses may
use collected knowledge to identify or modify their mission, goals, strategies or
plans. It will help them predict trends developing in their environment and re-
spond to planned undertakings. Stakeholder analysis is fundamental for business
management, and stakeholder identity is reflected in the corporate strategy. En-
terprises may choose one of four types of CSR strategy:

passive — no response to social needs, just trying to neutralise issues that
may potentially threaten the business. Firms that follow this strategy re-
sist, avoid or assume no social responsibility whatsoever. They feel bound
exclusively by legal requirements, which they interpret in their own favour.
That is why these firms feel responsible only for the outcomes of unlawful
behaviour. The overriding goal in this case is profit maximisation;

reactive — response is given to changes in the environment and in the
law. Far-reaching legalism, meaning strict adherence to law, is a typical
attitude. It is also reflected in the firm’s meeting its obligations regarding
those stakeholder groups with whom it signed legal contracts, e.g., con-
cerning employees. Social actions are launched in response to pressure
exerted by public opinion;

proactive — expectations coming from the environment are taken care
of before any social problem arises. Enterprises which engage in solving
problems thoroughly analyse the stakeholders, their expectations and
types of power, and try to balance the conflicting interests of individu-
al groups. The strategy consists in shaping positive stakeholder relations
based not only on legal obligations but also on ethical norms;

interactive — active engagement in delivering social goals. Enterprises
include all stakeholders in the management system. Together with so-
cial partners they seek ways to solve or prevent social problems. Firms
actively look to find their place in society by undertaking a vast range of
activities.

When incorporating CSR principles into business management, firms may
avail themselves of ready-made standards. One of them is the AA1000 standard,
developed in 1999 by the Institute of Social and Ethical Accountability, which
introduces social and ethical issues into the strategic management of an organi-
sation and its operations.

42
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The standard includes 5 main stages:

1. Planning —the organisation commits to the process,

2. Accounting —the principles of social responsibility are identified,
3. Asocial audit is conducted and a CSR report prepared,

4. Embedding —the process is strengthened,

5. Stakeholder engagement with groups linked to the organisation.

The standard may be used not only for strategic analysis, but also in the
internal assessment of an organisation when it comes to social and ethical ac-
countability and for self-improvement purposes.

2.5. CSR principles

The CSR concept would be incomplete if we did not discuss the principles
to be followed by a socially responsible organisation. These principles have been
formally adopted at international level. We should mention here the principles
setting forth the norms of acceptable business behaviour approved by the Caux
Round Table'?, the Global Sullivan Principles®® or the Global Compact'* guidelines.
They provide useful guidelines for companies on how to use and apply CSR. Since
nowadays Global Compact is the major global initiative in the area of corporate
responsibility, having already been joined by more than 12,000 participants, in-
cluding 8,000 businesses from 145 countries, we shall focus on its principles.

Human rights:

* support and respect human rights proclaimed by the international com-
munity,

 the elimination of all cases of human rights violations by businesses,

2 An international network of experienced business leaders from Europe, Japan and the United
States, established in 1986 to mitigate tensions in the business community.

13 Declared by Sullivan in 1977 in connection with combating apartheid in South Africa. In 1999
they were announced by the UN.

* Global Compact was launched in 1999 on the initiative of Kofi Annan. It is a platform for dialogue
and education voluntarily joined by businesses. It is a forum for the exchange of knowledge and
expertise as well as the promotion of corporate social responsibility.
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Labour standards:

* respect freedom of association, elimination of all forms of forced and
compulsory labour,

 abolition of child labour,

 effectively counteracting discrimination in employment,
Environment:

* a precautionary approach to the environment,

* undertake initiatives to promote environmental responsibility,

* the application and promotion of environmentally friendly technologies,
Anti-Corruption:

» working against corruption in all its forms, including extortion and bribery.

The first two Global Compact principles originate from the Universal Decla-
ration of Human Rights adopted by the UN in 1948. Traditionally, human rights
have fallen within the remit of states and governments, and international law in
this area has been developed and addressed to them, however, there is a grow-
ing population of businesses which (motivated by a variety of legal, moral or busi-
ness factors) realise the need to face the issues of human rights. Four principles
of the Global Compact relating to labour standards come from the International
Labour Organisation Declaration on Fundamental Principles and Rights at Work
of 1998. The Declaration is the effect of the annual International Labour Con-
ferences, tripartite meetings of representatives of governments, employers and
employees from 177 countries. Three further principles relating to the environ-
ment are founded on the Rio Declaration on the Environment and Development.
Supplementing the two major environmental principles, Global Compact focus-
es on two major challenges of our times: climate change and sustainable water
management. The last of the ten principles was declared relatively recently, i.e.,
in 2004. Corruption and fighting corruption are among the top challenges of the
modern world. Corruption adversely affects societies but is also extremely costly
to business. In many parts of the world, it accounts for over 10% of the cost of
business and the value of the “bribery industry” is estimated at one trillion USD?®,

CSR is implemented through the voluntary obligations of firms as well as,
increasingly often, based on standards and formal and legal commitments. Most

15 https://www.unglobalcompact.org (access: 25.09.2015).
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often, they relate to the issue of transparency and mandatory reporting of non-fi-
nancial data by enterprises. They are enacted by stock exchanges, national gov-
ernments and international organisations.

In the European Union (EU), CSR policy was delineated by the White Pa-
per published by the European Commission in 2002. It covers four EU activity
areas:

* education, exchange of experience and good practices: research on the
impact of CSR upon business and society, the exchange of experience and
good practices among enterprises and Member States, the development
of adequate managerial skills, the adaptation of social responsibility prin-
ciples to suit the SME sector;

» developing corporate social responsibility tools: codes of conduct, man-
agement standards, auditing and reporting rules, product labelling and
socially responsible investment;

* launching a Multi-Stakeholder Forum on CSR;
* integrating CSR in all EU policies.

The document is addressed to EU institutions, Member States, social part-
ners, business and consumer associations, and enterprises.

CSR has also been standardised internationally. An example is the ISO 26000
standard developed by the International Organisation for Standardisation in
2010 to provide guidance on principles of social and environmental responsibili-
ty in the following fields:

* organisational governance,

* human rights,

* labour practices,

e the environment,

* fair operating practices,

* consumer issues,

* community involvement and development.

ISO 26000 standard is intended to be useful to all types of organisations:
business, central and local administration and the third sector. It is not subject to
certification but is a collection of voluntary practices and standards.
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2.6. CSR: pros and cons

Advocates of corporate social responsibility point to the fact that the mar-
ket does not regulate the economy to a sufficient extent. Due to the failures of
the “invisible hand of the market” mechanism, the economy needs the “visible
hand” of the government, NGOs and business. When a firm gets involved in so-
cially responsible actions it escapes government regulations in this area. The lat-
ter are costly and reduce the flexibility in making business decisions, hence, from
a business point of view, it is better to take initiative in social matters and retain
more freedom in economic operations. Thus, assuming social responsibility pro-
vides an enterprise with an opportunity to restrict the regulatory functions of
the state.

Whether businesses like it or not, they must adapt to the needs of society,
which requires enterprises to operate in a particular way and may demand the
liguidation of environmental damage resulting from economic operations. En-
terprises exert substantial impact upon the environment and they benefit from
the resources entrusted to them by society, e.g., access to natural resources. No
wonder that, in accordance with the principle of stewardship, they make com-
mitments to operate in a socially acceptable way or, at least, be accountable for
the effects of their actions. If a firm uses natural resources or pollutes the envi-
ronment, it should take part in environmental protection.

Moreover, social engagement may be consistent with the firm’s own inter-
est. If society expects business to take care of social issues, undertaking such
actions and positively promoting them lie in the business’ best interest. As a re-
sult, a socially responsible business will be respected, which usually increases
client interest, sales, and gives better access to capital and skilled labour. The
improved image of a business, its more positive assessment and approval in
stakeholders’ eyes, cannot be achieved overnight. Benefits of CSR, more broad-
ly explored in the next section, materialise over a longer time frame. However,
many researchers have no doubt that they exceed the cost of socially-friendly
actions. We may conclude by saying that the ethical conduct of an enterprise is
a profitable investment.

And finally, CSR supporters are also of the opinion that modern businesses,
in particular multinational corporations, have huge resources often exceeding
the potential of some national economies. These resources should be deployed
in solving or mitigating existing social problems.

In the era of liberalisation and globalisation, business plays an increasingly
culture-shapingrole. In the face of the crisis of values, the values promoted by en-
trepreneurs, such as efficiency, profitability, productivity, capacity and material-
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ism, have gained in importance. Hence the responsibility for values and attitudes
proclaimed and created by enterprises. Noteworthy, over a longer perspective,
a business will take advantage of its culture shaping conduct, as its stakeholders,
employees, clients and suppliers, will be the “promoters” of these values. We can
see it clearly on the example of the enterprise-employee relationship. When an
enterprise limits its engagement in solving social issues, it stresses profit gener-
ation related goals and it is walking a fine line between legal and illegal in moral
ambiguity, which may surely negatively affect the attitudes of its employees and
their commitment to issues vital to the enterprise.

CSR has also got its opponents. Their argument is that “the social responsi-
bility of business is to increase its profits”!¢. Firms are stricte economic entities
and they may not be motivated by ethical reasons. On top of that, imposing so-
cial obligations upon entrepreneurs may divert their attention from the primary
task of profit maximisation. Expenditure on social actions impoverishes also and
in international markets, regarding competitors not involved in such activities.
Firms may also hide the costs of their social engagement in higher prices of goods
and services meaning they will ultimately be paid by society. From the above per-
spective, would not it be better — CSR opponents ask — if stakeholders themselves
earmarked a portion of their income for social or environmental purposes? Quite
possibly, if the public knew the real costs of CSR and who bears them, perhaps it
would not demand socially responsible actions.

Businessmen and managers may be unaware of what specific social prob-
lems they should tackle, what strategies they should put in place, and what
concrete steps they should instigate. Market, not politics, is their domain, and
markets provide too little information on social matters. Social issues should
be decided by governments or specialised institutions. Hence, entrepreneurs’
decisions are arbitrary and often mistaken, not only because they are made by
incompetent people, but also because they are often “contaminated” with the
desire for profit.

Besides, managers as plenipotentiaries of business owners are employed
to manage production and maximise profit, not to offer eleemosynary services.
Individual proprietors are in a different position. If they decide to reduce the
income to meet their social obligations, unlike managers they spend their own,
not somebody else’s money. When the management board reduces the financial
surplus that should be paid to shareholders to earmark it for social goals, de facto
the business behaves like a thief who steals and distributes profit.

'6 Title of the article of Friedman, one of the most fiercest critics of CRS (Friedman 1970).
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Another argument against burdening enterprises with social obligations is
that social engagement substantially increases the power and influence of a busi-
ness while even without it, business exerts huge impact upon society nowadays.

Finally, there are some who believe that the mission of a business consists in
manufacturing useful goods and services, which exhausts its social role (Kaczo-
cha 2009, pp. 22-33).

2.7. The CSR impact upon business

In a modern economy, social engagement largely influences business devel-
opment. Today’s enterprises need not only raw materials, capital, equipment,
labour and knowledge, but they also depend on social approval (Hatch 2002,
p. 96). The increased relevance of intangible resources for building a competitive
advantage, and the specificity thereof, have given the CSR doctrine a new place in
business management. It is no longer identified with philanthropy, unrelated to
economic efficiency, it has become a tool to improve profitability (Paliwoda-Ma-
tiolariska 2009, p. 169). Studies have shown that businesses taking up the chal-
lenge of corporate social responsibility win loyal clients, enjoy public trust and
build up their reputation. This way, they may win a competitive edge, which in
the longer term translates into concrete financial performance.

By implementing the CSR system, firms develop intangible, innovative re-
sources, often irreplaceable or inimitable, which give it a lasting competitive ad-
vantage. Such resources include:

* social capital,

* innovation,

* reputation,

* entrepreneurial environment.

Social capital is the collective value of social organisation factors, such as trust,
norms, and networks which may improve the efficiency of society through coor-
dinated actions (1993). Social capital adds to the creation of value at all levels of
business. It is of huge importance for relationships between firms and employees.
It helps to attract good employees who are educated, open, loyal and responsible,
and who are willing to share knowledge and improve, create, and innovate. Social
capital also positively impacts the corporate organisational climate (Bem-Koziet
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2008, pp. 112-116) and translates into stable employment based on strong iden-
tification with the enterprise. Social capital positively impacts relationships with
suppliers as well as the stability and efficiency of distribution channels.

Similarly, by means of their business strategy, firms develop an entrepre-
neurial culture, understood as “convictions, attitudes, assessment of business
operations and how they are conducted” (Paliwoda-Matiolariska 2009, p. 190).
This may come through in many fields, e.g., by the use of renewable resources,
strategy to export only highly processed goods, relationships with shareholders
or the policy to attract external resources.

The environment of a modern enterprise expects it to apply innovative solu-
tions: new products and services but also innovative engagement in solving glob-
ally acknowledged economic, social and environmental issues, such as climate
change, increasing poverty and social inequalities. That is why, today, the main
success factor for a firm is the identification of stakeholders’ needs and expecta-
tions, and the development of new products, services, technologies and strate-
gies that address them.

Reputation is the image of business in stakeholders’ eyes. We mean here
both the firm’s visibility and its credibility. According to several studies, the pos-
itive and coherent assessment of the external environment is a tool of business
growth and economic security which also provides a sort of shield in moments
of crisis. Business reputation has two dimensions: a general one, connected with
the transparency of operations, meeting its commitments, honesty, accountabil-
ity vis-a-vis society and the environment, and the dimension directly related to
the firm’s products or services and the quality thereof.

Thus, we can see that by implementing the CSR system, an organisation may
benefit greatly. Benefits should be perceived in a long-term perspective. They are:

* increased investor interest — Creditors are much more interested in work-
ing with responsible businesses, which, besides good financial perfor-
mance, may offer a transparent management system, and responsibly
build their image and good relations with those around them the environ-
ment. To many investors, financial credibility depends on the social credi-
bility of a business;

CSR and financial performance

Numerous studies have been conducted on the links between CSR and the financial
performance of firms. CSR positively impacts the cost of capital. Studies have shown
that the market perceives socially engaged firms as posing a smaller risk than others
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and rewards them with better rating. There is a convincing body of evidence that
good management in the area of CSR positively correlates with the financial per-
formance of a business. It is true of the results reflected in books of accounts and in
the value of shares. Firms from the top of the CSR rankings achieve above-average
financial results and the value of their shares remains above market indices. The
effects can be noticed in medium and long-term perspectives.

Source: Grzymistawski (2013)
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stronger customer and stakeholder loyalty — Consumers with increased
social awareness are guided in their choices by trust with a business and
its image. A growing portion of consumers pay attention to how “organic”
a product or service is, whether social responsibility principles have been
observed in its production and to the overall reputation of a business;

better relationships with local community and authorities — Taking part in the
life of the local community, undertaking long-term and tangible social invest-
ments, facilitates effective and smooth business operations. Social responsi-
bility helps a firm become embedded in the community, become popular with
local inhabitants and win the trust of local authorities. A special role is played
by the cooperation with NGOs and building trans-sectoral partnerships;

improved competitiveness — The implementation of CSR principles is an
asset giving firms a competitive advantage. To Polish businesses, a trans-
parent CSR policy may be a way of building their positions in international
markets where expectations connected with meeting CSR standards are
more obvious;

improved corporate organisational culture — By taking up CSR challenges,
a business improves standards governing its conduct regarding stakehold-
ers (employees, business partners, clients) thus avoiding the cost of “bad
partnership”. These changes, based on trust, responsibility and transpar-
ency for all stakeholders, shape the corporate organisational culture;

shaping positive image among employees — Corporate social responsibility
is among the non-financial elements of staff motivation. Codes of conduct,
social programmes, and taking care of the environment improve the firm’s
image in the eyes of its employees. Employees have more respect for what
the firm is doing when they see that it addresses social problems vital also
for them;
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* attracting and retaining the best people — The improved image of a busi-
ness increases employees’ trust and makes it more attractive in the la-
bour market, which attracts new employees and helps to retain the best
ones;

* tax benefits — Social expenditure may reduce taxable base.

Social benefits include:

» giving visibility to the problem and engaging bigger social groups and the
government in the delivery of social goals,

» education of society,
* better shape of the natural environment,
» developing a philanthropic mindset,

 stimulating the economic and social development of the location, region
and even the country (Ratajczak, Stawicka 2008, p. 135).

2.8. CSR in practice

Businesses are more and more aware of benefits resulting from sticking to
CSR principles. Polish entrepreneurs believe that business operations modelled
in line with CSR positively impact their financial performance. In the study con-
ducted by KPMG, an improved image of the firm in the market was the most
often selected benefit — with over a half (52%) of respondents attributing it to
CSR-related activities. Another advantage of conduct compliant with corporate
social responsibility principles is the potentially stronger approval of the busi-
ness environment selected by over a third of the interviewed entrepreneurs
(KPMG 2015).

Almost half of the overall business population in Poland is involved in CSR ac-
tivities. Further, 15% consider launching them, meaning we may expect that the
idea will develop in Polish businesses in the years to come. This is true, however,
mainly of large and medium-sized enterprises, especially with the involvement
of foreign capital.

Businesses active in the field of CSR most often decide to support local com-
munities (89%) and engage with the natural environment (85%). These are the
two most important areas which featured in respondents’ opinions as the most
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important for their business operations. Below we present some examples of CSR
practices?’:

* Inthe autumn of 2014, acting within the framework of the Project “The Green-

est Terminal in Poland”, DB Schenker opened a new cross-docking terminal in
Ztotoria near Biatystok, the most environmentally-friendly one in Poland. The
terminal is equipped with LED and solar lamps, which enable them to reduce
CO, emissions by 31,400 tons annually. Solar thermal collectors on the roof of
the office heat utility water. The terminal also stores over 7,000 litres of rainwa-
ter, reducing water consumption. The building design ensures optimization of
daylight, good acoustics and adequate quality of air. There are heating and ven-
tilating devices in the hall installed to recover heat, and a condensation furnace.

“Forest full of Energy” is an original environmentally-friendly campaign
of the energy distribution company PGE, delivered in cooperation with
the Regional Directorates of State Forests. The project is designed to pro-
mote an environmentally-friendly attitude among children and youngsters
and is addressed primarily to local communities. The event was attend-
ed by ca. 700 people who planted over 40,000 trees. The same company
organised another campaign “Holidays against the Current — Discovering
Energetic Places”. It presented attractive tourist destinations in territories
earlier occupied by PGE for business purposes.

Under the “Huge Waste Collection” campaign, IKEA encourages its clients
to bring waste for disposal. In return, the company offers seedlings of var-
ious plants.

Kronopol launched a project “Actively through Green Forest”, within which
a cycling and walking route was regenerated, and fitness equipment (the
so-called outdoor gym) was placed in one of the favourite leisure locations
in Zary. The company also supplied 9 schools in the county of Zary with
bakery products once a week. They distributed 120,000 buns.

PGNiG TERMIKA within the campaign “Back to School” purchased school
kits for pupils from schools in the vicinity of their power stations.

Within the framework of the “Sustainability Ambassador” programme,
volunteers from Henkel visited schools to speak about the need to care
for the environment, the sustainable development idea and responsible
consumption, to more than 800 pupils.

7 Examples taken from: Responsible Business Forum (2015).
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60% of firms implement good practices in the area of health and safety at
work, dialogue with employees, recruitment, training or employee volunteering
programmes. Some examples are presented below:

The NEUCA company, which employs over 4,000 people, many of them par-
ents, launched “My Mamy” [We Mothers] programme. It includes a series of
opportunities for future parents starting from the period of pregnancy, such
as subsidies for childbirth classes, flexible working hours (agreed with the
superiors), participation in medical and preventive consultancy and events,
discounts in partner businesses, and refunded LUX-MED medical services.
When a child is born, the parents are entitled to a newborn kit, subsidies
for nursery and kindergarten, medical care for the parent until the child is 3
years old, an extra day off (paid) on the child’s birthday (until he/she is 11),
school kits for pupils and Christmas gifts. Parents who come back to work
receive a welcome kit (reimbursement of care treatments), a possibility to
work flexible hours, and to rent equipment to work at home.

The mBank Group employs over 6,000 people. It is not always possible to
reach those whose commitment and professionalism are exceptional. The
bank decided to find them and developed a programme “People Make Us
Stand out — Help Us Find the Outstanding Ones”. It motivates employees
to undertake new challenges and get involved in innovative ventures.

At Christmas time, the employees of PKN ORLEN take part in their employee
volunteering programme “Making Dreams Come True”. It consists in fulfill-
ing the wishes of children from orphanages. In 2014, the initiative was hand-
ed over to employees for the first time. They identified orphanages and care
centres to be targeted by the programme. In total, more than 700 employ-
ees made the dreams of children from 16 orphanages come true.

Tesco supports its employees’ families, in particular multi-child ones. Ed-
ucational scholarships of the Tesco Foundation for Children “Wise Start”,
worth PLN 1,500 each, were awarded to 116 children in the first edition of
the programme. On the occasion of Christmas, all children from low income
families received a 100 PLN gift card. The programme covers almost 800 Te-
sco employees (2,400 children) and its total amount exceeded PLN 240,000.

In KGHM, employees’ social activities focus around the volunteering pro-
gramme “Copper Heart”. One of its most organisationally advanced proj-
ects is that of the KGHM Bone Marrow Team. For years the team has been
promoting the fight against leukaemia and registers bone marrow donors.
Volunteers have registered over one thousand potential donors. Three of
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them have donated bone marrow and saved lives. Besides fighting leukae-
mia, volunteers propose other initiatives. To date they have, e.g. painted
doghouses in a dog shelter, organised charity concert and art workshops
for children from orphanages and cleaned up Kunickie Lake. They also con-
ducted several workshops in physics and chemistry for teenagers.

The underperforming state pension system, the wish to ensure financial se-
curity to its employees in the future and to make them aware that they need
to save regularly were reasons why Volkswagen Poznan launched its Em-
ployee Pension Scheme. The scheme could be joined by all employees who
had spent at least 2 years in the company. In 2014, the participation rate
was 88% and 26% of employees decided to pay additional premiums. Every
year, the company reminds its workers about the benefits of the scheme,
encourages them to join it, and informs those who leave the company
about what they can do with their accumulated assets. For Volkswagen Mo-
tor Polska, prevention means also the habit of taking care of one’s health
and changing the lifestyle. That is why, every two years, the company offers
a free-of-charge medical examination during working hours as a part of the
programme “Healthy Woman, Healthy Man”. The objective is to detect early
lifestyle diseases, such as diabetes, heart disease or cancer. An employee
diagnosed with any disease may benefit from a medical package paid by the
employer in case of serious diseases or use specialist medical consultancy
services. On top of that, there is a special social benefit fund which may be
used to finance costly treatment, surgery or specialist examination. Ca. 70%
of employees benefit from periodical examinations.

Why do some businesses not get involved in CSR projects? Maybe they are
not familiar with the CSR idea, they do not have enough knowledge or they lack
staff qualified to take care of the subject. Many firms do not see tangible benefits
of socially engaged actions and some do not have enough financial resources.

Questions and assignments

1.

54

What is your understanding of corporate social responsibility? How, in your
opinion, does corporate social engagement differ from Public Relations?

What benefits do socially engaged activities bring to business?

In your opinion, should businesses engage in social issues?

List the major stakeholders of an enterprise and explain their
relationships with it.
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Considering environmental protection requirements in business operations may, in
thelongrun, determine if a lasting comparative advantage can be achieved. That is why
our textbook, rich in case studies, identifies not only the threats a business may pose
to the environment but stresses the ways of reducing its negative impact. It discusses,
among other things, the concept of corporate social responsibility, environmental
management systems, methods and the importance of eco-labelling goods and the
so called green public procurement in the private and public sectors. The book is
addressed primarily to students of courses in economics and management. We hope
it will also make interesting reading for entrepreneurs, representatives of business
environment organisations and the staff of public administration at different levels.
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