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ABSTRACT

This PhD research started from an interest in how corporate social responsibility (CSR)
works in practice and in identifying how to motivate companies to actively and
meaningfully engage in CSR. It was further motivated by findings from previous research
projects (Bondy et al 2004, Bondy 2006, Bondy 2007, Bondy et a 2008 forthcoming)
which highlighted both the need for research in the area of CSR implementation, and the
interesting issues around how corporations deal with the complexities of governing

themselvesin agloba marketplace.

Therefore, thisresear ch investigates the systems and processes involved in devel oping
and implementing CSR strategy in atransboundary environment, so asto create
academically relevant and practically useful results. To accomplish this task, arange of
literatures were evaluated, focusing on CSR and how it isimplementation, and NI theory
as an analytical framework for understanding CSR in its broader context. A review of
these literatures revealed a number of gaps from within CSR and NI theory to which this
research responds. The two most significant gaps for this research are 1. the need for
empirically based, practically useful and detailed guidance on developing and
implementing CSR that is relevant in the transboundary context, and 2. a need to better

understand the role of agency at the level of the single organization and of the individual.

Theresearch isunderpinned by a subjectivist ontology, an interpretive epistemology and
amulti-method design. It is exploratory, inductive research with two primary data sets
gathered from managers who are functionally responsible for implementing CSR strategy
(40 semi-structured key informant interviews), and from individuals within a company

struggling to develop and implement CSR on adaily basis (single ‘typical’ case). Each
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data set is used to better understand development and implementation of CSR strategy
from two different perspectives (presentational and operational) for a more holistic

investigation of this underdevel oped areain the literature.

Thisresulted in arange of contributionsto CSR and NI literature primarily through
providing shape and definition to the existence of an institution of CSR. The data provide
empirical evidence to suggest the nature of the constraining and enabling characteristics of
CSR, through such contributions identifying a set of standardized practices, the key
internal and external pressures for engaging in CSR and strategic responsesto it. The
institution of CSR aso acts as a competitor to the traditional business model, providing

opportunities for political behaviour and the destabilization of both institutions.

Therefore, this research provides a contribution to knowledge by providing conceptual
and empirical insightsinto how CSR is developed an implemented in a transboundary
environment, by providing a partial characterization of an institution of CSR, and
identifying a novel mode of institutional change. This study also contributesto
management practice by providing guidance to companies on how to develop and
implement CSR strategy, and some of the strategic responses they may use to respond to

the pressures and opportunities presented by CSR.
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1. Institutionsand Agency in CSR Strategy: Introduction

1.1. Purpose and Aims

This chapter is an introduction to PhD research entitled Institutions and Agency in CSR
Strategy: An Empirical Investigation of Development and | mplementation. The objective
isto investigate, in detail, the existence of and key characteristics outlining an institution
of corporate socia responsibility (CSR) through an investigation of how it is devel oped
and implemented by companies from an interpretive perspective. This introductory
chapter introduces the reader to the research through a brief discussion of some of the
foundational characteristics and key results. The chapter therefore has four ams:

1. Tointroduce the research and to describe its key characteristics,

2. To set out the main research objective,

3. To highlight why CSR isadistinct and promising area of study,

4. To provide an overview of the key findings in anticipation of further chapters.

1.2. Introduction to Research and Key Characteristics

This PhD research started from an interest in how CSR worksin practiceand in
identifying how to motivate companies to actively and meaningfully engage in CSR, with
agoal of influencing business behaviour to help improve quality of life for humans and
other creatures alike. It was further motivated by findings from previous research projects
(Bondy et a 2004, Bondy 2006, Bondy 2007, Bondy et al 2008 forthcoming) which
highlighted both the need for research in the area of CSR implementation, and the
interesting issues around how corporations deal with the complexities of governing

themselvesin agloba marketplace. With akeen ambition to motivate action by business
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through rigorous academic study, the research is unabashedly applied and seeks to
investigate the phenomenon of CSR strategy development and implementation from both
an academic and practitioner perspective. These interests, in combination with the relative
newness of the field to academics and practitioners alike, have provided much scope for

practically relevant and conceptually interesting research.

These interests are a so supported by two issuesidentified in the literature: one, CSR has
become an increasingly important area of concern within all sectors of society (e.g.
Garrigaand Mele 2004) and two, thereisa‘relevance gap’ between management
researchers and practitioners (e.g. Tranfield and Starkey 1998), which has resulted in an
increased call from many management academics (e.g. Minztberg and Lampel 1999) to
focus on the ‘real-life’ or practice of management. Thus, the research aimsto respond to
both comments by investigating CSR through the practice of management. It seeks to
understand how companies develop and implement CSR strategy across their global
operations by using data collected from practitioners to create guidance for improving
CSR engagement by practitioners, and in contributing to academic knowledge on relevant
topics such as creating an implementation model based on empirics and the identification

of political motivesin supporting a particular institution.

It also follows a multi-method design underpinned by an interpretive approach to
investigate CSR as a pattern of socia action that is framed, shaped and negotiated by
contextual pressures and intense activity by organizational and individual actors. The
literature focused on implementing CSR acts as the foundation and backdrop for the
research, and New Institutional (NI) theory is used as an analytical lens through which to

understand the data and contextualize the contributions. Therefore, the key contributions
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such as evidence of a high degree of standardization of CSR practices within
multinational corporations (MNC), and political motives for supporting one institution

over another, are informed by and contribute to the CSR and NI literatures.

This research is multidisciplinary, empirical and applied. It spans arange of disciplines
from CSR and general management to sociology and psychology, each used to provide
wider insight into the data collected and implications of the contributions for the CSR and
NI literatures. It is empirical with two primary data sets gathered from managers who are
functionally responsible for implementing CSR strategy (40 semi-structured key
informant interviews), and from individuals within a company struggling to develop and
implement CSR on adaily basis (single ‘typical’ case). Each data set is used to better
understand development and implementation of CSR strategy from two different
perspectives (presentational and operational) for a more holistic investigation of this
underdeveloped areain the literature. Lastly, it is applied, with a keen focus on bridging
the relevance gap between management theory and management practice, and in creating
research results that are usable by business in the hope of increasing its uptake by them to
affect change. Therefore, this research furthers academic knowledge around CSR
development and implementation and NI theory, as well as creating guidance for
practitioners on how to develop and implement strategy, identifying the strategic
responses that are currently in use, and some of the challenges and impediments

companies face.

1.2.1. Introduction to Resear ch Philosophy

Asisdetaled in Chapter 3, this research is underpinned by a subjective view of the nature

of redlity, where the social world is‘ constructed’ by actors (individuals and groups) who
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create the ‘reality’ in which they operate (e.g. Burrell and Morgan 1979, Mertens 1998,
Denzin 2001, Aram and Salipante Jr. 2003, Berger and Luckmann 1967). This subjective
reality is based on the historical, cultural, political, economic etc. context in which the
actorsexist and is set ‘against a backdrop of shared understandings, practices, language
and so forth’ (Schwandt 2000: 193). Within this subjective redlity, the interpretive
paradigm suggestsit is possible to identify ‘ underlying patterns and order within the

socia world’ (Morgan 1980) to better understand how this reality is constructed.

This belief in identifiable social patternsis consistent with NI theory, where stable
patterns of social action are labelled ‘institutions’ and are constructed from repeated
patterns of human action associated with shared meanings. It is the underlying patterns of
stable social meaning that are of interest and both provide for an ability to study
institutional arrangements which are by definition social standards with high resilience
(Scott 2001), and allow investigation of the nature of these stable socia patterns. It is
through this investigation (in the form of a multi-method interpretive study) that it is
possible to identify the existing social patterns and the implications they have for our
understanding of CSR as a distinct area of research, and the institutions upon which our

social world is structured.

1.2.2. Research Objective

Thisresearch is based on asimple, practical question - how do corporations develop and
implement CSR strategy across their global operating locations? In order to investigate
key elements of this phenomenon, the objective of thisresearch isto investigate, in detail,
the existence of, and key characteristics outlining, an institution of CSR through an

investigation of how it is developed and implemented by companies. Thisincludes three
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more specific objectives. to investigate the key governance systems and processes
involved in developing and implementing CSR strategy, to identify how organizational
and individual actors respond to the constraining and enabling characteristics of CSR
in their wider environments, and to understand how these actors use their power and
influencein shaping CSR to fit their political agendas. While starting from a practical
problem identified by practitioners, this objective implies much about the relationship
between business and society and the role that actors have in shaping our understanding
of CSR and its legitimate form within business. Therefore, the research seeksto
investigate how CSR is devel oped and implemented within its business context, using NI
theory as arobust frame for investigating CSR more broadly and for helping to explain
why CSR is dedlt with and regarded the way it isin practice, resulting from its

competition with traditional business imperatives.

1.2.3. Introduction to Results

This research provides evidence to suggest that MNCs act on CSR in very similar ways
(i.e. ‘standardized practices’ described in Chapter 4), and that this samenessin the
systems, processes and activities provides empirical evidence of stability around what we
understand to be CSR, and indirectly provides evidence of an institution of CSR.
Thereforeit is possible to define CSR as an institution based on the literature (described
in Chapter 2 using the definition provided by Scott (2001)), and thisis supported by the
Standardized Practices of Chapter 4 where the sameness in the approach to CSR provides
empirical evidence of stability around CSR practices. The existence of an institution of
CSR can be further supported with empirical evidence of the constraining (context factors
in Chapter 5) and enabling (strategic responses in Chapter 6 and conflict in Chapter 7)

forces of thisinstitution, and therefore how it is both a medium and an outcome of the
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practices that it influences (Giddens 1984 in Scott 2001). This chapter then introduces the

research and provides the reader with a general overview of why the research has been

conducted, starting with why CSR isadistinctive area for study.

1.3.

CSR as Distinct Research Area

What then makes CSR a distinct area worthy of study?

It isinherently based on realigning business with what is the ‘right’ way to operate
in contrast with other *amoral’ concerns of business such as efficiency,
profitability etc.

It includes social, environmental, economic and ethical issues bundled together as
highly interconnected and inseparable elements of social life that both impact and
are impacted on by the social structures of humans.

It represents a challenge to traditional business interests given that CSR has
fundamentally different philosophical underpinnings (e.g. single bottom line
philosophy versus triple bottom line philosophy), therefore helping to highlight
areas of organizational and institutional change as actors attempt to reconcile these
different philosophies within an organization.

It ismultidisciplinary asit is composed of arange of disciplines such as business
ethics, economics, devel opment, psychology, sociology etc. and thus requires
competencies from arange of individuals working together to create effective
CSR engagement. In academia this has implications for understanding a broad
range of literature from across a range of fields such as indicated above. In
organizations, this means increased communication between sometimes siloed
departments and cross-functional teams with the ability to see the consequences

and risks associated with corporate actions.
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e Dueto its multidisciplinarity, it potentially has positive and negative effects on all
aspects of the organization including its structures and processes and thus has
implications for organizational structure and change.

e |t requires attention to actors (groups and individuals) traditionally not permitted
access to or voice on the operating practices of organizations. Thus, it gives
internal and external stakeholders the societal legitimacy to have more effect on
the actions of organizations.

e Theincreased access of stakeholders to organizational processes and decision-
making requires a paradigm shift on the part of organizationsin terms of what
issues are deemed important and how they go about their daily business activities.

e Itismainly an applied area of research asit focuses in on how to improve social
life by encouraging organizations to mitigate negative and enhance positive
impacts of its operations.

Therefore, CSR is adistinct area of study for business because it includes a moral/ethical
component focusing on what should be of importance to business and how they should
behave regarding a set of issuesthat are in some cases traditionally held to be the
responsibility of governments (e.g. provision of water and energy to citizens, right to
collective action etc.). This highly interrelated group of financial and non-financial issues
requires cross-disciplinary understanding and action by arange of participating
stakeholders to ensure the outcomes are of benefit to al those groups who should be
benefiting from corporation action. Also, because CSR is fundamentally different at a
philosophical level to the traditional business logic and thus is a competing logic* (see

Chapter 7), it provides many opportunities to investigate why organizations operate the

! Whileit is outside the scope of this research to discuss the dominant logic (the traditional business model)
in any detail, it can be understood as the institutional arrangements that support and are predicated upon a
single bottom line philosophy focused on financia concerns. The logic of CSR on the other hand is
predicated upon the triple or multiple bottom line focused on at least social, environmental and economic
concerns) (Elkington 1997).
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way they do, how they change, under what conditions, how this impacts on structures,

processes and val ues etc.

1.4. Research Map and Contributions

Asisindicated above, this research provides evidence for the existence of a CSR

institution, and investigates some aspects of how organizations and individual s interact

with and shape the institution. Thus, institutions are dynamic patterns of socia action

constructed by humans as away or organizing and stabilizing socia life. The research

map illustrated in Figure 1 describes the connections between each of the key concepts

and results in the research.

Figure 1 Research Map
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Starting at the top of the diagram, the fact that an isomorphic form of CSR (or standard
set of practices) can beidentified is evidence that CSR isitself an institution. Whileit is
possible to define CSR as an institution based on the literature (described in Chapter 2
using the definition provided by Scott (2001)), the standardized practices of Chapter 4
provide empirical evidence of stability around CSR and thus the existence of an
institution of CSR. Chapter 4, in combination with the individual, organizational and
national/ transnational contextual factors described in Chapter 5 also highlight the fact
that many businesses increasingly feel the pressure to engage in CSR, and thus to reflect
the rules, norms and cultural scripts (Vidaver-Cohen 1998) that give organizations the
required legitimacy to continue operating within society. Thus, Chapters 4 and 5
demonstrate the existence of the CSR institution and its constraining influence on
organizationa and individual actors. Chapters 6 and 7 thus show the enabling
characteristics of the CSR institution, where both organizational (Chapter 6) and
individual actors (Chapter 7) operate in strategic and political ways to exert their
influence over the institution to achieve a particular agenda. Chapter 6 illustrates the
range of strategic responses employed by organizations who are both responding to and
working to actively influence the institution of CSR, and shows how agency is working at
the organizational level. Chapter 7 also shows the role of agency in influencing the
institution of CSR but at theindividua level, where the institution of CSR (with itsown
distinct institutional logic (TBL)) is brought into a business aready operating according
to the traditional business model (with its own distinct logic (SBL)), causing conflict
between the two logics. As part of this conflict, actors support one of the alternatives (in
this case either the CSR logic or the traditional business logic) and select their alternative
based on whether it is the best for them politically. Therefore, some actors support an

institution for political reasons and not because they agree with the logic of the institution
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or becauseisit in their rational self-interest to support it. In supporting an aternative
institution, this can cause revolutionary/ evolutionary changesto either institution (e.g.
Scott 2001, Hoffman 2001), or cause an ingtitution to go into decline (Chapter 8). Actors
who are quick to recognize their ability to influence an institution and its distributional
outcomes (Knight 1992), and who actively work to shape and frame the institution may
become the dominant playersin the new institutional arrangements (Leblebici et al 1991).
This potential for actors to significantly influence the form of institutions has been
recognized by many MNCs and at present the dominant institutional logic (traditional
business model) is undergoing evolutionary changes to incorporate the pressures currently

exerted on it by those in support of the institution of CSR (Chapter 8).

Therefore CSR is not only a distinct research area, but based on its distinct characteristics,
isaso anove context from which to investigate areas currently under-devel oped in the
NI literature around how an institution becomes fully institutionalized (Tolbert and
Zucker 1996) whileit is occurring and not in retrospect, how institutions are influenced
by the role of agency of organizations and individuals, and how it interacts or ‘ competes
with other institutions in the minds and behaviour of actors to either become the new
dominant logic (Leblebici et al 1991) or to undergo evolutionary/ revolutionary changes
(e.g. Scott 2001, Hoffman 2001). Thusit is possible to investigate the ‘duality’ of
institutions discussed by Giddens (1984) (in Scott 2001) as both the ‘ medium and the

outcome of the practices that they recursively organize'.

15. Flow of Chapters

This chapter provides an introduction to the research and key contributions, and is

followed by chapters discussing the main areas of relevant literature and the research

Krista Bondy Chapter 1 — Introduction 10



philosophy, methods and data analysis techniques. These are then followed by the four
‘data’ chapters, where key results are presented with the relevant evidence found in the
two data sets. Chapter 4 (thefirst of the data chapters) describes the isomorphic form of
CSR, or the set of standardized practices used by MNCs. Thisisfollowed by the main
contextual factors for the business from inside and outside the organization (Chapter 5)
that affect the development and integration of CSR by business and thus highlight the
constraining elements of the institution of CSR. Chapters 6 and 7 highlight the enabling
characteristics of the CSR institution by investigating the role of agency by organizations,
and individuals within organizations, and their ability to shape and frame the institution of
CSR, and the influence within a business of CSR as a competing institutional logic. The
fina chapter (Chapter 8) brings these key elements together to suggest how the institution
of CSR works, how it is shaped, how actors have been involved in shaping it and what

implications this has for the future of the institution.
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2. CSR and New I nstitutional Theory

2.1. Purposeand Aims

Chapter 1 provides an introduction to the research, its key characteristics and the main
results. This chapter provides an overview of the relevant key concepts from within the
CSR and NI theory literatures, focusing particularly on ‘implementing CSR’ literature and
key elements of NI theory relevant to later discussions such as legitimacy, stability and
isomorphism, the constraining and enabling characteristics of institutions, and the

strategic role of actors.

Therefore, this chapter has six aims:
1. Tointroduce the general concept of CSR,
2. To describe current literature within the CSR field related to implementation,
3. Tointroduce NI theory,
4. To describethe critical elements of NI theory relevant to this research,
5. Tolink these two literatures together, and
6. To highlight the key insights gained from this review that are relevant in

investigating the research objective.

2.2. Literature on Implementing CSR

This section focuses on existing contributions to knowledge around CSR implementation,
illustrating the need for a more detailed, empirically-based model of implementation in
practice, and the need for amodel which focuses specifically on organizations operating

across national borders. Before highlighting these gaps, it is necessary to first have a brief
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discussion of CSR and how it is regulated by companies, aswell as abrief look at MNCs
and the different strategies they employ in responding to a transboundary operating
environment. These sections are intended to provide a glimpse of some general CSR
literature that supports investigating the research objective. This introduction to CSR will
then be followed by the key area from within this body of literature — devel opment and

implementation.

2.2.1. CSR asaField of Scholarship

Many scholars have discussed different aspects of CSR such aswhat it is (e.g. Carroll
1979, Wood 1991), how to do it (e.g. Nattrass and Altomare 1999, Cramer 2005a, Jonker
et a. 2004), what factors affect its degree of integration within business (McWilliams and
Siegal 2001), how to contral it (e.g. Husted 2003), who should be involved (Donaldson
and Preston 1995), how to communicate it (e.g. Morsing 2003), how to encourage
companiesto engagein it (e.g. Vogel 2005), and how it relates to the wider society (e.g.
Swanson 1999, Donaldson and Dunfee 1994). While they have yet to agree on a standard
definition by which CSR (and related terms such as corporate citizenship, corporate social
performance, corporate socia leadership, corporate accountability, sustainability,
sustainabl e devel opment, responsible business, stakeholder theory, etc.) can be
understood (Waddock 2004), there is an ongoing consensus in the literature that these
terms are roughly similar in meaning (e.g. Matten and Crane 2005, Matten and Moon
2008, Garrigaand Mele 2004). As such, this research follows a similar rationale, where
al terms have roughly the same meaning and are referred to throughout this research as
‘CSR’. CSR within this dissertation can therefore be defined as

An aternative institutional logic within business that instead of focusing on

the single bottom line of financial imperatives, instead challenges business to
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balance triple bottom line imperatives (socia, environmental and economic
(Elkington 1997)), integrating them into their ‘values, culture, decision
making, strategy and operations in a transparent and accountable manner and
thereby establish better practices within business, create wealth and improve

society’ (Industry Canada 2006).

However, the ambiguity within the literature to define CSR has resulted in arange of
theories that try to describe and define CSR conceptually and/ or in practice, and that

stem from very different understandings of CSR.

Garrigaand Mele (2004), Windsor (2006) and Meehan et a (2006) provide
categorizations of CSR theory according to the motive for corporate engagement. Motives
are categorized in the main based on whether CSR activities are intended to improve the
financia performance of the company (business case), or result from the role the
company should havein society (ethical). For instance, Garrigaand Mele (2004) illustrate
four different types of theory — instrumental, political, integrative and ethical —all of
which indicate why CSR is and/ or should be important to corporations (such asto
improve profits, or to improve relations with stakeholders etc.). The same is true of both
Windsor (2006) and Meehan et a (2006) where they talk about the benefits and
limitations associated with ethical and economic theories that try to integrate both to some
degree. Aguileraet a (2007) describe three types of motivations, instrumental (or
business case reasons), relational (focused specifically on the individual, his/her identity
and relationship with management) and morality-based. Each of these typologies
categorize the range of CSR theories according to the role corporations either do or

should play in society (and in some cases how individualsfit into that) and therefore offer
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a synthesized account of the research supporting why CSR isimportant and why business

‘should’ engagein CSR.

By categorizing CSR theories in this way, these authors implicitly highlight one of the
main debates within thisfield — CSR as atheoretical construct versus CSR as an applied
field. For instance, those who argue for ‘ethical’ or *morality-based’ theories of CSR
suggest that companies have amoral obligation to be responsible. Thisis the case with
normative stakeholder theory where companies have an ethical duty to recognize the
intrinsic value of stakeholdersin and of themselves and who also have alegitimate
interest in the activities of the organization. Therefore, the rights given to stakeholdersin
this regard confer duties on the organization to consider and respond to the stakehol der
interests (e.g. Donaldson and Preston 1995, Swanson 1995, Maignan and Ralston 2002).
These theories assume that the motivation for engaging in CSR is important because it has
implications for how companies react. Companies should be engaging in CSR because it
isthe ‘right thing to do’ and not because of any advantages or benefits accruing to itself or
stakeholders as aresult. However, these types of theories take the discussion of CSR very
much out of the realm of practice and into the realm of abstract theory. They focus on
CSR as providing the ethical justification for improving ‘process’ benefits to stakeholders
(e.0. such as being given access to or becoming a priority within the decision making
process), where the benefits are important but incidental to the process, and where

application within a practical context tends to be quite difficult.

On the other side of this debate are the ‘instrumenta’ theories where CSR is used as atool
for achieving traditional business benefits such as improved profitability or return on

investment for shareholders. Whether this can be considered CSR is controversia (e.g.
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Freidman 1970), but it can be viewed as the extreme side of the business case argument,
where CSR isjustified by organizations based on its ability to provide tangible benefits
and outcomes, first to the organization and second to its stakeholders (e.g. Davis 1973,
Business for Social Responsibility 2004, Aaronson and Reeves 2002, BITC 2003, Frehs
2003, European Multistakeholder Forum on CSR 2004, Government of Canada 2006).
This focus on outcomes means that instrumental theories tend to be well grounded in
current practice of CSR but do little to address the normative side of CSR that is missing

in much of current practice.

Other categories of theory where the practical and theoretical are explicitly combined
such as the political and integrative types described by Garrigaand Mele (2004), help to
problematize the role of businessin society by incorporating key aspects of context such
as cultural differences (e.g. Donaldson and Dunfee 1994) and providing tentative
solutions to these issues. However, dueto the lack of empirical evidence often quoted in
the creation or support of these theories, they tend towards the abstract side of the
continuum and therefore need further development to improve the relevance to practice.
Therefore, there is a need within the general CSR literature for further devel opment of
‘mixed’ CSR theories, where both the normative underpinnings and the relevant key

contextual factors are taken into account to help explain and predict CSR activity.

2211 Regulation and Control of CSR within Organizations

Within the general CSR literature, the issue of how companies are regulated is an
important part of the context in understanding why and how they become involved in
CSR in thefirst place. Some work examines the benefits and limitations of legislation and

regulation in controlling corporate behaviour in the context of CSR (e.g. International
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Council on Human Rights Policy 2002; Lenox and Nash 2003; Ruhnka and Boerstler
1998). Although intended to provide rulesthat direct al citizens, including corporations,
to behave in away that meets larger societal objectives, the limitations of legislation and
regulation have left governments searching for alternatives. Therefore, many governments
opt for regulatory strategies that involve participation from non-legal bodiesin the
development, monitoring and enforcement of desired social objectives (Wotruba 1997,
Carroll and McGregor-Lowndes 2001, Martin 2003, Ruhnka and Boerstler 1998) and
structures more suited to the fast-paced and dynamic environment in which corporations

operate.

Thisincreasing interest in self-regulation also stems from the perceived failure of
governments to control corporate behaviour and to provide some of the basic civil, social
and political rights afforded their citizens (Matten et al 2003). Some believe that the
failure of governmentsis due in large part to imperfections in the market economy
(Thompson 2002), and the impacts of globalization (Wilson and Lombardi 2001,
Culpeper and Whiteman 1998). Furthermore, the emergence of new technology and new
risks such as genetic engineering, global warming etc. have exposed the weaknesses of
governments in dealing with global issues (Matten 2004). The failure of governments and
markets, the internationalization of markets and corporations, and the emergence of new
risks and opportunities have led to an increased need for improved accountability

mechanisms both within, but particularly across borders.

Globalization and the internationalization of some corporations adds a whole new level of
complexity to corporate regulation due to the varied regulatory environments MNCs

encounter while operating across borders, and the lack of international regulation and
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enforcement at the global level (Martin 2003, Carroll and McGregor-Lowndes 2001). The
preferred alternative by both governments and corporations aike appears to be self-

regulation.

Self-regulatory initiatives offer ameans to control corporate behaviour across borders as
they are not tied to any particular political system or territory, and therefore can be
applied in avariety of locations within corporations, industries or sectors, depending on
the scope of theinitiative and the will of the corporation in implementation. As Wotruba
(1997) and Ruhnka and Boerstler (1998) point out, discussions of self-regulation focus
primarily on codes of conduct, as they are considered a central tool by corporations and
government to achieve corporate self-regulation. Although by definition voluntary, some
authorsin fact question the notion that codes are an option, particularly for
internationalized corporations. Berenbeim (2003) suggests that codes are a key element of
corporate compliance systems, and are essential in global markets where thereisa
dependence on the corporation’s ability to self-regulate. Frenkel (2001) indicates that
codes are the ‘main corporate instrument’ (p.523) in maintaining labour standards and
constitute the most tangible expression of the increase in CSR (also see Sgjhau 2000).
Others go further to suggest the importance of codes to both corporations and
governments. Wotruba (1997) suggests that codes are a central tool used by business and
government to achieve self-regulation. Snyder (1999) further suggests that codes are
perhaps more important than formal regulation. Paine et al (2005) indicate that codes can
be considered alegal necessity ‘at least for public companies with a presencein the
United States' (p.122). Thus, codes form an integral part of CSR self-regulation in
practice and are often the formalization of a corporation’s commitment to CSR, or in

other words, their formal CSR strategy.
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Dueto the fact that there is awide range of definitionsfor ‘code’ (e.g. Kolk et a 1999,
Kaptein and Wempe 2002, United States Council for International Business 2000, ILO
n.d.a, ILO n.d.b, Forcese 1997, Alexander 1997, Dickerson and Hagan 1998, OECD
2001b, Diller 1999), and there isagreat deal of confusion for academics and practitioners
about what a code actually isin comparison with policies or sets of principles (e.g.
Stapenhurst and Pelizzo 2004, Bondy 2006), CSR has been operationally defined

according to the formal strategy document (see section 2.2.3).

221.2. Focuson MNC

MNCs are distinct from other forms of business due to the fact that they operate across
national borders. This creates novel business opportunities and challenges such as access
to cheap labour and natural resources, working with foreign governments and in foreign
cultures, tacit knowledge of new groups of people for usein innovative new offerings and
co-creation of products etc. MNCs therefore have many unique challenges working to
govern their practices in such large and widespread operations and are unique from forms

of business that operate only within the borders of their home country.

In the last five to seven years, many MNCs have been devel oping worldwide codes (or
CSR strategies), which they have applied across the global business. Many expect, and an
increasing number require, these codes to be implemented as written in all global
operating locations with all employees. In almost all cases, these CSR strategies act as the
key guidance and implementation document for all operations, creating significant
concerns around the importation of culture, the appropriateness of certain practicesin

different global operating locations, the use of CSR strategies to monitor and control
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employees etc. Due to the breadth and depth of these concerns, the current research was
limited to investigating the governance structures and cultural implications of these

structures in developing and implementing CSR strategy.

Therefore, due to the unique governance conditions, the increasing use of worldwide
codes as the key CSR strategy document, and also the fact that larger companies are more
likely to be more mature with CSR implementation (Maignan and Ralston 2002), the
focusin thisresearch is on MNCs. Within the CSR and general management literature,
there are three main strategi es attributed to companies who work in a global market.
These strategies influence how these companies approach CSR, particularly at the

development stage, as will be seen in Chapters 4 and 6.

2.2.1.2.1. Local StandardsApproach

The local standards approach describes MNCs which are relatively decentralized and
where much of the control and authority for key decisionsis held by local operating
facilities. Hofstede (1994) views management practices as culturally relativistic (such as
organizational structures, leadership styles, motivation patterns and training and
development patterns), and therefore the focus for MNCs is on deciding which practices,
not which values, it will hold in common, as the values must be different to respond to the
varied cultural environments. It is anticipated he would suggest that CSR must also
respond to the differencesin culture, therefore, encouraging alocal or customized
approach. Thisthesisis supported by his earlier work (e.g. Hofstede 1980), and by others
using his framework within the context of business ethics and CSR (e.g. Smith and Hume
2005, Katz et a 2001, Veser 2004, Baumast 2002, Stajkovic and Luthans 1997). These

papers al support the notion of adapting practices related to CSR to the local level.
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2.2.1.2.2. Universal Standards Approach

On the other hand thereisliterature to support the creation of universal standards as a
basis for CSR (e.g. Carasco and Singh 2003, Cragg 2005, OECD 2001a, Gordon 2001,
Maguila Solidarity Network 2004, Doig and Wilson 1998, Frederick 1991, Paine et a
2005, Boudreaux and Steiner 2005, Sethi 2003). This group of authors tends to argue the
need for a set of universal CSR standards, in order to secure the necessary credibility and
legitimacy for CSR to be successful. Many of these authors argue that at a minimum, the
universal standards should be based on the UN Declaration of Human Rights and the
eight ILO Conventions on labour issues. But others go beyond this to suggest that basic
environmental and community engagement standards are aso required as a minimum

universal threshold of CSR engagement.

2.2.1.2.3. Local Worldwide Approach

The ‘local worldwide' approach is philosophically similar to the work of Donaldson and
Dunfee (1994) who would agree that the local institutional environment must be taken
into account, but they suggest that some values transcend cultures and therefore should
form the basis for ethicsin MNCs. These *hypernorms’ are fundamental to human
experience and therefore put alimit on the ‘moral free space’ given to actors operating
within their own environments. They suggest for instance that murdering those who break
contracts should not be condoned in any environment as murder is considered to be
universally wrong. Therefore, the hypernorm of murder puts alimit on the micronorm of
acceptable sanctions for breaking contracts. As with the authors promoting universal
standards, Donaldson and Dunfee (1994) suggest hypernorms should include ‘ core human

rights such as persona freedom, physical security and well being, political participation,
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informed consent, the ownership of property, the right to subsistence and the obligation to
respect the dignity of each human person’ (p.267). Although they identify six principles
for helping understand the interaction between hypernorms and micronorms (or in their
words the priority rules), it is very unclear from this paper how groups such as
corporations can identify existing hypernorms, and therefore acceptable micronormsin

practice.

However, this sense of ‘being local worldwide’ is echoed by such authors as Belanger et
al (1999) who describe the efforts of MNCs working in avariety of cultures and the
inherent difficulties associated with trying to act globally and locally at the same time.
Leisinger (2003) highlights this difficulty very well by suggesting the problems associated
with ‘ putting across a consistent and coherent message, at the same time taking account of
cultural nuances [which] can make an enormous difference in the implementation

process' (p.119).

Therefore, MNC perception and activity around CSR is linked to the global operating
strategy they utilize within the business. These strategies have implications for the nature
of CSR strategy that is developed and thisissueis further investigated in Chapters 4 and

6.

Where this section was used to introduce CSR by briefly discussing a definition, different
types of theories, why MNCs are a distinct context for investigating CSR, and how their
choice of operating strategy has significant implications for CSR, the following section

focuses on the key area of interest within the CSR literature — CSR implementation.

Krista Bondy Chapter 2 — CSR and NI Theory Literature 22



2.2.2. Implementing CSR Strategy

While many corporations, particularly large MNCs, use a range of tools for engagingin
CSR, codes are by far the most popular and predominant (e.g. White and Montgomery
1980, Conference Board 1992, Webley and Le Jeune 2005, Mele et a 2003, Bondy et a
2004, Donaldson 1996). For instance, codes are in use by approximately 95% of Fortune
500 Companies (Conference Board in BSR 2004), 85% of FTSE 100 (Institute for
Business Ethics 2008), 83% of top revenue generating companies in the UK, Canada and
Germany (Bondy et a forthcoming 2008), 70% top revenue generating companiesin

Argentina, 49% in Brazil and 65% in Spain (Mele et al 2003).

As such, codes as afavoured tool for formalizing commitments to CSR issues (and thus
acting as the company’ s CSR strategy) have also been favoured in the literature on CSR
implementation. To better understand the body of literature around CSR implementation,
the section begins by briefly looking at implementation in the general management

literature, before focusing specifically on CSR and CSR codes in turn.

2.2.21. Implementing Strategy within Business

Piercy (2002) has defined implementation as ‘ a process of making strategy work and
identifying the things needed to get from the plans to the action’. Although this definition
of implementation is helpful in understanding the basic concept, in practice

implementation is a nebulous and complex phenomenon.

This makes defining implementation problematic. In fact, there is an undercurrent of
disagreement about what implementation is and whether it isasmall part of a much larger

process (including planning, adoption, implementation, measuring, and feedback) or if it
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includes these processes. In their synthesis of implementation literature from the
innovation field, Real and Poole (2005) discovered that there was little agreement on
where it starts and ends, thus causing them to suggest that perhapsit is not well

understood.

Many definitions for implementation tend to be quite context specific. Policy
implementation has been defined by Bergen and While (2005) as ‘ encompassing those
actions by public and private individuals (or groups) that are directed at the achievement
of objectives set forth in prior policy decisions (p.2). Roome and Jonker (2005) define
implementation of CSR for their purposes as * as an emerging sense making process
developed over a period of time, shaped by a series of (non)intentional choices and
actions by various actors and influenced by a changing set of conditioning and intervening
factors (p.3). Real and Poole (2005) quote two separate definitions of innovation
implementation: ‘ payoff stage of the innovating process, the innovation is put in place and
the process of embedding it in the organization becomes the central activity’ and ‘the
transition period during which targeted organizational members ideally become
increasingly skilful, consistent and committed in their use of an innovation’ (p. 67). These
examples show the variety of waysin which implementation is understood in particular
contexts, and show amix of views of implementation as a micro or macro-process.
However, where a context-specific definition of implementation does not exist (suchis
the case with CSR development and implementation unless the researcher uses the sense-

making approach), understanding what it is becomes difficult.

Due to these difficulties in defining implementation, and based on the messiness of

implementation in practice, this research focuses on understanding development and
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implementation of CSR strategy as one fluid interconnected meta-process. Thus, by
looking at both ‘development’ and ‘implementation’, this research avoids artificial
distinctions between when phenomena are being conceived, discussed, planned,

measured, evaluated etc. and when they are being acted on, as these micro-processes are
an integral part of the whole. In many cases, these elements (or micro-processes) occur
simultaneously, or in an order counter to what we might expect (e.g. creating an employee
volunteering program to build a school in rural Peru before understanding what part this
school building hasin the overall efforts of the organization and how it islinked to
organizationa strategy). In other words, many companies act before they plan and these
actions affect future planning, resulting in emerging strategy development (Mintzberg and
Waters 1985), and thus the activities and processes involved in planning and acting affect
each other simultaneously. Therefore, it is both an artificial distinction and an inaccurate
reflection of practice to separate implementation from other micro-processes such asissue
conception, planning, measurement and feedback etc. As such, the research will adapt
Piercy’ s (2002) definition to the following — implementation is a macro process that
includes the development of strategy, a process for making that strategy work, identifying

the things needed to move from the plans to the action, and then doing it.

Within the more general management literature, there is a wide range of contributions on
implementation. A few examplesinclude: process theories of organizational change and
development (Van de Ven and Poole 1995); an exploration of the link between
implementation intentions and goal achievement such that the gap between
implementation intentions and goal achievement can be explained to some degree on the
basis of strong and specific situational cues stimulating behaviour of individualsif thereis

perceptual openness to these cues (Sheeran et al 2005); that an individual’s ‘readiness for
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change' positively impacts on the success of change implementation processes and is
affected both by the presence or absence of a strong human resources culture and the
ability to reshape employees capabilities (Jones et al 2005); the fact that authority
structures and psychological safety affect the implementation success of small teams
whereas team stability and specific organizational characteristics such as size, resources,
management support etc. have no effect on implementation success (Edmondson et al
2001, Edmondson 1999); how individual ‘acceptance of change is directly proportional to
the degree to which the change can be made to appear non-threatening and incremental to
existing practices' (Krizov and Allenby 2004 44); the characteristics of a‘good
implementer’ - primarily goal centred, highly interactive, controlled, intolerant of non-
compliance and with ahigh Type A personality pattern (Bonoma 1985 in Lane 2005:
118); poor communication and resistance from co-workers are key barriers to
implementation (Lane 2005); the impact cultural variables have on behaviour of
individuals in implementing identical safety programs (Bumstead and Boyce 2005); how
new projects must be aligned with core business objectives to ensure successful
implementation (Villachica et al 2004); typologies of implementation typesin the
continuous improvement literature (Rijnders and Boer 2004); model of lean production
implementation that ‘ingrains the human perspective’ (Sawhney and Chason 2005);
model for optimizing self-assessment in implementation of total quality management
(TQM) (Conti 1997); amodel of shared governance to increase likelihood of
implementation success (Scott and Caress 2005); and the main dimensions of
implementation of risk systems focusing on the ‘ development’ stages of implementation
(Greenhill 2005). These examples of the existing literature in other management areas
show the breadth of available models, causal factors, mediating factors, typologies etc. to

explain different contexts around implementation.
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Contributions from Van de Ven and Poole (1995) and Rijnders and Boer (2004) highlight
the complexity and variety of ‘types of implementation and organizational change, and
are therefore useful in helping to shape the analysis and describe the results around
implementation within the context of CSR. Van de Ven and Poole (1995) identify four
process theories of organizationa development and change based on two criteria (see

Figure 2).

Figure 2 Process Theories of Organizational Development and Change (Van de Ven and Poole 1995)
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® Arrows on lines represent likely sequences among events, not cousation belweean avents.

Thiswork suggests that these different process theories of organizational change can
occur at the sametime, or at different stages of the organizational development and
change and are the foundation for understanding types of change within organizations.
Thisisuseful in understanding the types of organizational change normally in evidence

with regard to CSR.
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The contribution provided by Rijnders and Boer (2004) aso illustrates the complexity and
fluidity of organizational change in the context of implementation. They highlight many
problems associated with simple, fixed, linear models of implementation such as the need
to show alternative paths through a number of activity stages, and the influence of social
activities and individual actors on these processes. Therefore, they suggest that
implementation is better depicted as a ‘ constellation of activities and other events which
areaimed at, result in, or have an impact otherwise on, the realization and embedding’
(p.285) of continual improvement within the organization. To respond to these
difficulties, they suggest that the implementation process includes:

o pardle processes (in continual improvement they have identified three:

substantive, process management and transaction (internal diffusion) processes),
e that are influenced by contextual events,
e can be described in terms of (or combinations of) activities, actors and time,

e and consist of activities leading to change, whether they were intended or not.

Langley (1999) would agree that these stepped and linear models of implementation may
be too rigid in helping to understand the complexity of real-life processes, and thereforein

addressing the research objective.

Therefore, while the implementation models existing within the general management
literature may be of little help in understanding the novel phenomenon of CSR
development and implementation, the contributions highlighting the complexity, variation
and fluidity of implementation are useful analytical tools to investigate the existing CSR

and code implementation literature.
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22.22. Implementing CSR

This clarified understanding of ‘implementation’ provided by the general management
literature is useful in both providing a fundamental understanding of process that can be
applied within CSR, and an analytical tool for evaluating existing contributions within the
CSR literature on implementation. Within this body of literature are a number of
frameworks, models, and ‘ questions to consider’, that describe both current
implementation processes, and theorize on ideal processes and considerations (e.g.
Cramer 20053, Nelson 1999, EFQM n.d., Labour Behind the Label n.d., van Marrewijk et
al 2004, Nijhof et a 2005, Veser 2004, Carlisle and Faulkner 2004, Murray n.d., BSR
Ethics Codes/ Values 2004, Clean Clothes Campaign 1998, Zwets oot 2003, Murphy
1988, Hill et al 2003). For instance, Nijhof et al (2005) created a conceptual four phase
process model for implementing CSR that starts with a consultation process (balancing
organizationa and stakeholder expectations), then moves to an integration process (where
CSRis‘anchored’ to relevant primary and secondary process of the organization),
followed by ajustification process (where actions and choices of the organization are
justified through communications with stakehol ders based on monitoring and reporting)
and finished with the evaluation process (where all stakeholders evaluate and judge actual
behaviour in terms of its responsibility or irresponsibility). Whereas Zwetsl oot (2003)
conceptualized a collective learning process for organizations involved in implementing
CSR and Carlisle and Faulkner (2004) created a stages framework for culturally

embedding CSR, as shown in Figure 3.
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Figure 3 Examples of Implementation Modelsin CSR Literature (Zwetsloot (2003) & Carliseand

Faulkner (2004))
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In particular, the triple bottom line approach (people, planet, profits or social,

environmental, economic) developed by Elkington (1997) and the European Foundation

for Quality Management (EFQM) model appear to be more popular approaches. Also the

National Initiative for Sustainable Development (NIDO) programme devel oped by the

Dutch government has al so received much attention in the CSR implementation literature,

and has been used to create a variety of publications based on CSR implementation within

industry (e.g. Cramer 2005a, Cramer et al 2004, Roome and Jonker 2005, Jonker and de

Witte 2006). Often the research resultsin ‘stages’ models for CSR implementation where

implementation starts as stage 1 and progresses to the end of the stages in the prescribed

order. For instance, the NIDO model has the following components (Cramer 2005a):

e Zero-assessment

e Design structured approach
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e |dentify stakeholders and demands

e Formulate vision, mission, code

e Develop short and long term strategy and action plan (use GRI for indicators and
reporting)

e Set up monitoring and reporting system

e Embedding CSR in quality and management systems

e Internal and external communication of approach and results

Many of these models tend to lack detail or empirical support, have afixed structure or
linear, closed loop approach to the processes involved in implementation, are missing
critical elements of the development and implementation process such as discussing the
adjustments to the various governance systems within the MNC (i.e. human resources
practices, procurement and supply chain etc.) and are therefore less relevant for
practitioners and academics focusing on implementation in practice. The vast mgjority of
these models aso do not identify the underlying process of change that is occurring,
whether it is diaectic or teleological for instance (Van de Ven and Poole 1995), and lose
an important element of the analysisin understanding what has happened with the change
to date and what is likely to happen as a result of this type of process. These models also
tend to only provide a single process, with little indication of potentially relevant
contextual events (Rijnders and Boer 2004), thereby ignoring the inherent complexity and

dynamism of organizationa change.

Some suggest that implementation should start from a more regulatory approach such as
the instructions found within the Federal Sentencing Guidelinesin the US (e.g. Sison

2000, Adam and Rachman-M oore 2004) and some have looked at the degree to which
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corporate ethics programs are coupled or decoupled (Weaver et a 1999). However others
are still focused on the creation of tools, checklists and processes resulting from active
engagement with practitioners, or from practitioners themselves (e.g. Leisinger 2003,
Krizov and Allenby 2004, Australian Centre for Corporate Social Responsibility n.d.,
OECD 2002) and at how the concept of CSR and the practices used to maintain it within
organizations changes as they become more mature at implementation (Cramer 20053,
Cramer 2005b, Cramer et a 2004, Lyon 2004, Dreyfus and Dreyfus 1992 in Nijhof et a

2005, Jonker et a 2004).

Not only are these contributions, in the main, too rigid to help understand, explain or
predict the ‘real-life’ process of implementation (Langley 1999), the vast mgjority of
contributions ignore the challenges for developing or implementing CSR strategy in a

transboundary environment.

As most academic work in this areais underdevel oped from an empirical perspective,
some practitioner literature was aso investigated. Four key contributions were identified
that provided models and/ or descriptions of CSR implementation. Thefirst is a guidance
document from the International Business Ethics Institute (2005) which focused primarily
on how to develop an international code of conduct, and while it provides some guidance
on such areas as training and distribution of the code during rollout, it lacks information

on many areas related to implementation once the code is devel oped.

The second by Grayson and Hodges (2004) focuses very specifically on e ements required
in the practice of CSR. They suggest seven steps ‘to [enable] business managers to assess

the implications of corporate social responsibility on their overall business strategy’ (p.6).
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While this book provides avery useful tool for planning and development processes, there
islittle detail on what happens after development of the business strategy. Therefore, it

provides a part (albeit significant part) of the overall implementation process.

Epstein (2008) looks at implementation more holistically (from planning through to
reporting) and is focused primarily on three areas of the overall process of CSR
development and implementation: leadership, risk and incentives, and in particular,
reporting and metrics. The book has arange of short examplesillustrating what
companies are doing in these areas and provides good descriptions of some elements
providing good practical information. The book, however, is missing detailed discussion
of some crucia areas such as supply chain, good governance structures around the CSR
function, and other areas such as training and awareness of staff within and outside head
officelocations, review of CSR activities etc. It is very much focused on the input/ output

model of business and on metrics for measuring and reporting business performance.

The final practitioner document which is the most well rounded but least detailed is the
Government of Canada (2006) guide for implementing CSR. It has amodel that coversal
the basic areas needed to develop and implement CSR, but only goes into the next level of
detail. Thereforeit has six phases (or tasks as they are called in the document) that then
have at most seven additional tasks associated with each, and each with little detail in the
text. Also, because the guide is meant for all industries, for companies of all sizes and
types (e.g. MNCs and small and medium sized enterprises (SMESs)) and has very few
examples, the discussion is quite general and the level of detail on any particular task is

quite low.
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Of the academic and practitioner literature on CSR devel opment and implementation,
little exists that deals with awide range of processes from planning to review in any
detail, and that is appropriate for MNCs. Therefore, code implementation, particularly

within a transboundary environment became the focus of the literature search.

2.2.23. Implementing CSR Codes

The existing body of literature on code implementation is of little help to corporations in
solving issues around how to implement effectively, particularly in atransboundary
environment. Of the literature that discusses code implementation (e.g. Hemphill 2000,
Murray n.d., Husselbee 2001, Sethi 2002, OECD 2001a, Business for Social
Responsibility 2003, 2004, 2005, US Department of Labor 1998, Clean Clothes
Campaign 1998), very few works are dedicated to the topic and therefore implementation
iscovered in avery brief, cursory way. In many cases these are paragraphs or short
statements such as ‘ CSR initiatives must be supported by a culture that includes a
commitment to learn, tolerance of failure, understanding and accepting risk, openness to
external ideas, learning from experience, and continuous improvement. This can be
encouraged by role flexibility, external partnerships, training beyond core skills, flat non-

hierarchical organizationa structure’ (Lyon 2004: 136).

Of those that focus specifically on code implementation (e.g. Nijhof et al 2003, Harris
2004, Adam and Rachman-Moore 2004, Sethi and Williams 2000, Smith and Feldman
2004 and Schwartz 2004), even fewer still looked at implementation in atransboundary
environment (Mamic 2004, Wood et a 2004, Frenkel 2001), and many are not based on
empirical research (Schwartz 2004). Table 1 identifies the key contributions on

implementing CSR, CSR codes and implementation in a transboundary environment. It is
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used to show two consistent gaps in the CSR implementation literature: the lack of an
empirically-based, detailed model of implementation that is useful in practice, and the
lack of amodel appropriate for companies that operate across borders. Therefore thistable
highlights the fact that existing work isinsufficient in helping to investigate the research
objective due to such things as being conceptual, not specific to any organizational type
(i.e. MNC), focusing on a narrow set of issues (i.e. environment only and therefore not
CSR based on the definition presented at the beginning of this chapter), not in aform

useful in practice, or largely ignoring different elements of context etc..
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Table 1 Key Literature on Code | mplementation

Citation | Purpose of Article Method Contributions to |mplementation Literature Gaps
Code |mplementation
Ethical Trading | Guidance on how to better No method — e  Eight step guide to ensuring the use of labour e Limited recognition of different org. types
Action Group assess compliance with [abour NGO paper standards within the supply chain e Narrow set of issues
(2003) standards in the supply chain e Lack of detail on practices and governance
e Focusonly on suppliers
Maquila A report on emerging trendsin | No method — e Highlighting trends such as concernsover lack | e  Narrow set of issues
Solidarity codes and their implementation | NGO report of transparency and rigorous audit practicesin e Limited model/ guidance presented
Network implementation, and increase in the
(2004) commitment to training etc.
Nijhof et al To present an assessment Conceptual e Create process model for implementing codes e Limited recognition of different org. types
2003 method based on the EFQM development of with 6 sequential processes: e Limited inclusion of context
model to support this method, four case e Determine function of the code e Lack of detail on practices and governance
implementation process studies to test e Put corporate identity into code e Noempirical support in developing model
e Trandlate the code into terms meaningful to
employeesin their daily activities as
members of the organization
o Enact the code
e Monitor —find and understand causes of
deviation
e Accountability — communication between
org and its stakeholders
e Create assessment model for assessing the
implementation process
Harris (2004) Identified how to effectively Conceptual e Provide structure of an effective code e Noempirica support
measure codes and their e Code assessment procedures and other factors | e  Limited recognition of different org. types
implementation that impact the success or failure of code e Narrow set of issues
adoption and implementation e Lack of detail on practices and governance
e Need for both qualitative and quantitative e  Limited model/ guidance presented
measure to effectively evaluate codes
Sethi and Provide historical account of Case study — e Usecase of Sullivan Principles to suggest e Limited inclusion of context
Williams 2000 | creation and implementation of | South African improvements to codes in the future e Lack of detail on practices and governance
Sullivan Principles business e Improvements primarily around improved e  Limited model/ guidance presented
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Citation Purpose of Article Method Contributions to | mplementation Literature Gaps
measurement and auditing
Smith and Assess the implementation of Interviews Description of key implementation trendsin e Limited inclusion of context
Feldman codes across various industries each sector e Lack of detail on practices
(2004) (apparel, footwear and light Limitations and opportunities for eachindustry | e  Limited model/ guidance presented
manufacturing; agribusiness; Common problems with implementation across | e  Narrow set of issues
tourism; mining & oil and gas) industries
o Lack of adequate code convergence
o Need for more multistakeholder initiatives
¢ Disagreement over how far down the supply
chain companies should monitor
o Insufficient transparency
e Too little standardization in training of
monitors
¢ |nadequate education of workers on their
rights
Schwartz Consider therole code content | 57 in-depth, I dentified whether certain ‘ stages’ in code e Limited model/ guidance presented
(2004) and process play with respect to | semi-structured development had any relationship to code e Limited recognition of different org. types
effectiveness of codes and their | interviews at four effectiveness (i.e. if commitments made in the e Narrow set of issues
ability to influence employee large Canadian code were clearly justified they were more e Limited inclusion of context
behaviour companies likely to be accepted and therefore were of
‘potential importance’ in code effectiveness
Adam and Indirectly measure the Questionnaire Companies need to use three levels of control: e Limited recognition of different org. types
Rachman- effectiveness of perceived most | within single case formal, informal and personal control e Lack of detail on practices and governance
Moore (2004) | influential implementation company (Israeli e Informal methods create greater e Limited model/ guidance presented
process methods by analysing | subsidiary of US commitment regarding employee attitudes
their impact on employee corporation) than formal methods
attitudes e Personal control resultsin highest degree of
individual employee personal ethical
commitment and lowest degree of employee
commitment to org values
Veser (2004) Investigate how certain cultural | Single case study Theoretical framework on the impact of culture | ¢  Narrow set of issues

dimensions affect the
international diffusion of
stakeholder related policies

with datafrom
four countries —
qualitative
analysis of

on acceptance and implementation of
stakeholder management

Used Hofstede' s dimensions to determine
countries where:

Limited recognition of different org. types
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Citation Purpose of Article Method Contributions to | mplementation Literature Gaps
existing text ¢ Low uncertainty avoidance were open to
principles and practices
e High uncertainty avoidance were focused
on conflicts and formalization of
stakeholder management
e Feminine cultures had a synergy with the
stakeholder approach
e Masculine cultures has arestrictive attitude
when there was no direct financial benefit
anticipated from stakeholder dialogue
Graafland Investigate how top and middle | Single case study Certain practices not considered unethical if Limited recognition of different org. types
(2004) managers perceived the — mixed method have existed for along time Limited inclusion of context
usefulness of introducing acode | design, 12 Importance of negative publicity in uptake of
of conduct and the kind of code | interviews, 140 CSR
they preferred respondents for Awareness by respondents that codes contain
questionnaire values to motivate changes in behaviour
Necessity for industry wide regulation
Kaufman et al A description of the labour No method — Describes the selection of standards and codes Narrow set of issues
(2004) practicesin the Thai garment descriptive of governing labour conditions Lack of detail on governance
industry industry Highlights factors governing working Focus only on suppliers
conditions, specifically aspects of health and
safety
Roberts (2003) | Examines the relationship Secondary data Reputation is key motivator for the adoption of Focus only on suppliers
between CSR, reputation and analysis of three asupplier code Limited inclusion of context
supply network conditions industries Relative success of certain industriesin Limited model/ guidance presented
implementing supplier codes
Some conditions for facilitating more successful
implementation
Code Implementation in a Transboundary Environment
Mamic 2004 Investigates implementation of | 242 Semi- Describes how suppliersimplement supplier Focus only on suppliers
supplier codes of conduct in structured codes of conduct Narrow set of issues
retail, footwear and apparel interviews Simple 4 part model
sectors Opportunities and challenges of implementing
supplier codes in the three sectors
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Citation Purpose of Article Method Contributions to | mplementation Literature Gaps
Wood et a Examined the measuresin place | Questionnaire Describes best practice implementation Limited inclusion of context
2004 to communicate the ethos of with techniques for codes in three countries Narrow set of issues

codes using two of Hofstede's | approximately Discusses how these best practices support or
dimensions of national culture | 300 respondents refute Hofstede' s dimensions of national culture
for Australia, Canada and over three
Sweden countries
Frenkel 2001 Investigates supplier codesand | Case study Globalization of markets and reduction in trade Focus only on suppliers

employment relations from
institutional theory lens

barriers are key factorsin increasing
convergence of prevailing institutional norms
and practices of contracting

Isomorphism largely influenced by the use of
monitoring as a tool of ensuring supplier
compliance with codes

Key influence in employment relations at
supplier factoriesis the relationship between the
global firm requiring the code and the
contracting plant

Limited inclusion of context
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Clearly, existing contributions to CSR implementation are insufficient in responding to
the research objective —to investigate, in detail, the existence of and key characteristics
outlining an institution of CSR through an investigation of how it is developed and
implemented by companies. Existing contributions tend to focus on more generic models
or guidance that ignores the unique conditions present in operating across national
boundaries and/ or other key contextual factors such as pressure from governments, on
single issue areas such as the environment or labour conditions, on the supply chain and
therefore not on the MNC who create and enforce the CSR strategy etc. Also, dueto the
fact that CSR isanovel context in the general management literature, it makesit unwise
to select an implementation model to test from this body until more is known about the
specific context. As such, the underdevel opment of the CSR implementation and code

implementation literature in particular indicates that more research is needed.

Therefore, in examining the existing literature around CSR implementation, there are two
clear gaps. one, the lack of an empirically-based, detailed model of implementation that is
useful in practice, and two, the lack of a model appropriate for companies that operate
across borders. These two gaps highlighted scope for research in this area, which led to

the creation of an operational definition of CSR strategy.

2.2.3. Operational Definition of CSR Strategy
In creating the operational definition it was clear from the previous literature mentioned
above and previous research projects (Bondy et al 2004, Bondy 2006 and Bondy et al

2008 forthcoming) that CSR codes, policies, frameworks, guidelines, standards, models
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etc. all acted as the cornerstone for CSR strategy within the organization®. Also,
regardless whether the company called this document ‘ code’ or ‘policy’ etc. the
documents acted in functionally similar ways across different organizations so that it was
possible to compare the CSR policy of Company X with the CSR framework from
Company Y etc. Assuch, it made sense to operationally define these heterogeneously
labelled documents of commitment to CSR with asingle label that better defined the

purpose — CSR strategy.

Therefore, the operational definition of CSR strategy used in this research is any high-
level document that indicates a set of commitments to and/ or framework for managing
socia, environmental, economic, ethical etc. issues that a corporation commitsto in the
name of CSR (or related terms as discussed earlier in this chapter), and which signal an
intent to engage in CSR. This includes documents named such things as. business or
guiding principles, codes of conduct, ethics, practice or governance, a group of policies on

various related issues, frameworks, strategies, and models.

Thus, the existing CSR literature helps to understand CSR and some of the key debates
within the literature. It also helps to understand the nature of self-regulation and why it is
important to study MNCs as having a distinct context in the development and
implementation of CSR strategy. Lastly, it sets a foundation from which to further
investigate CSR devel opment and implementation and suggests the need for amore
robust theory to help explain and predict activity around CSR. This need resulted in an

examination of new institutional theory.

2 This point is also supported by the current research where eight participants in the interview research
mentioned the centrality of their code/policy/framework etc. although they were not asked this question.
‘But [the codg] isthe bible if you like for [the company] and sort of everything falls out of that’ (NR3)
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2.3. Literature on New I nstitutional Theory

Institutional theory has along and rich history in arange of literatures predominantly
within sociology, economics and political science. New institutional (NI) theory, asa
‘new’ version taken largely from sociology and adapted for studying organizations
(Powell and DiMaggio 1991, Scott 2001) has been chosen as an analytical lens because it
provides valuable insight into how CSR is becoming prevalent and accepted within

business.

This section focuses on the key concepts within NI theory, paying particular attention to
those appropriate for this research. For instance, while ‘organizational field’ isakey
concept in NI theory, this research responds to a call from previous work to focus not on
the *organizational field’ but on the individual organization/ actor level (e.g. Knight
1992). Therefore, the concept of ‘organizationa field is of lessimportance throughout.
The following discussion thus focuses on key concepts within NI theory that are relevant

for more discussionsin later chapters.

2.3.1. Key Elementsof New Institutional (NI) Theory

Key contributions to new institutional (NI) theory for business begin with a description of
the different ‘varieties of NI theory in economics, politics and sociology, and of the
difference between old and new institutionalism within the sociological tradition (Powell
and DiMaggio1991, Scott 2001). The economics tradition focuses on the individual’s
attempt to maximize rational, self-interested behaviour given certain limitations such as
incomplete information, but where institutions are created and maintained if they provide

benefits to the individual greater than the transaction costs in creating and maintaining
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them. In political science, the version of NI theory focuses on how political institutions
(domestic and international) affect political decision making, structures and outcomes,
and how cooperation occurs internationally. The sociological tradition in NI has had the
greatest influence on the application of NI in organizational anaysis and thusis the most
appropriate due to its focus on understanding organizations within and as part of the wider

environment.

Therefore, NI, as applied to organizations, is a powerful tool for analysing how
organizations are affected by and affect their wider environments and how these elements
impact on the development and implementation of CSR strategy within MNCs. Clearly,
MNCs face pressures on their structures and process (e.g. Mueller 1994) to engage in
CSR (e.g. Aguileraet a 2007, Frenkel 2001, Stajkovic and Luthans 1997, Sachs et a
2005). Ranging from the transnational/world system to the individual employee/
organizationa sub-system level (Aguileraet a 2007, Scott 2001), these pressures
(otherwise known as stakeholder pressures within the CSR literature) impact on and
influence how the MNC functions and how it in turn pressures the external environment
in itsresponses. At the transnational (world system)/ national/ regional/ industry level
these pressures can be characterized as the institutional environment (or external
environment) in which an MNC operates (e.g. Meyer and Rowan 1977, Scott 2004,
Tempel and Walgenbach 2007) or as rule systems that structure social interaction
(Hollingsworth and Muller 2002). At the organizationa (organizationa sub-system),

subsidiary and individual level, these pressures can be characterized as the internd
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relational environment (e.g. Meyer and Rowan 1977, Scott 2004, Tempel and

Walgenbach 2007).2

MNCs, as one type of organization, exist within acomplex network of actors and
institutions called the ingtitutional framework. Thisis made up of such components as
law, state, education, professional organizations, the organizational field (a group of
organizations including the MNC that exist to fulfill acommon goal and are
interconnected (e.g. Scott 2001)), family and public opinion. The combination of al these
components, called society, becomes increasingly complex with modernization due to the
increased number and complexity of relational networks. This complexity creates the
need for coordination and control of social values and objectives, resulting in the
rationalization of these concepts into impersona techniques that are articulated in rule-
like ways (Meyer and Rowan 1977), and provide benefits to the actors that could not be
achieved without the creation of these rule systems or at lower transactional cost (Powell
and DiMaggio 1991, Scott 2001, Ingram and Silverman 2002). These ‘institutions’ form
the building blocks for corporate existence as they determine the starting point for the
corporate form and provide the legitimacy, stability and resources required for survival
(Scott 2004). They create templates which improve efficiency for the different actors by
allowing rapid repetition of socially acceptable forms (Scott 2001) such as corporate
structures (CEO and board with different levels of employees tasked with different

responsibilities), hiring procedures, standardized degrees from universities, family roles

3 A subset of this literature focuses on differences between the behaviour of organizations based on their
home country. This national business system (NBS) literature suggests that companies are inherently bound
by the cultures and ingtitutions of their home country, and it is these cultural and institutional elements that
primarily influence their attitudes and behaviour (Pauly and Reich 1997, Ferner and Quintanilla 1998,
Whitley 1998, Hollingsworth 1998, Lane 1992) resulting in significant divergences in organizational
identity and behaviour between different countries. Thus NBS literature tends to focus on divergences
between countries while NI literature tends to focus on convergence and isomorphism more generally (see
Tempel and Walgenbach 2007 for a description of the similarities and differences). Due to the fact that this
research is not a cross cultural comparative study, this literature has not been discussed as the key concepts
found in NI theory are shared with NBS.
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(mother, son, aunt) etc. They are a'so embedded and sanctioned through a vast network of

socia relations (Granovetter 1985).

Each ingtitution has a central logic or ‘a set of material practices and symbolic
constructions — which constitutes its organizing principles and which is available to
organizations and individuals to elaborate’ (Friedland and Alford 1991: 248). Thus, an
institutional logic is the central value set or philosophy that determines how activities and
meaning around a particular social action are formed. Aswill be elaborated in later
discussions, two competing logics of CSR and traditional business are identified and
distinguished according to the core ideological difference between them — triple bottom
line versus single bottom line. While this distinction has been made for ease and clarity of
argument in later chapters, it isrecognized that ‘ prevailing institutional logics are not
monolithic entities with one social identity for each actor type but are themselves
multivocal with several subversions that reflect a‘truce’ following past struggles (Meyer
and Hammerschmid 2006: 1002). Thisis particularly true with CSR given the lack of
standardization of the concept and its contested nature asillustrated in the discussion

earlier in this chapter.

23.1.1.  Defining ‘Institution’
While ‘institution’ has been variously defined, * Scott’s (2001) work brings these
definitions together for what he calls the ‘ omnibus conception of institutions':

e Institutions are socia structures that have attained a high degree of resilience

* For afull discussion of the definitional issues of ‘institution’ see Powell and DiMaggio 1991 and Scott
2001
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¢ Institutions are composed of cultural-cognitive, normative, and regulative
elements, that together with associated activities and resources, provide stability
and meaning to social life

e Ingtitutions are transmitted by various types of carriers, including symbolic
systems, relational systems, routines and artefacts

e |nstitutions operate at multiple levels of jurisdiction, from the world system to
localized interpersonal relationships

e Institutions by definition connote stability but are subject to change processes both

incremental and discontinuous (p.43)

2.3.1.2. TheNecessity of Acquiring Legitimacy

To acquire the necessary legitimacy to operate successfully within society, corporations
must respond to pressures resulting from institutions by internally incorporating el ements
of the institution in such things as their products, policies, programs and language. As
institutions or ‘rationalized systems' themselves, corporations influence their institutional
framework and thus the pressures that they must in turn respond to for survival. In other
words, corporations both respond to and help create or influence their institutional
framework, and are understood and judged by their ability to incorporate and reflect their
institutional framework (Meyer and Rowan 1977, Scott 2004, March and Olsen 1989,

Giddens 1984 in Scott 2001).

The pressures affecting the institutional framework come from factors existing outside the
organization (such asin the organizational field), but also from within the organization
and itsinternal relational environment. For instance individual actors also can exert

pressure on MNCs to reflect different institutions. These institutional entrepreneurs
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(Creed et d 2002), or change agents and champions (e.g. Brereton 2002, Thompson and
Driver 2005), have the ability to critically evaluate and motivate cooperation of other
actors within the MNC around particular goals. These individuals use their networks and
credibility within the organization to push for changes around the relevant institution and
also have the ability to strongly influence the culture and cultural changes within the

organization (Sachs et a 2005).

Therefore, socia structures or institutions are ‘dua’ in that they are both the * medium and
the outcome of the practices that they recursively organize’ (Giddens 1984 in Scott 2001)
as each of the actors within the institutional framework responds to and engages in the

creation, maintenance and change/ decline of this framework or its subparts.

23.1.3. Constraining and Enabling Characteristics of I nstitutions

Some contributions suggest that these stable social structures (or shared systems of rules)
both ‘ constrain the inclination and capacity of actors to optimize [but also] privilege some
groups whose interests are secured by prevailing rewards and sanctions' (Powell and
DiMaggio 1991: 11, aso see Knight 1992). These institutions * support and empower
activities and actors...[by providing] guidelines and resources for acting (Scott 2001: 50)
and therefore, both constrain and enable actors (e.g. Powell and DiMaggio 1991, Scott
2001, Campbell 2004). However, the mgority of literature assumes that the primary
function of institutions isto constrain both the means and ends of actor behaviour, thereby
creating stability through such things as rules, shared frames of meaning and language
and common identities (Friedland and Alford 1991), ensuring legitimate and acceptable
social actions from individuals who would otherwise act in self-interested, opportunistic

and irresponsible ways (e.g. King and Lennox 2000, Barley and Tolbert 1997, Peters 1999
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in Moon 2004, Scott 2001, Campbell 2007). Thus the constraining characteristics can be
observed in the stability and shared meanings/ practices associated with a particular
concept. Presumably, the enabling characteristics can be seen by observing how actors
respond to these constraints and exploit new opportunities but little is currently known
about them (Scott 2001). Thistherefore leads to the question of how institutions are
created, change and go into decline, and how individuals and groups affect this cycle.
These key topics will be discussed throughout the remainder of this section, starting with

abrief look at the conditions for institutional development.

23.1.4. Conditionsfor Institutional Development

Institutions devel op when behaviours or patterned social activities ‘ evoke shared meaning
among participants (Berger and Luckman 1967) and incorporate rules and resources that
are reproduced over time and space (Giddens 1984 in Scott 2001). According to
DiMaggio (1988), they can also arise when actors with access to appropriate resources
use these to ‘instigate an institutionalization project in response to particular
environmental demands' (in Vidaver-Cohen 1998: 128). Institutions have three elements
that exist on a continuum from the formal, conscious aspects of an institution, to the
‘taken-for-granted’ aspects of it: regulative, normative and cultural cognitive (Scott
2001). The regulative element is the more formal part of the institution that creates and
enforces rules so as to constrain and standardize behaviour and ensure compliance
through sanctions and inducements meted out by a central authority. The regulative
element is strongest in ingtitutions like the state, legal system, police force, courts etc. The
second element that sits somewhere in the middle of the continuum, is labelled normative
and includes both the values and norms that provide a‘ prescriptive, evauative and

obligatory dimension into socia life' (54). In other words, this element deals with the
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preferences and desires associated with the institution, aong with the acceptable ways of
pursuing and evaluating them (also Meyer and Rowan 1977). For instance, this element
allows us to play games such as football or tag by telling us the object of the game, how it
isto be played, how to determine if we have ‘won’, and how to recognize one game from
another. A more formalized version of this element isthe ‘role’ — so how we understand
what it meansto be a‘student’, what behaviours we should adopt, how we should act, in
particular how we should act relative to other related roles such as *teacher’ and how our
performance within thisrole is evaluated (e.g. exams). The normative element is
predominant in institutions such as religion, family, social groupings, hobbies etc. The
final element of ‘institution’ isthat of cultural-cognitive which is amental map, cognitive
frame or ‘template of meaning’ that is associated with a particular institution. This
element is on the taken-for-granted side of the continuum and is the process by which
individuals interact with their social world and interpret these interactions to create
meaning. This element assumes that the ‘internal interpretive processes are shaped by
external cultural frameworks' (p. 57, also see Campbell 2007) and thus people act in
particular ways that are either taken-for-granted within, or perceived to be appropriate to
othersin, their institutional framework. The ways of interacting and interpreting the world
are in some cases defined by cultural scripts (Vidaver-Cohen 1998, Powell and DiMaggio
1991) where norms and values are turned into taken-for-granted scripts or facts about
socid life that tell people what values/ norms are important and how to act in a particular

role.

As these three elements continue to be repeated and thus to signal acceptance within

society, they reach a degree of relative stability that isthen called an ‘institution’. All
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three parts work in combination but to differing degrees depending on the nature of the

institution as illustrated above.

2.3.15. Ingtitutions Create Stability through I somorphism

Thus, institutions develop as aresult of entrenched patterns of legitimate social action,
creating stability and predictability of these actions through a reduction in legitimate
alternatives. In most cases, stability is thought to occur because these institutional forms
create benefits for the collective actors through such things as improving efficiencies,
reducing uncertainty etc. (e.g. Powell and DiMaggio 1991, Scott 2001, Hoffman 2001).
Thus the ideas and actions are deemed acceptable to the collective group of actors who
will tend to reflect these ideas and actions and expect others to reflect them aswell. This
is not to say that these institutions that become embedded are ideal or desirable forms, but
they have some degree of persistence whether due to the power of those to maintain them
(e.g. Ingram and Clay 2000) or due to a complex set of entrenched networks (Granovetter
1985). Thisincreasing homogeneity or isomorphism is a central tenet of institutional
theory which suggests that as institutions become more entrenched, the possible range of
aternativesis reduced. According to DiMaggio and Powell (1983) there are three
mechanisms by which institutional isomorphism occurs: coercive, mimetic and normative.
Coercive isomorphism results from both formal and informal pressures on organizations
to live up to the cultural expectations of the society of which they are a part and of the
organizations on which they depend. Mimetic isomorphism results when organizations
model themselves on other organizations due to uncertainties in their operating
environment (e.g. the desires of stakeholders, the will of government to legislate CSR
issues). Lastly, normative isomorphism results primarily from the professionalization of

certain disciplines. As members of a discipline come to standardize the skills and
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cognitive base required to be members of that profession, they create the ‘legitimacy for
their occupational autonomy’ (152). Thus, standardized education through specialist
degrees and professional/ trade associations help to increase the standardization of the
profession and improve itsinstitutional legitimacy. In this way institutions become
increasingly isomorphic and attitudes and actions converge around a set of legitimate,
accepted and taken-for-granted practices, reducing viable institutional alternatives within

society, and become more entrenched and embedded.

2.3.1.6. Conditionsfor Institutional Change

If institutions are created by the repetition and reproduction of patterned social activities
through time and space (whether in some form of collaboration towards collective goals,
or through a process of conflict), creating rules and entrenched expectations that primarily
constrain relevant actors who use resources to respond to and interact with these
institutions, then how do these institutions change, weaken and/or decline? Ingram and
Silverman (2002) suggest a number of causes of institutional change including
technological development, internationalization, shifting in political regimes and unstable/
unreliable institutions that were once thought to be stable and reliable. Scott (2001) aso
guotes arange of studies that discuss external factors initiating institutional change:
‘competence-destroying’ technol ogies, management innovations (e.g. total quality
management), major changes in political policies (e.g. industria regulation), major
political upheavals (e.g. wars and revolutions), social reform movements (e.g. civil
rights), economic crises or dislocations, and shiftsin cultural beliefs and practices (e.g.
changing concept of the natural environment) (187). Knight (1992) suggests that
institutional change results from two types of scenarios; one, external events change the

nature of benefits produced by the institution and strategic actors with the power to
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change an institution are the actors who benefit from the change, or two that other
institutional arrangements are found to produce better distributional advantages and the
strategic actor has the ability and resources to change social expectations. Knight (1992)

characterizes these changes as slow and very costly.

Hoffman (2001) has a dlightly different version on the same theme where institutional

change results from ‘ dynamic isomorphism’. Thisis where the organizational field

‘evolvesin its makeup and power balances among broad groups of social actors, each of
which possesses particular vested interests. With the establishment of a particular field
configuration, institutional norms and rules become set. | somorphism setsin. But with the
advent of a precipitating event [such as new technology or a crisig], the field shifts, and the
corresponding institutional structures are reset to reflect the political interests of the newly
formed field...in effect, the field and its dominant i nstitutions move through stages of

stability, punctuated by sudden and dramatic shiftsin the institutional environment’ (175).

Thus, while Hoffman (2001) believes that institutions change primarily through sudden
events that radically ater the nature of the institution, both Hoffman (2001) and Scott
(2001) discuss evolutionary or incremental change, as well as revolutionary.
Evolutionary/incremental is when the change emerges slowly out of the existing
ingtitutional structures as ‘ presently arranged’ (Hoffman 2001: 192), whereas
revolutionary creates new structures (founded within the ruins of the previous institution)
that redefine ideas and actions often as aresult of uncertainty and problems with stability
(also see DiMaggio and Powell 1983). Campbell (2007) also describes institutions as
‘dynamic pressures that ebb and flow’ (962), but indicates that these change over time,
thus supporting an evolutionary approach. As mentioned above, Knight (1992) also

suggests that institutional change is a slow, costly process that favours those with the
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power to affect the existing institutional arrangements so as to make the distributional

benefits more advantageous to them.

For Greenwood et a (2002) this process of institutional change involves six steps:
precipitating jolts, deinstitutionalization, preinstitutionalization, theorization, diffusion
and reinstitutionalization. Of course not all potential institutions become institutionalized,
some unsuccessful ones go into decline. And as one institution in a given institutional
framework goes into decline, there is a period of heightened heterogeneity (Scott 2001
188) where different patterns of social action either become more institutionalized or a'so
go into decline, and this pattern of creation, maintenance and decline repeats itself

(Greenwood et a 2002).

Lastly, Tolbert and Zucker (1996) describe three stages of ingtitutionalization (in this
case, the process by which an institution is created): preinstitutionalization, where there
are few adopters of the norms and practices and where there islittle knowledge
surrounding them; semi-institutionalization, where the norms and practices have more
diffusion within society and there is some degree of wider acceptance but where the
history of the practicesis quite short and has yet to become taken-for granted, if ever; and
lastly full institutionalization where the norms and practices have wide dissemination,

wide agreement and are taken-for-granted assumptions within society or a given context.

2.3.1.7. Conditionsfor Institutional Decline
‘Deingtitutionalization is the process by which institutions weaken and disappear’ (Scott
2001:182). Oliver (1992) describes three pressures that can cause deinstitutionalization:

political, functional, and social. Political pressures result from changes in the distribution
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of power around existing institutional arrangements (such as changing interests within
society) and these pressures can cause organizationsto ‘deinstitutionalize’ institutional
practices to protect themselves from problems surrounding loss of legitimacy of existing
institutional practices. It could be said that increasing interest in environmental issues and
the subsequent support the movement received from avariety of social actors, including
the state through legislation and regulation both represents a shift in the interests of
society and in the underlying power base in terms of who had a say in how businessis
run. Functional pressures result when there are perceived technical or functional issues
that raise questions about the ‘instrumental value of an institutionalized practice’ (571).
For instance, the scandals we see in the business world such as fraud at Enron, chemical
leaks at Union Carbide etc. show that the traditional business model has functiona
problems that create significant risks both to the companies and to society such that these
practices should no longer be rewarded within the dominant institutional arrangement.
Social pressures result when shared meanings associated with institutional practices are
lost. Changes occur within the internal and external organizational environment that
challenge the taken-for-granted practices, assumptions or traditions, causing changes to
the institutionalized practice whether the organization is consciously aware of what is
happening or not. For instance if we look at the increasing consumer interest in fair trade,
organic, and ‘freerange’ products, this suggests a certain segment of the ‘ customer’ group
believes that how a product is produced is as important as what is produced. This change
in customer ‘consensus’ on the criteria of acceptable products is putting pressure on
supermarketsto look at how products are produced, and provide labels to that effect on
those products. Thus this change is causing organizations to re-think their buying criteria

in certain product ranges to include more than price and quality. Thus, political,
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functional and social pressures can cause a particular institution to go into decline (Oliver

1992). Actors aso have an impact on institutions.

2.3.1.8.  Strategic Responses and the Role of Individual Actors

Many contributionsin the NI literature implicitly or explicitly discuss corporations as
passive, reactive participants who reflect the institutional framework to ensure legitimacy
and survival (Hoffman 2001, Tempel and Walgenbach 2007). In other words, they are
‘passive pawns, adapting willingly to institutionalized expectations in organizational
fields or to dominant business systems characteristics (Tempel and Wal genbach 2007,
p.10). The language of NI theory tends to neglect the role of agency in shaping
institutions. Thus, it focuses more on the structural constraints, and less on the strategic

choices of actors within organizations and their ability to shape institutions (Child 1997).

One of the more prevalent theories on corporate responses is that of coupling and
decoupling where these strategies are used to respond to the pressures of highly
institutionalized environments regardless of the impact on efficiency of outputs. Coupled
structures are those which are highly integrated with daily activities and which focus on
technical aspects of production associated with efficiency and work outcomes. Decoupled
structures are incorporated ‘ ceremonially’ to ensure visible similarities with the
institutional environment which in turn gives them the necessary legitimacy to continue
operating. In both cases, corporate activities have aritua significance of maintaining
appearances and validating the corporation. The assumption behind this set of activitiesis
that if corporations neglect, or decide not to respond to these pressures, they face losing

the stability and social legitimacy found in these structures and activities, and therefore
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risk their own survival (Meyer and Rowan 1977, DiMaggio & Powell 1983, Weaver et a

1999).

Oliver (1991), however, highlighted corporate benefits from non-compliance to

institutional constraints and therefore suggested a set of five strategic responsesto

institutions ranging from passive compliance to active resistance (see Figure 4).

Figure 4 Strategic Responsesto Institutional Processes Based on Oliver (1991)

Passive Active
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institutional accommodating changing goals, and and criteria;

models; obeying institutional activities or requirements; dominating

rules and elements; domains assaulting the institutional

accepting norms  negotiating with sources of constituents and
institutional institutional processes
stakeholders pressure

Oliver’simplicit assumption in this categorization is that organizations do not actively or
passively participate in the framework until they are pressured by the institution. It is only
then that the organization determines whether it will respond by passively complying or
actively resisting, leaving little room for the possibility that an organization might choose
to become involved in actively supporting an institution (before any pressureisfelt to
reflect the institutional elements) and help it to become more institutionalized. Thus, this
framework implicitly assumes that institutional pressures primarily constrain and not

enable behaviour. Thisframework isalso limited as it does not discuss the strategic
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responses faced by organizations confronted with institutional aternatives or conflicting

logics.

Kostova and Roth (2002) used survey datato identify four adoption patterns of subsidiary
locations to head office initiatives (Figure 5): active, where subsidiaries were
characterized as having deep adoption (implementing and believing in the value of the
practice); minimal, where the subsidiary had very low levels of internalization and
implementation of the practice; assent, where the subsidiary believed in the value of the
practice but had low levels of implementation; and ceremonial, where the subsidiary was

quite involved in implementing the practice but where there was little internalization of it.

Figure5 Patterns of Adoption (Kostova and Roth 2002)

s

Assent Active

Internalization

Minimal Ceremonial

Implementation

These results highlighted the impact that regulatory structures and relational networks had
on the level of implementation and internalization of the practices by subsidiary locations.
While highlighting the heterogeneity of an individual organization, this framework
focused on subsidiary locations, therefore providing little information on head office

responses to the relevant institution and how this may in fact affect subsidiary uptake.
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Both of these contributions implicitly include the idea of coupled/decoupled strategies in
the description of the different categories, and highlight awider range of responses to

pressures existing within an organization’ sinstitutional framework.

Edelman (1992) provides empirical evidence of how organizations actively shape their
institutional frameworks. She looked at how the concept of ‘ compliance’ was created and
illustrated in environments where there was ‘legal ambiguity, procedura constraints and
weak enforcement leaving the meaning of compliance open to organizational
construction’ (p. 1567). In cases where these organizations were subject to normative
pressure from their institutional environments, they created formal structures signaling
their compliance with the appropriate law. However, these formal elaborations of
structure were done in such as way as to incorporate managerial interests, helping to
reduce the conflict between the two interests while a so attending to industry norms and
standards of professional conduct. Thus, these efforts helped to ‘ shape legal and societal

expectations about what constitutes compliance and good faith efforts to comply’ (1568).

Knight (1992) also highlights the effect individual actors have on institutional
arrangements based on their engaging in conflict. He suggests that institutions are a ‘ by-
product of strategic conflict over substantive social outcomes' and result from ‘ efforts to
constrain the actions of those with whom we interact’ (126). These strategic and
intentional conflicts arise from the uneven distribution of benefits associated with existing
institutional forms, where individual actors purposefully seek to achieve ‘ distributional
advantages' over these benefits. As these patterns are repeated, they become *regularized’
in the form of social institutions that then provide rules about expectations of others and

thus constrain the choices of actors.
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These four contributions suggest that corporations proactively respond in a strategic
manner to the pressures within their institutional framework. While other contributions
indicate that corporations can and do strategically respond to their institutional
framework, much of the description assumes passive assent to institutional constraints

with little if any impact on the nature of the institution (Hoffman 2001).

Therefore, the increasing complexity and uncertainty in the social world creates
conditions whereby it is more efficient and desirable for patterns of social behaviour to be
turned into rule structures or institutions. Primarily these patterns are thought to result
from the creation of collective goas, however Knight (1992) suggests that they are a
result of conflict over differential advantages that result in the distribution of institutional
benefits. As these patterns become institutionalized, they can both constrain and enable
actors and tend to favour those with the power and resources to maintain them. Each of
the three key actors (individuals, organizations and states/society) (Ingram and Silverman
2002) plays arolein both responding to and creating/ changing the institutions of which
each actor isapart and in some cases are the institutions themselves. Corporations, as one
type of organization are affected by their relevant institutional frameworks, but also react
to them in passive and active ways. Institutional change tends to result from external
crises, or uncertainty and instability generated through functional problems, changesin
political interests and power, and institutional alternatives. These changes may be
evolutionary requiring little structural change to the institution or its practices, or

revolutionary, requiring significant changes to institutional practices and structure.
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Therefore NI theory is useful in investigating patterns of socia action that become
stabilized over time, and in identifying the ways in which patterns devel op, change,

conflict with other patterns and go into decline.

2.4. Combining New Institutional (NI) Theory and CSR

According to the lens of NI theory, CSR can be regarded as an alternative institution.
Thus corporations need to look at the nature of their strategies and structures, negotiating
between the contradictions and conflict of actors both within and outside the organization
(Knight 1992, Lane 2001, Mitchell et al 1997) so as to reflect and engage in these
concerns to maintain the legitimacy, stability and resources (e.g. Kostova and Roth 2002,

Scott 2004) that accrue from reflecting and shaping the social norms regarding CSR.

The development of CSR into an institution can be seen in the creation of rules, norms,
habits and conventionsin society (Hollingsworth and Muller 2002) surrounding specific
issues related to CSR and CSR more generally. Meyer and Rowan (1977) suggest a
number of examples of how values become institutionalized, and these have been adapted
by showing the examples they use, and examples from within CSR. Therefore, the
increasing development of CSR into an institution can be seen through the increasein
relevant issues (e.g. corporate scandal's, environmental disasters, increasing gap between
rich and poor, abusive working conditions) and thus an increasing awareness and
importance for citizens within society, the development of trained professionas (e.g.
ethics officers, social auditors, CSR consultants, business ethics academics), codification
into law (e.g. UK Companies Act 2006, Climate Change bill in the UK, environmental
and labour law, international standards on human rights and labour, reporting standards

for certain industries such as the banking industry in Canada, codes of ethics on US stock
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exchange), modification of market instruments (e.g. governance codesin UK, increasein
SRI fund managers and investment specialists, increasing number of shareholder

resolutions based on CSR concerns) and public opinion.

2.4.1. Thelnstitution of CSR

It istherefore possible to see how CSR isitself an institution, created by the repeated
pattern of social activitiesimbued with shared meanings, with regulative, normative and
cultural-cognitive elements that are becoming increasingly entrenched over time. In
looking at Scott’s (2001) definition and applying it to CSR, it is clear that while it may
not yet (or for that matter ever be) a‘fully institutionalized’ institution (Tolbert and
Zucker 1996) such that it becomes the dominant institution for business, it does meet the

omnibus criteriafor institution.

Although resilience in not defined by Scott (2001), it is possible to suggest that the first
criterion, ‘social structure with high resilience’, applies to CSR. Some contributions
indicate that CSR isa 20" century invention (e.g. Sethi 1979, Davis 1973, Carroll 1979,
Friedman 1970, Hoffman 2007), while others suggest it has much older foundations (e.g.
Robins 2006, Logan 2001, Aaronson 2001). Therefore, the basic principles associated
with what is now called CSR have been around for decades, if not centuries. This
persistence throughout time suggests a certain resilience of CSR and its supporting socia

structures which are linked to the next point about the elements of CSR as an institution.

The second criterion, composed of cultural-cognitive, normative and regulative elements
that imbue meaning and stability, is aso to be found within CSR. There is arange of

socia structures surrounding the concept, ‘template of meaning’ or cultural-cognitive
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frame that we call CSR. Changes in how individuals perceive the role of businessin
society and how society affectsindividual perceptions around the ‘right’ role for business
are creating or reflecting changes in the normative element, with the creation of awhole
range of self-regulatory initiatives such as codes/ standards/ frameworks/ guidelines/
policies being created by business and other organizationsto ‘realign’ business objectives
with those of society. Governments are also putting guidance in place and encouraging
companies to enter into direct contact with societal members (stakeholders) to
collaboratively work to solve problems associated with the company or address other
issues of concern associated with the communities (normative element of institutions).
Governments are also increasingly putting regulatory backdrops in place to support
existing work on areas of CSR. These include environmental regulation in many of the
countries around the world such as those mentioned at the end of the previous section or
on reporting requirements for the social and environmental issues/ impacts of business
such asin France with the New Economics Regulations (Hoskins 2005); in Canada with
the regulation for banks, insurance companies and trust and loan companies to show their
contribution to economy and society under the Bank Act of 1991 (Canadian Legal
Information Institute 2002); within the UK Companies Act 2006, which consolidates the
Case Law requirement for Directorsto act in away ‘which they consider most likely to
promote the success of the company for the benefit of its shareholders as a whole and that,
in doing so, they will need to have regard where appropriate to long term factors, the
interests of other stakeholders and the community, and the company’ s reputation’
(Department for Business Enterprise and Regulatory Reform 2007). Even these few
examples highlight that each of the three elements of an institution (cultural-cognitive,
normative and regulative) exist with CSR. These structures and activities provide

meaning to socid life, it isunclear yet how much, if any, support they provide.
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Third, CSR istransmitted viathe four types of carrierslisted by Scott (2001): symbolic
systems (a‘clear instance’ of thistype of carrier is standards and standardized systems)
through avast range of inter-governmental, governmental, industry, cross-sectoral,
individual corporate codes of ethics and conduct, policies, frameworks etc.; relational
systems (described as patterned expectations connected to networks of social positions —
role systems) where companies increasingly employ CSR managers and/ or directors,
universities have Professors in CSR and Business Ethics, NGOs dedicated to CSR issues
are created and maintained, journalists specialize in stories on the environment etc.;
routines (described as deeply engrained habits and procedures based on unarticul ated
knowledge and beliefs) such as recycling in many homes, particularly in Germany, or
regular donations to certain charities through direct debit, or at certain times of the year
such as Christmas; artifacts (described as material culture created by human ingenuity to
assist in the performance of various tasks) or technology such as pollution prevention
systems, new agricultural techniques to use less land, pesticides, and nutrients, water
sanitation systems for communities linked to natural resources extraction operations, cost
effective HIV/AIDS treatments for migratory workers provided by corporations. These
examples show how CSR and its component issues are being carried through the range of

carriers, thus showing its institutional characteristics.

Fourth, CSR operates at multiple levels, from the impacts felt within organizations by
passionate individuals/ champions, to expectations of owner/ investors, to industry-wide
codes and initiatives, to partnerships and collaboration with government, to commitments
and actions taken across national territorial boundaries. And whileit is not yet clear how

‘institutionalized” CSR currently is, it is clear that CSR is subject to both incremental and
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discontinuous (or evolutionary/ revolutionary) change depending on which groups are

affecting the change and the agenda they are working to (see Chapter 8).

In addition, by defining CSR according to Scott’s (2001) omnibus definition, CSR can
also be seen to haveits own central logic (e.g. Friedland and Alford 1991) that is
philosophically distinct from the dominant logic of business (called the traditional
business model). CSR is predicated on atriple (or multiple) bottom line philosophy
(Elkington 1997), whereas the traditional business model is predicated on a single bottom
line philosophy. The triple bottom line concept is common among many definitions
referred to in section 2.2.1, and refers to equal emphasis on social, environmenta and
economic considerations within business, rather than just financial considerations (as a
sub-set of economic) such as profit maximization and shareholder return on investment

that characterize the single bottom line.

Therefore, according to the literature, CSR isitself an institution, although perhaps a
challenging or conflicting alternative institution to that which currently dominates the
majority of businesstoday. Thereforeit is subject to the same processes of institutional
development, stability, change and decline discussed in the previous section and is
considered a legitimate set of norms, rules and practices within society asis evidenced by
the growing support for CSR ideas and practices mentioned at the beginning of this
section. It has the ability to both constrain and enable actors, resulting in arange of
contextua pressures for engaging in CSR but also in strategic responses that can influence

how CSR as an institution is formed.
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2.4.2. Existing Literature Combining CSR and NI

Looking at the literature that bridges CSR and NI theory, there is arange of conceptual
and empirical work. Examples of the conceptual work tend to be theoretical explorations
using institutional theory as an anaytical framework to understand the nature of CSR.
Some of the literature provides models to explain various aspects of CSR such as how
institutional pressures at the community level shape corporate social action (Marquiset a
2007); how it isinstitutionalized (Moon 2004); and whether it isimplicit or explicit
within the national culture (Matten and Moon 2008); to understand and evaluate the
institutional innovation process thus used to encourage moral imagination in
organizational decision making (Vidaver-Cohen 1998); and using the ‘institution’ of
citizenship as a metaphor for the characteristics that should be included in corporate
citizenship and thus the institutional conditions of corporate citizenship (Jeurissen 2004).
Other work uses institutional theory to try and predict the determinants of CSR behaviour
in corporations based on their institutional contexts (Campbell 2007 & 2006); to show
how standards act as institutions that shape corporate behaviour (Terlaak 2007); illustrate
codes of ethics as mechanisms of constraint on hierarchical actors (Sacconi 1999);
identify four overlapping policing authorities (theoretically the job of the institution) that
MNCs are likely to yield to on matters of moral conduct (Maynard 2001); and to show
how characteristics of the modern corporation created some of the socia activitiesit then

went on to undertake (Hoffman 2007).

Articles based on empirical work provide evidence to suggest: that institutional changes
(in the market and state) have led to increased commitments to CSR and cross-sectoral
collaboration (four comparative case studies — qualitative) (Hamann 2004); institutional

differencesin the US and EU result in different expectations around CSR (three
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secondary case studies - qualitative) (Doh and Guay 2006); senior managers more often
use codes when they feel pressure from market stakeholders, thus treating codes as
symbolic and not substantive documents (telephone interviews — quantitative) (Stevens et
a 2004); organizations use codes to provide strategic legitimacy which allows them to
reflect societal concerns while treating the code with insincerity (content analysis of 7
company codes) (Long and Driscoll 2008); how in attempting institutional trandlation of
oneinstitution (CSR) into another context, a hybrid institution was created (single case —
gualitative) (Mohan 2007); regiona fluctuations in the adoption of the Equator principles
reflect differences within financial institutions (secondary report data— mixture
gualitative and quantitative) (Wright and Rwabizambuga 2006); two or more theoriesin
combination, one of which isinstitutional theory, used to predict CSR behaviour
(secondary survey data— quantitative) (Beliveau et al 1994); or to predict the prevalence
of OHS programsin a given industry (secondary data base — quantitative) (Corcoran and

Shackman 2007).

The majority of these articles assume the corporation is a passive actor, with the exception
of Moon (2004), Terlaak (2007), Hoffman (2001) and Mohan (2007). Mohan’s (2007)
articleis one of the few articles to discuss deinstitutionalization in the context of CSR and
NI, but views CSR as aforeign institution brought into a new national environment
(Denmark), where the institution of CSR undergoes a deinstitutionalization and is then
reingtitutionalized in aform better suited to the national context and participating
organizations, resulting in a hybrid. Hoffman’s (2001) book From Heresy to Dogma, isan
empirical investigation into different stages of environmentalism from three different
levels (each with its own data set): legal influences, industry influences and organizational

influences. While he assumes the corporate actor is active, most of his discussion on the
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influence of corporate actors shows them as passive and as having little influence on the

institutions he examines.

The literature around strategic responses of companiesto CSR isalso very limited.
Weaver et a (1999) discuss coupled/decoupled strategies (e.g. Meyer and Rowan 1977)
of organizations in responding to the increasingly vocal calls from society for improved
ethics. They describe integrated structures and polices as those that affect everyday
decisions and actions such that ‘ managers and employees are held accountable to [them],
take note of [them], and see [them] as having a valued role in the organization’s
operations' (540). In this sense, integrated or coupled strategies refer to the words,
structures, policies, programs, etc. that are deeply embedded within the organization.
Decoupling is described as structures or policies that provide visible conformity to
external expectations and have little impact on everyday decisions and actions. Their
survey findings suggest that in general, external pressures (identified as government, news
media and business associations) are likely to result in decoupled ethics program
practices, whereas management commitment to ethicsis the most essential element in the
creation of integrated/coupled ethics program practices. They highlight the fact that
management can value ethics for their own sake at the same time as for their instrumental

ability in operational success and ability to create or maintain legitimacy.

While theoretically companies may exist where CSR is fully coupled or embedded within
the organization, few, if any, exist in practice (Carlisle and Faulkner 2004). Much of what
currently happensin practiceis believed to be decoupled (window dressing,
greenwashing, bluewashing, PR etc.) as away of impressing stakeholders thereby

ensuring continued legitimacy and future survival as a business (Donaldson 1996).
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2.4.3. Competing Logicsand Conflict in NI and CSR Literature

While investigating the research objective, it became clear that conflict was a key theme
in implementing CSR at the operational datalevel (Van Mannen 1979b). Therefore, this
section discusses some of the literature that is used to help explain why this conflict may
exist and how it is possible to observe the nature of this conflict. Within the NI literature,

conflict tends to be discussed through power and competing institutional logics.

Although the power literature is voluminous (e.g. Weber 1947, Salancik and Pfeffer 1977,
Fiol et al 2001, Whitmeyer 2001, Kim et al 2005, Lukes 1974, Hardy and Leiba-

O’ Sullivan 1988, Gaventa and Cornwall 2001, Furnham 2005, Hosking and Morley 1991,
Faubion 1994, Abel 2005, Kotter 1977, Richardson and Swan 1997, Atwater 1995,
Pettigrew 1973, Mintzberg 1983, McKenna 2000), explicit discussions of power within
NI theory literature are limited and tend to be linked to the role of agency (Scott 2001,

Hoffman 2001).

Scott (2001) makes clear that power isincreasingly being discussed in the NI literature
and the studies he cites all view power as ‘vested in institutions but also allow[ing] for
conflicting logic and interests giving rise to challenges leading to institutional change’
(194). Within the NI literature, power tends to come from the idea that there are multiple
institutional alternatives that ‘intersect, overlap, compete for attention and adherent, and
constrain some actors and actions but enable others’ (Scott 2001: 188). These competing
logics (e.g. Friedland and Alford 1991) favour certain groups over others (e.g. Greenwood
and Hinnings 1996) and the power implications of them are often implicit (Hoffman

2001: 173).
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However, Leblebici et al (1991), Knight (1992) and Fligstein (1991) make the implicit
impact of power on institutions explicit. Leblebici et al (1991) ask the question ‘[w]hy do
those who occupy the positions of power in the existing institutions willingly change its
practices? (337). Their answer is based on the fact that less powerful, fringe members
within the organizational field are able to attain ‘ success at the periphery’ (359) due to the
fact that they are more likely than dominant members to innovate and have less to lose or
gain as aresult of the innovation. Therefore, marginalized companies within the
organizational field are able to take greater risks in product and service innovation. If
these risks are successful, the changes in practices that result from this influential
innovation and competition over resources within the organizational field, increase the
likelihood that dominant companies will adopt the innovation. Although the marginal
members are the creators of the innovation and thus instigators of institutional change,
this does not make them likely to become dominant members within the organizational
field. Thus, the marginal members affect changes in the dominant structure (or
institution), and while they may not become dominant players as aresult, the legitimacy
given to these new practices ‘ erodes the centrality of the established players and the
institutional practices sustaining them’ (359). Thus the agency of certain actors,
particularly at the fringe, is recognized as having the ability to affect changes within the
existing institutional arrangements, but not give them sufficient power so as to become

dominant members.

Knight (1992) on the other hand predicates his bargaining theory of emergence and
change on the premise that ‘ most social outcomes...are the product of conflict among
actors with competing interests' (14). These are intentional actors who understand how

their choices help to form mutual choices that affect social outcomes, who also
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understand that their choices affect others, and that act rationaly in their own self-interest
while in competition for the distributional advantages that accrue from the uneven
distribution of institutional benefitsin social life. He therefore puts forward avery
different conception of institution where ‘social institutions are conceived of as a product
of the efforts of some to constrain the actions of others with whom they interact’ (19).
Thusin Knight's view, an institution is the sum total of all conflicts that have occurred
around a given set of rules, norms and related practices, and those with the sufficient and
appropriate resources are able to maintain and change institutions to leverage additional
institutional benefits which exist to constrain behaviour. These ‘ strategic advantages' are
undermined by the costs of creating, maintaining and changing institutions and are only
born when the distributional advantages outweigh them; by uncertainty about future
effects and therefore future benefits of the proposed or existing institutional form; and
finally by market competition which can diminish the value of resource asymmetries and
thus of resulting benefits. The ‘existing distribution of alternative institutional forms' (89)
takes place by using three mechanisms: random variation, where random events can
significantly influence the current institutional arrangements; decision-making forces,
where individuals are seen to have the ‘ capacity to learn about and adopt new institutional
rules (89); and natural selection, where competitive pressuresin the institutional
environment encourage competition for resources and thus put pressure on aternative
institutions. The alternatives that allow organizations to better exploit existing resources

and thus to survive, are chosen over the less successful alternative institutional forms.

Thus, Knight (1992) believes that some social actors are more powerful than others and
that these actors have a better bargaining position allowing them to take advantage of

others by forcing them to comply with institutional rules these other actors would not
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normally agree to because they ‘ssimply...cannot do better than to do so [emphasisin
original]’ (127). Thus, less powerful social actors comply with institutional rules that
disproportionately advantage other groups because they are also, by implication,
proportionately better off and could not do any better. As these patterns of
disproportionate distribution of benefits become ‘regularized’ or repeated as patterns, they
areinstitutionalized. Once institutionalized, the strength of thisinstitution and thusits
stability and maintenance, is based on the ability of the institutional rules to maintain

these disproportionate advantages.

Fligstein (1991) also assumes ‘rationa’ actors are key to shaping institutions, where those
in power who have access to more resources, use those resources to ensure their power
and control over the institution and maintain the status quo. While institutions both
constrain and enable actors’, the power engendered by actors gives them the ability to
control the existing strategy and structure of an organization and its organizational field,
thus ensuring actors interests are embedded within thisinstitution. The individual and
collective risks associated with challenging this set of ingtitutional arrangements are
sufficiently strong as to encourage inertia within the institution. Therefore, existing
dominant institutions, such as that of the traditional business model, require shocks before
changeislikely to occur and to succeed. When a shock to the institution occurs, such as
with the innovation described by Leblebici et al (1991), the ‘new’ circumstances are
interpreted and acted upon by those in power. Fringe members’ do not appear in
Fligstein’s (1991) depiction of organizational change because powerful members tend to
maintain their status regardless of the institutional conditions. Therefore powerful

members have a significant impact on how institutions are shaped and replicated, but it is

® While he does discuss both individual and organizational actors, they are not discussed separately so as to
more clearly understand the different impacts of individual and organizational actors on institutional
change.
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unclear how these actors become powerful and therefore how their powerful position

impacts on institutional forms.

These three contributions share the belief that for change to occur within the
organizationa field, it must be led by those with the most power. As Fligstein (1991)
states, this change is based on the interpretation of these powerful actors to some shock
within their institutional environment, and reflects the interests of the positions of these
powerful members. Therefore, it ishighly likely that only powerful members will become
the dominant playersin new institutional arrangements (Fligstein 1991, Knight 1992, and
Leblebici et al 1991), and others alow this uneven distribution of institutional outcomes
to occur because they can do no better (Knight 1992) or because it would invite an
‘individual and collective disaster’ in the balance, and therefore stability that has settled
around the existing institutional arrangements (Fligstein 1991: 316). Therefore, while
these contributions highlight the significant impact of power on the development, change
and decline of institutions, they signify that while marginal members can affect the
processes or practices that are associated with certain elements of the dominant
institution, these changes are likely to be coopted by dominant players, reducing the
ability of those in less powerful positions to shape future institutional arrangements. Also,
both Knight and Fligstien suggest that actors rationally agree with the disproportionate

outcomes of the particular institutional arrangements.

While not the focus of his investigation, Hoffman (2001) might agree with some of these
conclusions as he suggests that powerful members in an organizational field can use
coercive force or voluntary cooperation to influence institutional structures and norms to

those that better suit them, thus having more control over the rules and resulting stability
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of theinstitutional arrangements within the organizationa field. Thus Hoffman would
argue that while not the reason for institutional creation, conflict through power

differentials can have a significant impact on the form of the relevant institution.

Asdiscussed earlier, the logic underpinning an institution of CSR is fundamentally
different from that underpinning the traditional business model. Since both logics apply to
business and provide rules, norms and practices articulating the relationship between
business and society, the fact that they are fundamentally different indicates CSR isan
alternative institution and thus a competing logic. The difference in theselogicsis
illustrated by Jones (2005), where he argues that the role of transnationalsisto make
money:
‘Transnational corporations, then, are institutions designed, constructed, and maintained to
make money for the interests that own them. TNCs are not development institutions, although
they often promote certain forms of economic development. Nor do they exist in order to
fulfill the aspirations of the people that they employ, athough they will often find it useful
(sometimes even necessary) to ‘ make people happy’ in order to generate increased
productivity and desired market outcomes. Nor do they exist to satisfy the wants or needs of
their customers (although they must obviously do so to some extent), who are always means
and never endsin themselves. Nor, finally, do they exist to make society a better place,
despite the fact that their activities often generate wealth, employment, technological
advancement, etc. Such outcomes are irrelevant positive externalities from the perspective of
these institutions themselves (92)... for the contemporary corporation — manifested most fully
in the ingtitutional form of the TNC —is a superbly effective mechanism for creating wealth
for its owners, their senior representatives in management, and arelatively small group of core
employees, as well as value for its primary customers. All other stakeholders outside of this

tight ... will increasingly be excluded from accessing the wealth and value-creating activities

of TNCs' (96).
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Jones (2005) is thus suggesting that the CSR logic is not legitimate, and will go into
decline, never becoming a dominant institution within business. Whether heisright or not
is yet to be seen. However, his quote illustrates the main areas where these two
institutional logics compete. Therefore, CSR as an institution (with its triple bottom line
logic) is an aternative model and thus a challenge to the traditional business model (with
its single bottom line logic). As actors become * persuaded’ by the ideas of CSR (Scott
2001), thus working to shape and change the cultural-cognitive element of the institution
of businessin the minds of certain groups, this creates inconsistency between the three
elements of the dominant institution (cultural-cognitive, normative and regulative)
causing tension, confusion and uncertainty, weakening the dominant logic and making it
susceptible to challenges (Hoffman 2001: 194). As was discussed earlier in the chapter,
the fact that CSR can be defined as an institution means that it has already achieved some
degree of persuasiveness within al three elements, thus making the CSR institution more
cohesive and generating a more credible challenge to the traditional business model. As
an aternative institutional arrangement gains legitimacy by connecting itself to broader
societal rules, norms, frames etc. (Scott 2001), thus alying itself to other existing
legitimate structures, it becomes a more potent challenge due to its own perceived socidl
legitimacy. Thus CSR is not only a persuasive aternative to the traditional business
model, but it also becomes increasingly legitimate when actors with alegitimate say in the
ideology and rules that support both CSR and business such as banks, insurers, investors

and governments support it.

‘ Although power certainly matters in supporting legitimacy processes, asin other social
activities, power is not the absolute arbiter. Entrenched power is, in the long run, helpless

against the onglaught of opposing power allied with more persuasive ideas’. (Scott 2001: 60)
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Clearly, the triple bottom line logic of CSR is persuasive, encouraging increased soci etal
support, making the alternative institution more legitimate and thus creating a * shock’

within the organizational field for many companies.

Fligstein (1991) highlights that observing this type of theoretical model is difficult, but as
Salancik and Pfeffer (1977) state, power ‘while it eludes definition, is easy enough to
recognize by its consequences — the ability of those who possess power to bring about the
outcomes they desire’ (3). Therefore, to observe, clarify and analyze the impact of power

on developing and implementing CSR, two typologies of behaviour were utilized.

24.3.1. Individual Tacticsfor Influencing Others

Individuals actively engage in shaping their environment in a plethora of ways that are
outside the scope of this research, but include the use of informal authority structures
where actors clam ‘ power and expertise that potentially allows them to direct resources
of the organization’ (Fligstein 1991: 313). Therefore, power sources and influence tactics
are observable means of identifying the impact of competing logics on the development
and implementation process within an organization. These tactics can be used by
individuals to shape and change their environments in ways that better suit their own
personal agendas, whether thisis based on rational self-interest or other more political

reasons.

Y ukl and Falbe (1991) have added to the work of French and Raven (1959) to create a set
of eight power sources, broken into two main categories of personal and positiona power.
This set of power sourcesis used in tandem with the nine influence tactics identified by

Y ukl and Tracey (1992) and Kipnis et a (1980), to investigate how individuals respond to
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conflicting logics within their organization, and how this shapes the form of the CSR

institution.

Table 2 Eight Sour ces of Power inside Organizations (Y ukl and Falbe 1991)

Type of Power Description

Position Power

Legitimate The actor has the right, considering his’her position and the target’s job responsibilities,
to expect the target to comply with legitimate request ()

Reward The actor is able to give special benefits or reward to people, and the target finds it
advantageous to trade favours

Coercive The actor can make things difficult for people and the target wants to avoid getting the
actor angry

Information The actor has access to information not available to the target and this information

convinces the target that the actor is right

Per sonal Power

Expert

The actor has the experience and knowledge to earn the target’ s respect and the target
defersto the actor’ s judgement in some matters

Persuasive The actor’ s logical arguments convince the target that the request or recommendation is
the best way to accomplish an objective or get atask done

Referent The target likes the actor and enjoys doing things for him/her

Charisma The actor is very charismatic and is able to appeal to the target’s values and inspire the

target’s enthusiasm for a task

Table 3 Nine Influence Tactics (Yukl and Tracey 1992)

Influence Tactics Description

Coalition The actor seeks the aid of othersto persuade the target to do something or usesthe
support of others as areason for the target to agree also

Consultation The actor seeks the target’ s participation in planning a strategy, activity or change for
which the target’s support and assistance are desired, or the actor iswilling to modify a
proposal to deal with the target’s concerns and suggestions

Exchange The actor offers an exchange of favours, indicates willingness to reciprocate at a later
time, or promises to share the benefits if the target accomplishes a task

Ingratiation The actor seeks to get the target in a good mood or to think favourably of him/her before

asking the target to do something

Inspirational appeal

The actor makes a request or proposal that arouses enthusiasm by appealing to the target’s
values, ideals and aspirations or by increasing the target’ s confidence that he/she can do it

Legitimating

The actor seeks to establish the legitimacy of arequest by claiming authority or right to
make it or by verifying that it is consistent with organizational, policies, rules, practices
or traditions

Rational persuasion

The actor uses logical arguments and factual evidence to persuade the target that a
proposal of request is viable and likely to result in the attainment of task objectives

Personal appeal The actor appeals to the target’s feelings of loyalty and friendship toward him or her
before asking the target to do something
Pressure The actor uses demands, threats or persistent reminders to influence the target to do what

he or she wants

Therefore, the use of these two types of behavioural cues can help to identify individual

agency in the development, change and decline of institutions and underscores the conflict
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that can occur when individual actors attempt to reconcile and/ or negotiate competing

logics within the same organi zation.

2.5. Conclusion

The review of literature conducted throughout this chapter provides seven relevant
insights for this research.

1. CSRisacontested concept but it shares key fundamental elements with other
terms such that they can be discussed together under one label,

2. Exigting CSR theories are relatively under-devel oped, and many depict CSR either
asaprimarily conceptual phenomenon or as an instrumental phenomenon,

3. Limited research exists on MNCs as a distinct context for understanding the
development and implementation of CSR strategy,

4. Many of the existing CSR implementation models are conceptual, or lack the
detail necessary for application in practice,

5. NI theory isarobust, well devel oped theory with the explanatory power to
investigate CSR in awider context and to respond to a need for more research
combining the two, and

6. Whilein genera NI literatureis well developed, empirical research islimited on
the enabling characteristics of institutions, the role of agency and of conflict, in

particular at the individual level.

First, although definitions and therefore our understanding of CSR is contested, thereis
some similarity between terms used to describe CSR (such as the emphasis on the triple
bottom line) (e.g. Matten and Moon 2008), which alows for the use of one term to refer

to dl. In thisresearch, theterm CSR is used.
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Second, one of the ongoing debates within the CSR literature — whether it is primarily a
conceptual or applied phenomenon —is problematic in that both are needed to describeit.
Many of the more developed ‘ CSR theories' either depict CSR in amore conceptual
fashion making the theory difficult to apply in practice, or as an instrumental concern
relatively devoid of a normative foundation. Those theories that try to blend the normative
foundation with usefulness for practice are underdevel oped and often quite narrowly
focused, resulting in arelative void for ‘mixed CSR theories'. Therefore, there is a need

for theory development around CSR.

Third, by operating across national borders, MNCs face a distinct set of operating
conditions that also apply to CSR. These organizations are uniquely positioned to impact
on CSR debate due to their global impact, their maturity with regard to CSR devel opment
and implementation and their access to key resources which can be harnessed to create

solutions to the problems identified through engagement with CSR.

Fourth, there are two key gaps within the ‘implementing CSR’ literature, to which this
research responds: one, a need for an empirically-based, detailed model of
implementation in practice, to improve theory building for academics and provide useful
guidance for practitioners on how to more effectively engage in CSR, therefore adding to
the work on CSR and code implementation (e.g. Nijhof et al 2003, Harris 2004, Schwartz
2004, Veser 2004, Roberts 2003), and two, the need for amodel that focuses specifically
on MNCs as their distinct operating conditions are not often reflected in existing literature
(e.g. Mamic 2004, Wood et al 2004, Frenkel 2001). The resulting model needs to respond
not only to the gaps identified in the ‘implementing CSR’ literature, but to a need to

incorporate general management research on such things as the process of organizational
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change (e.g. Van de Ven and Poole 1995) and elements to capture the fluidity and

complexity of implementation (Rijnders and Boer 2004).

Fifth, due to the extensive development and explanatory power of NI theory in relation to
CSR, it was chosen as the analytical lens for this research. It therefore responds to the
need to better integrate CSR and NI theory (Campbell 2006 & 2007, Marquis et a 2007)
by contributing arange of insights such as evidence of an institution of CSR, its enabling
capabilities and the role of actors in shaping it, to the existing body of work linking CSR

and NI together (e.g. Moon 2004, Campbell 2006 & 2007, Jeurissen 2004, Mohan 2007).

Sixth, the enabling characteristics of institutions, the role of agency and of conflict are
underdeveloped in existing NI literature, particularly at the individual level (Hoffman
2001, Scott 2001, Knight 1992, Ingram and Clay 2000). CSR provides a distinct context
for further developing these areas of NI theory, and NI theory provides arobust theory
with strong explanatory power to investigate the devel opment and implementation of CSR

strategy in its broader context.

Thisreview of literature clearly demonstrates the gaps presented by alack of empirical
research around CSR development and implementation, and around the three areas of NI
theory mentioned above. It aso shows the underdevel opment of CSR theories and the
need for theory building that incorporates the wider context of CSR. Based on the
concepts aready presented, it is possible to suggest that CSR is an institution and that
philosophically, it is fundamentally different from the traditional business model. Itisaso
possible to suggest that much scope exists for examining the development and

implementation of CSR strategy from an NI perspective. These ideas will be discussed in
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further detail in future chapters, following the next chapter which details the multi-method

interpretive approach that underpins this research.
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3. Research Philosophy, Methods and Analysis

3.1. Purposeand Aims

The previous chapter illustrates the need for empirical research into the devel opment and
implementation of CSR strategy from an NI perspective, thus providing scope for
investigating the research objective (see sections 1.2.2 and 3.3). This chapter illustrates
the philosophical approach behind the research itself, and therefore the beliefs and
assumptions underpinning the work. This research project is based upon a belief in the
subjective nature of reality from within the interpretive paradigm (e.g. Burrell and
Morgan 1979, Saunders et al 2007). As such, this chapter illustrates both philosophical
foundations and processes undertaken for the gathering and analysis of two distinct stages
of research. The ongoing epistemological and methodol ogical debates regarding the
importance or utility of certain paradigms or methods will not be the focus of this chapter.
Therefore this chapter has six aims:
1. To describe and discuss the ontological and epistemological underpinnings of the
research,
2. To restate and expand on the research objective,
3. To describe the multi-method approach (semi-structured qualitative interviewing
and case study),
4. Todiscussissues of reliability and validity of these techniques,
5. To describe and provide examples of how the data was analyzed, and
6. Toillustrate how this research meets the criteriafor good interpretive research

identified by Mintzberg (1979).
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3.2.  Research Philosophy — Ontology and Epistemol ogy

As Morgan (1980) states, ‘knowledge and understanding of the world are not given to
human beings by external events; humans attempt to objectify the world through means
of essentially subjective processes’ (p.610). It isthis subjective view of reality that
underpins the research, where the social world is‘ constructed’ by individuals and groups
who create the ‘reality’ in which they operate (e.g. Burrell and Morgan 1979, Mertens
1998, Denzin 2001, Aram and Salipante Jr. 2003, Berger and Luckmann 1967). This
subjective reality is based on the historical, cultural, political, economic etc. context in
which the actors exist and is set ‘against a backdrop of shared understandings, practices,
language and so forth’ (Schwandt 2000: 193). Within this subjective redlity, the
interpretive paradigm suggests it is possible to identify ‘ underlying patterns and order
within the social world’ (Morgan 1980), to better understand how thisredlity is

constructed.

The interpretive paradigm is focused on the creation of meaning within certain contexts
and how those meanings and experiences are understood to constitute social action
(Burrell and Morgan 1979, Schwandt 2000, Baker 2001, Spiggle 1994). The researcher
acts as an interpreter, who attempts to identify meanings associated with particular socia
action and/or processes through such things as conversation and interaction, and thus
attempts to understand the subjective meaning of action in an objective manner
(Schwandt 2000, Mason 2002), or by making strange that which is normal by challenging
our own preconceived notions about the process in question (Toren 1996, Baker 2002a).
Objectivity in this sense refers to the researcher’ s ability and willingness to listen to and
‘givevoice' to participants (Strauss and Corbin 1998: 43). In essence, the researcher acts

as an interpreter of the participants ‘constructions' or interpretations of the social world,
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looking for patterns that help to describe and explain the social activities under
consideration. Thus, both the researcher and the participant are each at the centre of their
own hermeneutic circle (Denzin 2002), where the researcher (and presumably also the
participant) moves from a stage of preunderstanding® to understanding, which then
informs the next stage of preunderstanding/ understanding, forming the hermeneutic
gpiral. Within the spiral, data are interpreted and re-interpreted as our understanding of the
socia world grows and changes, resulting in better theory (Gummesson 2003). Within
this process of interpreting, the researcher responds as awhole person and acts as ‘an
instrument in observation, selection, coordination, and interpretation of data’ (Spiggle

1994: 492).

This paradigm assumes continuous conflict between the individual and his/her social

world, where

‘an intricate web of multiple relations established among individuals in constant
interaction with one another...the larger superindividual structures — the state, the
clan, the family, the city, or the trade union — turn out to be but crystallizations of this
interaction, even though they may attain autonomy and permanency and confront the

individual asif they were alien powers (Coser 1965 in Burrell and Morgan 1979: 70).

In thisway, individuals play a controlling and creative rolein influencing their
environment through their symbolic interpretation and interaction with this environment
but are also largely affected by it (Burrell and Morgan 1979). Thus, thereisinterplay
between the larger structures and the individual, whereby underlying patterns are created
and can be observed by researching individuals. Thus, this approach is appropriate for

investigating institutions as they are by definition (see Chapter 2) underlying patterns of

® Preunderstanding refers to the knowledge, insights, experience etc. that someone has before they engage in
research (Gummesson 2000, Denzin 2002).
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socia action, and it is possible to see both the influence of the patterns (or institutions) on
individuals, and the influence of individuals on the patterns by interacting with the
individuals and how they perceive and work to shape (intentionally or not) the nature of

the socia patterns of which they are a part.

In other words, the interpretivist approach to this research seeks to understand the ‘world
asitis and to ‘understand the fundamental nature of the social world at the level of
subjective experience (Burrell and Morgan 1979, p. 28). It focuses on identifying and
investigating patterns in contextually specific emerging socia processes and their
associated meanings, based on the interaction of individuals and groups with their social

environments, and is thus appropriate for investigating institutions.

3.3.  Research Objective

According to Ritchie and Spencer (2002), applied research can be distinguished from
theoretical research ‘through its requirements to meet specific information needs and its
potential for actionable outcomes' (p.306). Thisis not to say that applied research is a-
theoretical. The oppositeisin fact the case where the best applied research is based on a

solid foundation in good theory (Gummesson 2003).

Thisresearch is based on asimple, practical question - how do corporations develop and
implement CSR strategy across their global operating locations? In order to investigate
key elements of this phenomenon, the objective of thisresearch isto investigate, in detail,
the existence of and key characteristics outlining an institution of CSR through an
investigation of how it is developed and implemented by companies. Thisincludes three

more specific objectives. to investigate the key governance systems and processes
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involved in developing and implementing CSR strategy, to identify how organizational
and individual actors respond to the constraining and enabling characteristics of CSR
in their wider environments, and to understand how these actors use their power and
influence in shaping CSR to fit their political agendas. While starting from a practical
problem identified by practitioners, this objective implies much about the relationship
between business and society and the role that actors have in shaping our understanding
of CSR and its legitimate form within business. Therefore, the research seeksto
investigate how CSR is devel oped and implemented within its business context, using NI
theory as arobust frame for investigating CSR more broadly and for helping to explain
why CSR is dealt with and regarded the way it isin practice, resulting from its

competition with traditional business imperatives.

Therefore, this research investigates how companies develop and implement CSR
strategy, and what these processes and systems can tell us about the nature of CSR,
institutions and agency, and uses NI theory as an analytical lens that both informsand is

informed by the data collected.

3.3.1. Exploratory Research

Based on the lack of literature to respond to this objective, its inherent complexity and the
need to understand it in its natural context to provide ‘actionable’ results, an exploratory
approach was taken to data gathering. This, in combination with the overall
epistemological approach, means the research focuses on understanding the meanings
individual s present about social actions and processes, which can help to identify
underlying patterns of social action, where little is currently known. Therefore, the

research focuses on how individuals involved in the devel opment and implementation of
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CSR strategy understand, ascribe meaning to and take account of their actions and the
actions of others, and how these actions are mediated by historical, cultural and
institutional contexts. By engaging with these individuals, learning of their experiences
and opinions of being involved in these social activities (Denzin 2002) it is possible to
identify any underlying patterns in the processes involved in the development and

implementation of CSR strategy at awider organizational level.
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3.3.2. Inductive Research

With aresearch goal focused on helping to solve a practical problem, and results that can
be made actionablein a‘real world’ context, data collection must be both data rich and
data-led. As such, the research began from an inductive, unstructured approach, where no
single theory or hypothesis was tested (Crane 2000, Eisenhardt 1989, Baker 2002a), and
where theory emerges from the data (e.g. Strauss and Corbin 1998, Mintzberg 1979,
Pettigrew 2000). This inductive approach alows for the exploration of the research
objective in question without a preconceived notion of what the data would look like or
the relationships that might be found within it (e.g. Saunders et a 2007, Mintzberg 1979).
Thus, it allowed for an unstructured investigation of CSR strategy development and
implementation, providing the opportunity for a more holistic investigation of potential

issues and relationships as they exist in practice.

3.4. Multi-method | nterpretive Study

According to Mintzberg (1979) ‘[m]easuring in real organizational terms meansfirst of
al getting out into the field, into rea organizations. Questionnaires often won't do’ (p.
586). Questionnaires, and other methods more appropriate for conducting deductive
research have been not been utilized in this research. As such, ‘qualitative’ methods have
been used as they are the most appropriate in conducting exploratory, inductive research
focused on understanding the meanings and actions of individuals and groupsin the socia
world, where the questions of why and how are most important, where little is known
about the phenomenon and where they must be studied in context to produce the kind of
results useable by practitioners (e.g. Strauss and Corbin 1998, Saunders et al 2007,

Warwick 1973, Van Maanen 1979a, Baker 2001, Ritchie and Spencer 2002, Vinten
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1994). Also, based on the philosophical perspective, it is possible to understand a larger
social system (such as an institution) by interacting and observing individuals within the

specific system.

Therefore, a multi-method qualitative study was conducted and can be understood as a
study in which *more than one data collection technique is used with associated analysis
techniques, but thisis restricted within either a quantitative or qualitative world view’
(Tashakkori and Teddlie 2003). If we change the words ‘ quantitative’ and ‘ qualitative
with ‘positivist’ and ‘interpretive’ to match with Van Maanen’s (1979a) comments’ we
can see that thisis a multi-method interpretive study. Two distinct methods were used to
investigate the research objective: semi-structured interviews (e.g. Rubin and Rubin 1995,
Patton 2002) and a single observer-as-participant case study (e.g. Bruyn 1966, Saunders et

a 2007).

These two different methods were used because they allow for the gathering of two
distinct sets of data: the interview research provides a broader, more ‘ public, cleaned-up’
version of events®, primarily depicting what and how CSR strategies were devel oped and
implemented within their organizations; and the case study research illustrates what
happens ‘ behind the scenes’, or the daily activities of acompany struggling to come to

grips with a changing marketplace where CSR isincreasingly an expectation.

"Van Maanen’s (1979) indicates that ‘the label qualitative methods has no precise meaning in any of the
social sciences...[and] isat best an umbrellaterm covering an array of interpretive techniques' (p.520).

8 A useful metaphor to describe the data gathered in the interviews is that of advice given to you by that
aunt or uncle you never knew very well. They are interested in telling you the story of how it was done and
how important their role was in the process, but not in telling you about the struggles they faced or the
things that went wrong. There is aso the power imbalance between a more powerful participant who has
‘alowed you to play the game’ but is unwilling to tell anything other than the officially sanctioned ‘version
of events'.
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Therefore, the interviews generate a better understanding of the conceptual landscape
surrounding the research objective based on actua practice, and to help identify some of
the potentia relationships between these concepts. Also, asking direct questions about
behaviour provides information that is more retrospective and presentational® (Van
Maanen 1979b) in nature, thus illustrating the more formal, socially acceptable and
deliberate presentation of events under investigation. Thus, the interview data allow for a
description of the overall process of CSR strategy development and implementation from
an idealized perspective, or in other words, the accounts of the participantstell us that the
Standardized Practices do and should have certain el ements based on their experiences of
being involved in the process (see Chapter 4). While this data set also provides
information about challenges, influences, and actor behaviour etc., its primary

contribution is athick description of the process.

With an understanding of the idealized process at hand and thus an understanding of
‘what', the case then provides some operational data™, or insight into the daily activities
of developing and implementing CSR work in practice, what and how this processis
influenced by actors, as well as some indication of why it looks the way it does.
Therefore, it alows for the further exploration and explanation of the process and other
issues, relationships, meanings and actions identified in the interviews through direct

observation (e.g. Mintzberg 1979, Sanchez-Jankowski 2002).

9 Presentational datais that ‘which concern those appearances that informants strive to maintain (or enhance) in the eyes
of the field worker, outsiders and strangers in general, work colleagues, close and intimate associates, and to varying
degrees, themselves. Data in this category are often ideological, normative, and abstract, dealing far more with a
manufactured image of idealized doing than with the routinized practical activities actually engaged in by members’
(Van Maanen 1979b: 542)

10 Operational datais that ‘which documents the running stream of spontaneous conversations and activities
engaged in and observed by the ethnographer while in the field. These data surface in known and
describable context and pertain to the everyday problematics of informants going about their affairs (Van
Maanen 1979h: 542)
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Thus, the more systematic data gathered from the interviews acts as a foundation for
understanding what key relationships (or tensions) exist in the research in their more
public, idealized form and provide aframe for understanding what we mean when we say
‘devel opment and implementation of CSR strategy’, and the richer data gathered from the
case helps to further understand, refute and help to explain relationships and influences
identified within the case and previous interviews (Mintzberg 1979). These two levels of
meanings and actions provide distinct sets of information regarding the research
objective, thus combining ‘inquiry from inside’ and ‘inquiry from outside’ the
organization to improve the quality of research and resulting theory (Evered and Louis

1981).

3.4.1. Inquiry from Outside — Semi-structured Qualitative I nterviewing

Interviews are useful because they attempt to understand that which cannot be directly
observed such as that which took place in the past, the meanings people ascribe to their
experiences and/ or how they organize the world (Patton 2002, Keats 2000). They are also
used to ‘unravel the complexities of large-scale social change' (Gerson and Horowitz
2002: 201) by examining how individuals experience, interpret and shape their responses
to these changes. Thus, by talking to those involved in the development and
implementation of CSR strategy, it is possible to better understand the processes that are

occurring at an organizational level, and the meanings ascribed to it at an individual level.

The interviews were qualitative or active in nature (e.g. Rubin and Rubin 1995, Patten
2002, Holstein and Gubrium 1995). A qualitative or active interview approach sees both
the interviewer and respondent as ‘ conversational partners’ (Rubin and Rubin 1995) in a

process of ‘actively creating meaning’ on a given topic (Holstein and Gubrium 1995).
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They argue that, within the interview setting, meaning is created as aresult of the
perspective taken by the respondent, the relationship with the interviewer, the interview
context and the nature of the subject being discussed. Thus, the interaction of these and
other dynamics impact on the nature and content of the meanings that are discussed. The
ideathat the interview context impacts on the respondent and thus on their responsesis
well recognized (e.g. Patton 2002, Kvale 1996, Rubin and Rubin 1995, Keats 2000),
although its acceptance varies depending on the interviewing approach taken. Thus, the
respondent and the interviewer together collaborate to understand the meanings associ ated

with a particular topic or research area.

A qualitative interviewing approach is consistent with interpretive, exploratory research,
as it focuses on gathering rich, in-depth data in the form of stories, examples and accounts
of how individuals understand their own experiences, which can be used to understand
socia phenomenon (Rubin and Rubin 1995). How CSR strategies are developed and
implemented throughout an organization and factors influencing these processes, attitudes
and behaviours are based on the beliefs and perceptions of those who are involved in the

jprocesses.

Aninterview guide (Ritchie and Lewis 2003, Patton 2002) was used where each
participant was given four topics as the basis for our conversation (open-ended interviews
(Gillham 2000)) and was told that further topics would depend upon what we found
interesting within the interview. This was to ensure the same basic guidelines for inquiry
were followed with each participant (Patton 2002), therefore making these interviews
somewhat more structured than the sometimes informal interviews as part of the case

study (Fontana and Frey 1998). Also, an inductive and iterative technique was used such
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that within the four topics, areas of interest that had come up in previous interviews were
also discussed as and if appropriate within the context of the interview. Therefore,
participants were encouraged to share their own perspective based on their own
knowledge and experience about the topics under investigation (Denzin 2002), and were
probed according to the details of our discussion and other related areas mentioned in

previous interviews.

Four topics were identified as key areas in understanding how CSR strategy is developed
and implemented in MNCs. Although inductive, all researchers enter the field with some
level of preunderstanding (Gummesson 2003) and not with the blank slate suggested by
Glaser and Strauss (1967). These questions were based on the preunderstanding of the
researcher based on previous interaction with CSR literature, and previous research and
consulting experience resulting in four topics for discussion:

1. Motivations driversfor creating a CSR strategy

2. Major implementation techniques used

3. Impacts of culture on these processes

4. Stakeholder feedback on development and implementation

Where time permitted, afifth question was added:

5. What were some of the lessons you learned during implementation?

These four topics (and the fifth follow-up question where appropriate) were used as a
starting point to guide our discussion into areas related to the development and
implementation of CSR strategy. The topics were intentionally general in nature to alow

interview participants to say whatever came to mind on a particular subject. In some cases

Krista Bondy Chapter 3 — Research Philosophy and Methods 92



participants asked for clarification of the concepts —in most cases it was to clarify what |
meant by culture. In these cases, | told them that the term was intentionally | eft vague so
that they could respond in the way that most suited them, and then | told them that it can
refer to such things as organizational culture or national culture. This was enough for
most participants to continue to respond to the question. If the concept was till in
guestion, | would use examples given to me from other interview participantsto clarify.
For example, if the participant still wanted to clarify the concept of culture, | would say
‘well for instance, have you noticed any impacts that local customs have on how people

within certain global operating locations implement the strategy/ code? .

3.4.2. My Rolein thelnterviews

Given that data gathered in the interviews is a collaboration of meanings around how
MNCs develop and implement their CSR strategies, and that reflexivity isacritica
element in good research (e.g. Cassell and Symon 2004, Nason and Golding 1998) it is
important to be reflexive on the interview process and the significant factors that affected

the process.

In capturing my impressions and descriptions recorded immediately after each interview,
and my ongoing reflections during and after al interviews were completed, several issues
became apparent as having more significance in influencing the interview process.
Nervousness, physical characteristics (such as young, female) the need to try and
understand the participants’ perspective (therefore listening to what they had to say with
few challenges to either content or form) and time constraints meant that many
participants started to describe rather basic things about their programs, instead of going

into technical details of systems or programs. This was more often the case in face-to-face
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interviews (where | felt | was treated like an inexperienced younger woman with regard to
both business and CSR expertise), than it was with phone interviews. In some cases, the
combination of issues mentioned above, along with the fact that the interview was
conducted for research purposes, left me feeling like | was supposed to feel fortunate to

have been granted the interview.

The other key issue that had an impact on the information gathered within the interviews
was the style of questions. In the pilot, 37 questions were identified around the
development and implementation of CSR strategy. In each of the three pilot interviews,
when a question was asked, immediately the participant would say something similar to
‘well of course we do that — its fundamental to the program’, and while this may have
been true of afew of the questions, this type of answer was repeated many times
throughout al three interviews, but with no prior indication in the use of language or the
topics discussed by the participant that these issues had even been considered. It was
therefore clear that alist of ‘direct’ questions only encouraged the socia desirability bias
of participants in wanting to say ‘yes, we' ve thought of everything and of courseit’s
fundamental to what we do as an organization’. Therefore, with access being a concern,
and with al three pilot interviews potentially heavily biased, the decision was made to use
a semi-structured approach, where interview participants were asked to discuss four
topics. This allowed them freedom to indicate topics of interest, shape the path of the
interview around the four topics, identify what was the most important or at the top of
their mind, or what they were comfortable telling the researcher in an interview
environment. If they used language that linked to other themes identified in previous
interviews, they would be probed for further information on that theme but using their

own words.
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The semi-structured interview style, in combination with the researchers appearance and
demeanour, led to gathering more basic information about corporate practices in those
interviews where these characteristics appeared to play arole. In many other interviews,
the researcher was treated as an outside expert and offered the cool detachment associated
with acting in aprofessional manner. In these situations, participants tended to provide

more technical information about their systems and processes.

CSR can also be difficult to research due to the problemsin acquiring access into
corporations due to a concern that their reputation may be tarnished by the publication of
research reports with aless than flattering account of the corporation, as well as the fact
that many participants working on CSR in some way link their own personal ethics and
identity with the ethics and identity of the organization. Therefore, many CSR
professionals tend to take criticism of company efforts and/ or policies etc. as aform of
personal criticism. These difficulties with investigating CSR are likely to explain why

there is an underdevelopment of empirically based literature.

3.4.3. Purposive Sampling

Two different strategies were used to identify potential interview participants to form a
purposive sample (e.g. Baker 2002b, Mayoux 2001, Saunders et a 2007) — database and
network. The sample required identifying companies that both had a CSR strategy, and
operated in more than one country world-wide. That meant first operationalizing ‘ CSR

strategy’ (see section 2.2.3).
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To ensure the potential participants had a solid understanding of the processes used by the
organization in developing and implementing the CSR strategy worldwide, the key person

responsible for implementation of the strategy was targeted.

3.4.3.1. Database
Assizeisknown to be a predictor of whether a company has a code (Langlois and

Schlegelmich 1990, Maignan and Ralston 2002), the top 150 corporations from the

FAME database were used to create the original list. Of the 150 companies listed, 74 were
removed because for instance 26 of them did not list a code online or had very limited
policies on single issues such as arecycling or corporate volunteering. The remaining 48
cases were removed as they were owned by other companies already existing on the list.
Therefore, 76 companies remained on the list from which a further nine were removed
because they were inappropriate. Of the remaining 67 companies that met both criteria, a
search was conducted for the contact details of the person responsible for the code within
the corporation. In many cases this meant contacting the corporation and asking for the
name from the receptionist and/ or speaking to the relevant person if they were available.
If | was able to get through to the contact, | asked them whether | had their permission to
send aletter requesting participation in a PhD research project. Based on this process, 67

letters were sent with 22 positive responses, resulting in aresponse rate of 33%.

3.4.3.2. Network
The second strategy for identifying interview participants was talking to well-connected

individualsin the field to ask for recommendations of people with appropriate experience,
and to ask interview participants for other appropriate participants both inside and outside
the organization. Most participants indicated that they would be the only person within

their organization with the ability to answer the questions and therefore suggested people
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outside. Due to the large number of positive responses, snowball sampling was
discontinued after interview number 9 as at this time, 30+ interviews had already been
scheduled. 19 additional contact names were acquired and 16 were contacted for
participation in the study. Of the 16 names contacted, 14 responded positively and
interviews were conducted with each of them. Of these 14, four interviews were the

second interview within an organization.

In total 40 interviews were conducted in both the pilot and first phase of interviewing,
representing 35 different organizations. These interviews were conducted between
February and May 2006 and ranged in length from 25-90 minutes long, with 19 conducted
by phone and 21 conducted in person. Of these 36 different organizations, 33 were

corporations coming from arange of industries as shown in Table 4.

Table 4 Industry Grouping of Participant Organizations

Industry # Organizations Text Citation
Construction 2 CN1-2
Media 1 MD1
Sporting 1 SP(P)1
Telecommunications 1 TC1
Tourism (Case Company) 1 TR1
Public Services 3 PS1-3
Management Consulting 4 CN1-4
Manufacturing 4 MF1-4
Retail 8 RT1-8
Natural Resources 8 NR1-8
Other (NGO, academia, multistakehol der) 3 NG/ MS1-2
Total 36

The mgjority of individualsin this stage of interviewing were born and working within
the UK, so the sample is more representative of a UK home country perspective.
However, there were a number of individuals who were either not from a UK background

and/ or were working in a country different to that from where they were born. Table 5
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illustrates the variety and frequency of national cultural influenceslikely to affect the

perspectives of al interview participants.

Table 5 Breakdown of Different National Influences on Participants

Nationality of Birth Current Country (Living Organizational # of Participants
and Working Country of Origin

UK UK UK 23
Canada Canada Canada 5
us UK UK 4
Australia UK UK 2
Netherlands Netherlands Netherlands 2
Russia us us 1
Pakistan UK UK 1
Canada Canada us 1
Venezuela Canada Venezuela 1
Mexico Canada Canada 1
UK UK Australia 1

Total 421

During one of these interviews, it became apparent that there was an opportunity for more

in-depth work with them. As such | negotiated and was granted access for case research.

Using the more detailed, idealized, public understanding of what corporations do to

develop and implement CSR strategy within their organizations based on the interview

research, the emphasis shifted to examine the same phenomenon (how CSR is devel oped

and implemented) from inside atypical organization (Miles and Huberman 1994).

3.4.4. Inquiry from Inside — Participant-as-Observer Case Study

Mintzberg (1979) states that ‘while systematic data create the foundation for our theories,
it isthe anecdotal datathat enable usto do the building. Theory building seemsto require
rich description, the richness that comes from anecdote’ (p.587). It is this guidance that

leads to the second part of the multi-method study.

1 Although 40 interviews were conducted, two of the interviews involved two people.
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The case study methodology is appropriate as the other key set of techniques in this multi-
method interpretive study for five reasons. one, case study is appropriate when conducting
exploratory, complex or contextualized research (Robson 1993, Yin 2003, Scholz &
Tietje 2002); two, it can be used when the researcher is trying to understand the “how”
and “why” questions of a phenomenon (Yin 2003); three, it allows for the retention of
context and complexity in describing a phenomenon and for an investigation of the impact
these contextual factors have on the social processes (Yin 2003, Hartley 2004); four, it
can be used to generate theory through exploring new or emerging processes or
behaviours (Eisenhardt 1989, Hartley 2004); and five, it isuseful in research that aimsto

also provide practitioners with tools (Gummesson 2000).

The use of multiple methods within a case study is critical regardless of whether you view
a case study as something that builds testable, verifiable hypotheses (Yin 1984,
Eisenhardt 1989, Scholz & Tietje 2002) or whether it provides in-depth, rich descriptions
of a particular phenomenon in a particular setting (Van Maanen 1988). The use of
multiple methods within a case provides for interna validity, construct validity, stronger
evidence of the relationship between theory and data, and the ability to build theory and
thus generalize findings to awider group (Eisenhardt 1989). Methods typically used in
case study methodology include observation, interviews, document analysis,
guestionnaires, experiments and surveys (Scholz & Tietje 2002, Eisenhardt 1989), and
may be either qualitative or quantitative in nature, depending on the particular context.
Three methods were applied within the case (observation, interview, and document

anaysis).
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The case is both descriptive and explanatory (Yin 1994) in that it attempts to describe the
every day occurrences and attitudes surrounding CSR development and implementation in
an effort to explain how this macro-process is ‘managed’ on adaily basis and the

contextual factors that influence how it operates.

3.4.5. Case Selection

This caseisinteresting for anumber of reasons. Thefirst isthat the corporation isin the
early stages of CSR development and implementation. Therefore, this case provides an
opportunity to look at the early developmental side of CSR engagement and how the
corporation understands and forms its response to CSR. Secondly, this corporation
operates in over 40 countries worldwide and therefore is an example of how MNCs
develop and implement their CSR strategies within the context of a global operating
environment. Thirdly, the concept of CSR is not taken for granted within the corporation,
with some members of management in support of increasing commitments to CSR and
others either uninterested or suspicious of it. Fourthly, and most importantly, the
company, its employees and the industry are al unremarkable or typical in nature

regarding their work on CSR (Miles and Huberman 1994).

This company operates in the global tourism industry, which is unremarkable when it
comes to CSR development and implementation. As an industry they have begun to talk
about CSR and put into place some early initiatives, but they are not world leaders (e.g.
compared to mining or oil and gas industries), nor are they lagging behind (e.g. compared
to insurance or electrical component industries). Until around 2004, the industry was
relatively free of external pressure and is currently learning how to respond to its early

critics.
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This company is indistinguishable from its competition. For instance they offer similar,
and in many cases exactly the same, products and prices as their competition due to such
things as volume bed purchasing at hotels where multiple vendors have contracts,
targeting the same locations around the world for holiday destinations, targeting and
advertising to the same market segment in the UK, and employees who regularly move
between this company and their competitors, themselves indicating little difference
between organizations. The case company isin somewhat early stages of CSR
development and implementation. It is not aleader or innovator in itsfield or in CSR, nor
doesit lag far behind the industry leader. The staff involved in CSR devel opment and
implementation are not specialists in the field, nor does their knowledge lag behind the
average individual working in any management position in an average company. Thus,

this case is unremarkable in every sense.

This case has the potentia to be both theoretically and empirically rich (Gerson and
Horowitz 2002) in its descriptions and understanding of unremarkable or typical aspects
of the development and implementation of CSR strategy, and thus to generate rich theory

of what, how and why.

3.4.6. Data Collection Strategy

Over 100 hours of direct observation and 12 formal, semi-structured interviews (resulting
in 11.5 hours of interview time ranging from 27 to 75 minutes in length) have been

conducted with senior managers. Four focus groups were also run with 17 mid and junior
level managers resulting in an additional six hours of contact time. A range of documents

has also been accessed in order to understand the formal position of the company on
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pertinent issues and includes documents like annual reports, policy statements on such

things as CSR and human resources, training programs etc.

The outcomes of the case study from both an academic and practitioner standpoint were
negotiated at the outset of the project so that each party was aware of the others objectives
and helped to facilitate their completion. Earlier visits comprised conducting initia
interviews with senior managers and other staff to assess the current state of CSR within
the organization, reviewing documents, and observing behaviour in both formal settings

(e.g. meetings) and information settings (e.g. lunch break).

3.4.7. My Rolewithin the Case

Figure 6 illustrates that within a case study and other types of ethnographic work, the
researcher plays arole ranging from complete participant to complete observer (e.g.
Bruyn 1966, Nason and Golding 1998, Vinten 1994, Saunders et al 2007), where every

researcher plays both roles to some degreein all research situations (Bruyn 1966).
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Figure 6 Participant-Observer Continuum
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Complete
Participant

‘In this role, the
observer’s activities
are as such
concealed. The field
worker is or
becomes a
complete member
of an in-group, thus
sharing secret
information guarded
from outsiders’

Participant
as
Observer

‘In this role, the field
worker’s observer
activities are not
wholly concealed, but
are “kept under
wraps” as it were, or
subordinated to
activities as
participant, activities
which give the people
in the situation their
main bases for
evaluating the
fieldworker in his

g

Observer
as
Participant

‘This is the role in
which the observer’s
activities as such are
made publicly aware
at the outset, are
more or less publicly
sponsored by the
people in the
situation studied, and
are intentionally not
“kept under wraps”’

/

’ Participant Observer ‘

Complete
Observer

‘This describes a
range of roles in
which, at one
extreme, the
observer hides
behind a one-way
mirror, perhaps
equipped with sound
film facilities, and at
the other extreme,
his activities are
completely publicin a
special kind of
theoretical group
where there are, by
consensus, “no
secrets” and “nothing
sacred”’

Source: Junker (1960) in Bruyn (1966)

Based on the progress the case company had made with regard to their CSR engagement,

their desire to move forward, and my desire to investigate these processes from inside the

organization, we agreed it was most appropriate for me to work with them in the capacity

of observer-as-participant. | was to help provide the case company with some technical

expertise on how to improve their CSR practices (e.g. examples of best practice reporting

and guides on how to report non-financial information), while at the same time observing

and discussing how they have worked to develop and implement their evolving CSR

strategy. We had agreed that | would act as an outside expert, and management was made

aware of my presence both as a consultant and researcher. Therefore, according to Bruyn

(1966), this case classes as a participant observation case.
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A participant observation case ‘ alows the field worker to use the culture of the setting
(the socially acquired and shared knowledge available to the participants or members of
the setting) to account for the observed patterns of human activity. In organizational
studies, the patterns of interest are typically the various forms in which people manage to
do things together in observable and repeated ways' (Van Maanen 1979b: 539).
Therefore, it alows the gathering of volumes of rich, first-hand behavioural information
on certain socia processes within a particular context (e.g. Baker 2001, Warwick 1973,
Tedlock 2000, Baker 20024). It involves becoming an in-group member of the group
under investigation, and thereby becoming immersed in events as they progress (Vinten
1994). Lastly, it helps the researcher to identify ‘ presentational’ data (in some cases
considering the distortions about how people report their own behaviour (Baker 2002a))
and ‘operationa’ data (Van Maanen 1979b), and thus is a good complement to the
interviews where social desirability bias was evident, and operational data difficult to

obtain.

Therole as ‘outside expert and researcher’ had both advantages and disadvantages such as
being given accessto talk to over half of the senior management team, or ask naive, basic
guestions (Gerson and Horowitz 2002) and yet being unable to talk to those at the very
highest levels of the organization, who the ‘ gatekeeper’ decided were too busy with more
important things than CSR, or to break certain rules such as have afriendly relationship
with both partiesin a conflict contrary to what Gerson and Horowitz (2002) suggested
was possible. Therefore, playing this ‘ outside expert/ researcher had a significant impact

on the data gathered (Berreman 1973).
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Itiscritical for the participant observer to try and create awell founded belief that s/he
can be trusted with confidential and highly persona information (Gerson and Horowitz
2002, Toren 1996, Berreman 1973), and to remember that there is some element of
exchange™ between her and the participants (Baker 2002a, Gerson and Horowitz 2002).
However, the problem in understanding how to conduct participant observation prior to
entry into the field iswell known. Thisis dueto little information being available on the
techniques people have used in the past, and the unpredictable nature of field research

(Berreman 1973, Toren 1996).

However, Toren (1996) suggests having four questions in mind:

1. what are people doing?

N

how do they come to be doing it?
3. what am | doing?

4. how did | cometo be doing it? (103)

Silverman (2000) suggests that the two issues that are critical in observation are what the

researcher can see and hear, and how she is behaving and being treated.

In conjunction with this, Selltiz et al (1959) suggest that there are five key elements to
observe in any socia situation:

1. participants

2. setting

3. purpose

4. social behaviour (what actually occurs)

2 An exchange can be anything from activities such as helping each other with tasks, to sharing opinions.
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5. freguency and duration (Selltiz et al 1959 in Baker 2002a: 172).

While these elements help the researcher to identify what information to collect,
Mintzberg (1979) and Van Maanen (1979b) stress the critical nature of pure, rich
description of attitudes and events and other sensual data such as smells etc. Van Maanen
(1979Db) also stresses the importance of recording whether the dataare a ‘first or second

»13

order concept’ ~°, whether the first order concept is presentational or operational data, and

whether and to what degree s/heis being misled with regard to operational data.

35.  Rdiability/ Validity

Reliability can be understood as the extent to which a measure can be generalized to other
measures. Validity can be understood as concerned with measuring that which is
intended. (Warwick 1973, Baker 20023, Silverman 2001 & 2000). Within qualitative
research, reliability isimproved by ensuring as systematic a recording of the events as
possible, as soon as possible after the event. Within observation, Spradley’s (1979 in
Silverman 2001) four types of notes ensure more accurate recording of events and
separation of these from the researchers own interpretations. In this way, field notes are

more systematic, and more accurate, improving both reliability and validity.

Within interviews, reliability isimproved by recording the interviews (e.g. digital
recorder), carefully transcribing interviews using accepted transcription protocols and

presenting long extracts of datain the write-up, which acts to give readers improved

3 First order concepts are what the informant thinks are going on in the setting. Second order concepts are
what the researcher thinksis going on in the setting (Van Maanen 1979b: 540)

Krista Bondy Chapter 3 — Research Philosophy and Methods 106



access to raw data (Silverman 2001). Each of which have been employed in this research

with the exception of transcripts not possible for observations within the case.

Validity can be improved within qualitative methods by accurate recording of the events,
the use of multiple methods and through a systematic analysis of the resulting data
(Silverman 2001, Warwick 1973). Of the 40 interviews conducted, 36 were digitally
recorded in full, and one interview was recorded half by adigital recorder and half by
notes due to atechnical problem. The three interviews that were not digitally recorded
resulted from the participant’ s reluctance to speak while being recorded in that way. As
such, no recording device was used other than notes. Within the case, al 11 interviews
with 12 senior managers and four focus groups were recorded with adigital recorder.
Three meetings within the case were a so recorded with adigital recorder, thus recording
as much as possible through both digital recordings and with a combination of notes

(Silverman 2000) as seen in the following section.

3.5.1. Note Taking and Data M anagement

Most texts emphasi ze the importance of detailed notes (e.g. Baker 20023, Toren 1996,
Mintzberg 1979, Van Maanen 1979b,) as they improve both the ability to observe what is
going on around the researcher, to improve reliability/validity, and most importantly,
form acritical part of the interpretive process (Van Maanen 1979b). However, thereis
usually atrade-off between ‘obsessive’ note taking (Toren 1996) and participating in the
activities of the organization. Based on this trade off, and on the fact that description is
the ‘fundamental act of data collection’ (Van Maanen 1979a: 520, Mintzberg 1979),
copious notes were taken according to the guidelines provided by Spradley (1979). He

illustrates four types of notes in order to ensure more accurate recording of events and

Krista Bondy Chapter 3 — Research Philosophy and Methods 107



separation of these from the researchers own interpretations. He suggests creating four

types of notes. short notes made at the time, expanded notes as soon as possible after the

field session, research diary with problems and ideas coming out of fieldwork, and lastly,

a separate journal with running record of analysis and interpretation (in Silverman 2001

p.227). In order to achieve this level of note-taking, several strategies were employed as

indicated in Table 6. These notes formed the basis upon which further interpretation and

analysis occurred. As such it was important to properly organize and manage the data for

easy retrieval.

Table 6 Use of Spradley (1979) Note-taking Guidelinesin this Research

Note-taking
Guidelines

Note-taking strategies - Case

Note-taking strategies - I nterviews

Short notes at time

WN -

. Offer to be note taker in meetings
. Take notes (and digitally record) interviews
. Offer to write up notes of meetings for

others (to encourage feedback on description
of events)

. Take ‘bathroom breaks' to record and think

over significant events

. Write notes while informants believe | am

working on something else

6. Notestaken during interview on
points of interest or areas to refer
back to at later points within
interview

Expanded notes as
soon as possible
after the field
session

. While walking back to hotel room at the end

of the day, record description of events for
the day

. At the end of the field week, record

descriptions of events asthey emerged or
changed over the week

9. Notes taken immediately after
interview describing observations
such as what happened in the
reception area while waiting for
the interview and my impressions
of the respondent and the
interview process

Research diary
with problems and
ideas coming out

10

. While walking back to hotel room at end of

the day, also recorded my initial
impressions and interpretation as separate

13. Ongoing list of interesting and
significant themes coming out of
interviews, to be brought up in

of fieldwork from the descriptions successive interviews if
11. Attheend of the field week, also recorded appropriate in the context of
my impressions of the week and my discussions
interpretation of event, as separate from the | 14. Reflections based on individual
descriptions interviews and on the process as
12. ldeas and issues resulting from reflection awhole once al interviews
and changing perspective of events over conducted
the course of field work
Separate journal 15. Separate journal/ sheets/ scraps of paper 17. Similar to case
with record of with ideas and issues as they occur
analysisand 16. Separate written pieces based on analysis
interpretation and interpretation that help form further

analysis and interpretation (Van Maanen
1995)
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According to Miles and Huberman (1998), due to the volumes of data collected through
gualitative methods, it isimportant to have a plan upfront for the types of datato be
stored, and therefore how to retrieve them. This helps to ensure the researcher knows
‘what data [are] available, for permitting easy, flexible, reliable use of data...and for
documenting the anal yses made so that the study can, in principle, be verified or
replicated’ (p.183). Therefore, they provide a checklist for researchers to help ensure good
data management techniques are being used. Their table has been replicated in Table 7

and has been used in this research to ensure proper data management.

Table 7 Data M anagement Checklist Taken from Miles and Huber man (1998)

What to Stor e, Retrieve From, and Retain

1. Raw material: field notes, tapes, site documents.

2. Partially processed data: write-ups, transcriptions. Ideally, these should appear in their initial
version and in subsequent corrected, ‘cleaned’, ‘ commented-pm’ versions. Write-ups may profitably
include marginal or reflective remarks made by the researcher during or after data collection.

Coded data: write-ups with specific codes attached.

3.

4, The coding scheme or thesaurus, in its successive iterations.

5 Memos or other analytic material: the researcher’ s reflections on the conceptual meaning of the
data.

6. Search and retrieval records: information showing which coded chunks or data segments the
researcher looked for during an analysis, and the retrieved material; records of links made among
segments.

7. Data displays: matrices, charts, or networks used to display retrieved information in a more
compressed, organized form, along with the associated analytical text. Typically, there are several
revised versions of these.

8. Analysis episodes: documentation of what the researcher did, step by step, to assemble the displays
and write the analytical text.
9. Report text: successive drafts of what is written on the design, methods and findings of the study.

10. General chronological log or documentation of data collection and analysis work.

11. Index of all the above material.

3.5.2. Problem of Social Desirability Bias

One of the more obvious problems with validity in the field of ethicsis social desirability
bias (Weaver et al 1999), asindividuals feel the need to demonstrate themselves as ethical
both within their personal and professional lives. Thisiswhere some of the distortion of

the interviews comes in and one of the areas that participant observation may be able to
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address within the research. However, within the context of the interviews, it is possible
to reduce the potential for social desirability bias by stressing with the participants that the
purpose of interviews is not to generate company-specific data, but to focus on learning
how companiesin general adjusted their ethics programs under different circumstances

(Weaver et a 1999).

As this research was certain to face the same concerns with socia desirability bias, each
participant was not only guaranteed confidentiality for both themselves and their
corporation, but also assured them that the purpose of the research was to understand
whether it was possible to identify trends in why, what and how large MNCs were
engaging in CSR. Although this did seem to reassure individual participants, it is certain
there were still elements of socia desirability bias impacting the responses given in the

interviews.

The use of multiple methods (observation, interview and document analysisin the
interview research and document analysis and interviews in the interview research),
systematic notes, recording devices, accepted transcription techniques, instructions given
to both interview and participant observation respondents regarding the purpose of
research and the confidentiality for both them and the corporation, and a systematic
analysis of data have each been used to improve both the reliability and validity of data
and therefore of theory emerging from this research. The other aspect of good validity in a

‘qualitative’ study is systematic analysis.
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3.6. Analysis

Analysisis aprocess by which raw datais broken down, re-organized and categorized,
and interpretation relies on the insight and imagination of the researcher in identifying
what this re-organization and re-constitution means (Langley 1999, Spiggle 1994,
Mintzberg 1979). Within interpretive research, the process of developing/ building on
good theory istypicaly based on the iterative process of moving back and forth from data
to theoretical concepts (e.g. Langely 1999, Gerson and Horowitz 2002, Silverman 2001),

which is further shaped through the writing process (Van Maanen 1995).

In essence, many data analysis approaches require starting analysis with a small portion of
the data, generating an initial set of categories, and actively looking to both refute and
explain all data within the emerging theory (e.g. Gerson and Horowitz 2002, Silverman
2000 & 2001, Strauss and Corbin 1998, Langley 1999, Miles and Huberman 1998). This
is also the basis for the constant comparative approach, where analysis starts with a small
portion of data, and the researcher moves back and forth between the data and the
theoretical concepts until al data, including deviant cases, have been explained (e.g.
Silverman 2001, Glaser and Strauss 1967). This process of analysisis appropriate both for
interview and case study methods, because with both methods, data analysis and data
gathering are intertwined (Gerson and Horowitz 2002), requiring a movement back and

forth from data to analysis until al data have been explained in the emerging theory.

The constant comparative method is embedded within Spiggle’ s (1994) description of the
‘data manipulation operations’ used to analyse qualitative data focused on creating
emergent theory (493). Spiggle’ s (1994) set of operations is a synthesis of a number of

approaches in qualitative data analysis and therefore is a more holistic and compl ete set of
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techniques used to generate emerging theory from volumes of qualitative data. She
identifies seven different operations that are ‘ neither discrete nor occur in an ordered,
sequential fashion’ (493). These operations are categorisation, abstraction, comparison,

dimensionalization, integration, iteration and refutation.

Clearly, thisis an idealized process of data analysis and ignores the complexity and
messiness of analysisin practice. The case study data and interview data were analysed
separately because they provide different perspectives on the research objective. The
interviews provide the formal, idealized, ‘ presentational’ data that resulted in relatively
thick accounts of the positive aspects and ‘ cleaned-up’ version of CSR development and
implementation within their organizations. This data set helps to identify patterns of
behaviour surrounding the research objective at the organizational level, and of structure
and process. The case study data provides arich description of how CSR devel opment
and implementation occurred on adaily basis, according to the individuals both involved
in the process, and witnessing the process from alessinvolved position. Thus it provides
rich data on the day-to-day factors influencing how the structures and processes are
identified, developed and implemented and hel ps to provide some information on why for
instance the * standardized practices’ in use within the organization are shaped the way
they are, and thus why the institution of CSR is shaped the way it is. It therefore helps to
investigate the research objective at the level of both the individual (by observing
individual actions) and organizational level (by observing interactions between groups,

and how individuals present their interpretations of organizations).
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Using an example from the interview research data set, the following sectionsillustrate
how themes were taken from first being recognised, to becoming a part of the overall

research results and roughly how it relates to Spiggle's (1994) framework.

3.6.1. Example of Analysis—Interview Research

An Excel spreadsheet was set up with four worksheets, one for each of the topics
(motivations, implementation techniques, cultural influences and stakeholder feedback)
and the transcripts were broken into three groups, to be analysed in three separate cohorts.
Each transcript was read and al themes were taken from the transcripts, whether
considered significant or not. These themes were labelled according to the language used
by the participant (Manwar et al 1994) and the talk related to this theme was pasted into
the spreadsheet, along with the interview code, nationality of the participant, what country
s/he worked in, where the company was headquartered and the participant’ stitle. The
theme names and where they were located in the spreadsheet were written on the side of
the transcript to provide arecord of the progression of themes and their analysis. Every
time a transcript mentioned a similar theme, it was recorded in the same way directly
under where the previous text had been pasted, and the label was adjusted (if necessary)
to reflect all thematically similar sections of talk. This‘categorization’ of data (Spiggle
1994) continued through all three cohorts of data (each cohort represented by a different
colour, again so that the progression of analysis could be tracked backward), and the
themes were incorporated into an ever larger, more abstract grouping of ideas under a

single theme (thus ‘abstraction’) asillustrated in Figure 7.
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Figure 7 Section of Interview Data Analysisfor Theme'Define Key Areas of CSR Involvement'

Define Key Areas of CSR Involvement

Simple PS2 UK UK UK  Director CSR

Define Key Areas of
CSR Involvement

5

SB: and define our key targets and uhm uh definitions for some of the areasthat
underpinned them

SB: uhm so all of that sort of drew together (06:00) into an overall CSR work plan
KB: uh hum

SB: uh and avery simply defined CSR strategy

RT4 UK UK UK  Director of
Social
Responsibility

9

RB: What we didn't have at that time was a definitive policy, which which actually uhm
identified, where we were going in each of those areas. And what it was what our
stakeholders did tell usisthat it was a bit fuzzy. They weren't clear so, you know if it wasa
bottom level, what is is managing the risks, so what was managing the issue, and what was
opportunity and where did they fit in and where it was just it was just alittle bit unclear.
The issues are the same and (21:00) they they don't, they haven't necessarily change. So
what what we did was take a step back and sort of say okay if that is let's let's really clarify
that, let's say, every operating company will take minimum action, our target isto go
towards the policy, this is the policy, very clear you know thisiswhat [RT4] believesin,
and then beyond that is leadership. And so it really took what we had looked at it and
reworked it, refined it.

KB: right

RB: simplified it to a certain extent, and then put some real measurable against it because
that was the other thing was we were asked was well it's great to have all these things, but
you know, show us show some targets and our stakeholders were saying you know one. we
want to see some real key indicators, we want you to publish those, we want you to set
some targets around those, and we want you to verify those and sort of none of that wasin
place at that time. So that's what we really were trying, but keeping the 12 issues very sort
of similar.

Corporate
Social
Responsibility
Manager

Easy to understand RTL UK UK UK

o-
10

RE: right, those 21 things were chosen because they deemed to be important elements of the
CSR agenda for [RT1]

KB: OK

RE: | think that that that if you look at lots of the CSR formats that have been developed

Text surrounding the themes was compared to characterize the theme based on its context.

The ‘charting’ technique (Ritchie and Spencer 2002) was also used. Each central theme

was put as the heading for its own chart, with the different sub themes (determined from

the data) listed across the top of the chart. The different participants who have made

reference to this theme were listed along the side, and the appropriate matrix cells

populated with a summary of the text. The relationship between the pieces of text can be

easily seen allowing for the characterization of that theme, typically along a continuum

that describes the characteristics indicated by participants. For instance, if the text

indicated that some participants talked positively about the theme and others talked

negatively about the theme (i.e. including stakeholders in the development of a draft

code), this would be highlighted by the charting technique and helped to characterize both

ends of the continuum suggested by Figure 8.
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Figure 8 Example of Charting Techniquefor Data Analysis

Chart 2: Development of Draft Code/ Strategy

Participant

Written internally by
senior management

Written with
participation of head
office employees

Written with
participation of world
wide employees

Written with stakeholder input

NR4

we started working with
senior leaders ... we had
top senior management
support from [CEO] and
his senior team and uh we
spoke to management
teams, we spoke to
regional leadership teams

NR6

it was important really |
guess to put down on paper
what we stood for and what
our principles and values
and supporting beliefs were
and uh get agreement for
that so that was devel oped,
was brought up through the
Senior Exec’s and the uh uh
the Board of Directors and
health and safety committee
for endorsements

MF1

we then had a group
which we asked to write
the code ... we wanted
line managers who were
seen as being credible

PS3

the way we approached it was to
engage in quite alot of stakeholder
engagement so weinvolved all of our
employees at thetime ... and we also
conducted research with customersin
the US, and then from the US and the
UK point of view government officials,
NGOs, lead investors, institutional
investors, individual retail investors,
some shareholders, the media, uhm
whole raft of people something like
4000 people were involved in the
process

This technique was useful in ensuring that al ‘outlier’ or conflicting evidence was

adequately captured. Thus, thematic analysis and the use of the charting technique for

central themes were used to conduct the comparison, dimentionalization and integration

of data. Iteration and refutation were part of the ongoing process of moving through the

different stages of data anaysis and in following the constant comparison method. Every

word captured on transcripts, and every theme captured in notes (along with direct quotes

and close paraphrasing noted during case study research) went through this process to

ensure that all datawas adequately captured, and that resulting conclusions represent the

full story presented by research participants.
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3.7.

Meeting the ‘Criteria’ for Good I nterpretive Research

To ensure this study is both methodologically appropriate, sound and rigorous, the

researcher applied the seven elements Mintzberg (1979) used in his research on

organizational strategy.

Table 8 Application of Mintzberg's (1979) Seven Elements of 'Direct’ Research

Seven Elements

Application in Current Resear ch

1. The research has been as purely
descriptive as we have been able
to makeit

All data gathering began without a preconception of what wasto be
found, and was gathered and recorded in as much detail as possible
given the situation. Events were described as quickly as possible with
every attempt to distinguish between my perceptions of the event, and
the participant’ s perception of the event.

2. Theresearch hasrelied on
simple—in asense, inelegant —
methodologies

Although multiple methods were used, they were simply asking
people to describe a phenomenon, and watching them act and make
sense of the phenomenon — interviews and case study.

3. The research has been as purely
inductive as possible

| went into the field with preunderstandings about CSR and about
business but knew very little about how implementation worksin
practice. No hypotheses, propositions, a priori constructs were
developed prior to data gathering.

I made the following assumptions prior to data gathering:
e Thetopicisinteresting to more people than myself and thus
they would find research on it useful
e |tiscurrently aproblem many corporations are facing
e | am studying a process
e  Culture might influence this process so it will be interesting
to ask about culture
Both the ‘ detective work’ of tracking down patterns, and the ‘creative
leap’ in generalizing for theory building were used.

4. The research has, nevertheless,
been systematic in nature

Each interview participant was sent the same invitation letter, and the
interviews were each started with the same preamble and ended in
similar fashion. Semi-structured interviews guides were used to form a
foundation for comparison between participants and the analysis
structure suggested by Spiggle (1994) has been used. Copious notes of
different types were taken on observations within interviews and the
case. Within the case, every effort was taken to check informants
perception of events, record similar groups of information including
the setting, the mood between participants, organizational context
(recent organizational events), level in organizational hierarchy,
informal relationships between informants, content of conversations,
nature in which that content was discussed. Case notes were analysed
using the structure suggested by Spiggle (1994).

5. The research has measured in
real organizational terms

Both data sets required interaction and observation of organizational
members engaged in the process of CSR strategy development and
implementation.

6. Theresearch, initsintensive
nature, has ensured that systematic
data are supported by anecdotal
data

The case data provide anecdotal information to support and explain
the process under investigation. The Standardized Practices (Chapter 4
and the strategic responses (Chapter 6) reflect ‘ideal’ types.

7. The research has sought to

Thisresearch is data rich and attempts to both capture the complexity
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Seven Elements Application in Current Resear ch

synthesize, to integrate diverse of the phenomenon, but also to synthesize in ways appropriate for
elementsinto configurations of both academics and practitioners.
ideal or pure types

3.8. Conclusion

In providing a detailed discussion of the research philosophy, methods and analysis
techniques employed in this research, this chapter highlights six key points:
1. Theinterpretive paradigm is consistent with the concept of ‘institution’,
2. Exploratory, inductive research is appropriate for investigating development and
implementation of CSR strategy,
3. A multi-method study allows for investigation of the research objective by
gathering both presentational and operational data (Van Maanen 1979),
4. Activitiesto ensurereliability and validity of data are consistent with expectations
for ‘qualitative’ research,
5. Analysis of both data sets is consistent with the constant comparative approach,
allowing capture of all data, and

6. This study meets Mintzberg's (1979) seven elements of ‘direct’ research.

First, this multi-method study, underpinned by the interpretive paradigm is consistent
with an interest in investigating institutions and agency. The interpretive approach
suggests that reality is subjective and that it is possible to see patternsin social action.
New institutional theory suggests that institutions develop as a result of entrenched
patterns of socia action that become taken-for-granted, and agency looks at how
individual actors affect these sometimes taken-for-granted patterns of social action.
Therefore, an interpretive approach is consistent with the literature that describes

institutions as subjective constructions that over time become entrenched, stable patterns
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of social action, which exist beyond the relationships that created them but are largely
affected by them. The interpretive paradigm is aso consistent with investigating these
larger patterns of socia action at the level of the individual, where the interplay between
theindividual and larger social structures significantly influences both (Burrell and

Morgan 1979).

Second, the review of literature conducted in the last chapter illustrates the
underdevelopment of literature in a number of areas around the research objective and the
lack of empirical research to support existing theory around CSR implementation.
Therefore, exploratory, inductive research is most appropriate to investigate these systems
and processes involved in developing and implementing CSR strategy in a transboundary

environment.

Third, the multi-method interpretive study, comprised of 40 semi-structured qualitative
interviews and a single case study, provides two distinct but combinable data sets,
allowing investigation of the research objective from two distinct perspectives. The
interview data set provides more formal, publicly appropriate information on the ‘ current
or best practice’ structures, processes and activities existing for CSR at the time of
interview. It therefore primarily answers the *what’ question. The case data (which
includes interviews conducted with case participants) provides more informal information
on such things as attitudes, conflicts and how actors influence the processes described by
the interview data set. Thus, the second data set — the case study research — primarily

answersthe ‘why’ question.

Krista Bondy Chapter 3 — Research Philosophy and Methods 118



Fourth, to ensure reliability and validity of the research, multiple methods were used, all
interviews (from both interview research and case study research) were digitally recorded
where possible, allowing for the creation of accurate transcripts and included field notes
based on non-verbal cues presented at the time of the interview. Also copious notes were
taken at different stages of the research (e.g. during meetings at case company) and to
record different elements of the research process (e.g. research diary) as suggested by
Spradley (1979 in Silverman 2001) and Miles and Huberman (1998). Social desirability

bias was a so noted and steps taken to minimizeit.

Fifth, the analysis techniques used for both data sets were consistent with the constant
comparative technique (e.g. Spiggle 1994, Silverman 2001, Strauss and Corbin 1998),
where a small proportion of the data was used to general theinitial categories, and
remaining data was added in two successive groups to actively refute and explain all
categories and data. Both data sets were analysed independently due to the different
perspective represented in each, but where themes in each data set were cross referenced
to identify links between the two data sets. All data was coded and used to inform the

conclusions, and thus to help build theory around CSR and the research objective.

Sixth, this study meetsthe ‘criteria’ of good research: it is descriptive (see Chapters 4 and
5in particular), uses ssmple methodologies (interviews and case study), has been as
inductive as possible (use of four topicsin interviews and no agenda other than
investigating the research objective in case study), has been systematic (same process and
topics used in interviews, recording of similar elements where possible within the case),
measured in real organizationa terms (both data sets grounded in practice), systematic

data supported by anecdotal data (primarily provided by case study and informal chats
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with interviewees prior/post interview), and integrate diverse elementsinto ideal or pure

types (standardized practices — Chapter 4, strategic responses — Chapter 6).

Therefore the multi-method interpretive study provides the opportunity to investigate the
research objective from both a presentational and operational perspective, generating a
more holistic understanding of the formal structures and processes, but also the informal
influence of actors on these structures and processes of how MNCs develop and
implement CSR strategy across national borders. The next chapter focuses specifically on
the interview research conducted in the multi-method study that illustrates arelatively
stable set of practices around CSR at the MNC level, thus providing evidence to suggest
the existence of the institution of CSR, the particular ‘ pattern of social action’ of interest

in this research.
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4. Sandardized Practices of CSR

4.1. Purpose and Aims

The previous chapter indicated how interview and case data were collected and analyzed
S0 as to investigate the research objective —to investigate, in detail, the existence of and
key characteristics outlining an ingtitution of CSR through an investigation of how itis
developed and implemented by companies. This chapter isthefirst of those discussing
the findings from research, and focuses primarily on the data gathered from interview
research. It describes how MNCs in the sample develop and implement CSR strategies
within their organizations. It is thus presented as a set of Standardized Practices which in
effect highlight the sameness of approach to the systems, processes and activities
associated with CSR at the MNC level. This set of practices describes a phased approach,
built from three parallel processes (substantive process, process management/ governance,
and diffusion and integration process) similar to that described by Rijnders and Boer
(2004) in Chapter 2. The substantive process illustrates the activities and decisions related
to CSR; process management/ governance describes the changes necessary within the
organization to activate the substantive process; and the diffusion and integration process
describes how actors are creating and transferring the practice of CSR within and outside
the organization. The context that influences this process and the institution of CSR more

broadly is found in Chapter 5.

While many of these practices are held in common between the different MNCs in the
sample, areas of difference or debate in the systems are also described. These are further

described in Chapter 6 where the key difference in the Standardized Practices are
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investigated with data from both the interview research and the case study research to

support the findings.

This chapter therefore contributes to the overall research findings by providing empirical
evidence that a set of standardized practices exists around CSR. The fact of this
standardization is evidence of stability in norms and activities around CSR and thus an
institution of CSR. This chapter has four ams:

1. Tointroduce and describe how the Standardized Practices were created,

2. To provide adetailed description of all systems, processes and activities
mentioned by interview research participants, organized into an ‘ideal’ form
(Mintzberg 1979),

3. To highlight one of the key applied research outputs, and

4. Toillustrate that the Standardized Practices provide empirical support for an

institution of CSR.

4.2. Creating the Standardized Practices

This set of practicesis an aggregate based primarily on interview research. It details all
activities, decisions, sub-processes, systems, and timing of these activities etc. mentioned
by participants during the interview. Due to the semi-structured interview approach,
interviewees were free to present specific issues they deemed significant either to
themselves, the company, to present publicly or to present to the researcher as someone
interested in these issues. Thus the prevalence of any particular activity (indicated by the
number of interview codes behind the theme) represents the importance of those issuesto

the interviewees at the time of interview and given our interaction.
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In every case, the activity isin use by at least one MNC within the sample. In some cases
interviewees indicated their organization should be pursuing a particular activity and this
was added to the Standardized Practices. There were no cases of interviewees mentioning
their organization should be involved in a particul ar activity where it was not already
ongoing in another. Thus, the set of practices represents current practice, but the
involvement in these activities are expected to increase given that some interviewees
indicated they were trying to move their organization into the particular activity (i.e.
collaborative industry initiatives). In some cases there are activities with only one
interviewee code. In these cases, the activity was an important part of the overall
development and implementation activities of that organization. Most interviewees
described arange of activities occurring within their organization around CSR
development and implementation but the constraints of the interview did not allow them
to exhaustively describe their efforts. Also, athough all activities were mentioned by
interviewees, in some cases the timing was left ambiguous, requiring a‘ creative leap’
(Mintzberg 1979) to organize the datainto aform useful for academic description and

practitioner use.

4.2.1. Creative Leap

Mintzberg's (1979) ‘creative leap’ alows researchersto abstract from their datato create
pure and/ or ideal forms. There are two steps. the first is the * detective work’ step where
research is conducted as inductively and descriptively as possible, followed by the
‘credtive leap’ step where the researcher breaks away from their data to describe
something new. This helpsto provide not ‘true and false theories so much as ... more or
less useful theories' (p.584). There are many creative leapsin this research, the timing and

presentation of the Standardized Practicesis thefirst, designed to aid academic
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understanding of CSR implementation and in practitioner usefulness, and isasmall leap
from the data. Thisleap is around the timing of activities in the Standardized Practices,
where the timing isinformed by the broader context of the interviews and in a structure
that facilitates clear understanding for the reader of the themes expressed in the interview
research. The following example illustrates why it is essential to describe current practice

in an ordered form represented in Figure 9.

It isworth noting here that the Standardized Practices are the culmination of action
around the development and implementation of CSR strategy, and not simply the result of
formal strategy. Therefore, they represent an aggregate of both formal and emerging
strategy around CSR issues within the sample MNCs, based on the experience of

interviewees as key participants in this macro-process.

4.2.1.1. Empirical Example of Problemsin Presenting | mplementation in Practice
Company NR2 became engaged in CSR as aresult of intense negative external
stakeholder pressure. It responded first by creating apolicy for its global operationsin-
house, prior to conducting any research on CSR, prior to engagement with its stakeholders
and prior to devel oping any competencies in-house. The resulting five principle CSR
statement, with vague wording and lack of measures created an uproar and the impression
to external groups that the company was trying to ‘ green wash’. The company was,
however, engaging in anumber of CSR related activities such as pollution prevention and
global rollout of strict health and safety measures, none of which were reflected in their
CSR statement, and the activities found in the statement had yet to receive the attention
external stakeholders were expecting. The company was threatened with expulsion from

one of the major world stock exchanges, and as such, decided to invite stakeholders for
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consultation as afirst step in the revision of their CSR statement. The next iteration of the
CSR statement included the results of their industry research, stakeholder diaogue,
conversations with government and other CSR related activities. It was supported by the
initial stages of governance systems to ensure more effective implementation of their
much expanded CSR statement, and early performance information to signal action on

commitments.

Clearly NR2' s attempt to implement their CSR statement was chaotic and involved

considerable conflict.

4.3. Standardized Practices of CSR Strategy Development and
I mplementation

The Standardized Practices are comprised of six phases. 1. research; 2. strategy
development; 3. systems development; 4. rollout; 5. embedding, administration and
review; and 6. continual improvement. Within the substantive process, each phase has
clusters of activity that highlight the key decisions and actions within the phase. These are
represented by yellow boxes which denote decisions and actions that should be conducted
at roughly the same time and in no particular order of completion. There are two parall€el
processes, the first process management/ governance is comprised of arange of sub-
processes which are depicted as arrows in the middle third of the figures, and appear
roughly at the stage on the Standardized Practices in which their implementation becomes
important (see Figure 9 for asummary diagram). The second parallel process, diffusion
and integration, is comprised of lines along the bottom third of the figures that illustrate
the systems and activities used to create and transfer CSR practices within and outside the

organization.
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Beyond these more analytical levelsis adescriptive level detailing what the decisions,
activities and sub-processes mean in practice, or in other words the key issues involved

and how they are being conducted within sample MNCs.
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Figure 9 Overview Diagram of Standardized Practices
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4.3.1. Phasel - Research

Phase 1 isthe first of two planning phases, where the company scansits internal and
external environment for CSR current practice, performance and expectations (on CSR

more generally) both within the company and outside.

43.1.1. Cluster 1—Ildentify Form and Understanding of CSR
Thefirst cluster of activities focuses on identifying the possible form of CSR within the

business and how it is understood internally.

4.3.1.1.1. Determine CSR Motivators

When individuals within a company decide that CSR is important and must be
investigated, they are basing this decision on certain reasons/ motivations that shift and
change depending on the nature of those involved, the culture of the organization, the
pressures from inside and outside the organization either to become involved in CSR or
not, the industry etc. These motivations for CSR engagement also change as the
company’ s understanding and practice of CSR mature. Therefore, motives for CSR
engagement exist whether they are deliberate, formal and/ or deemed appropriate to
communicate more widely, or have emerged from the individuals involved in theinitial

stages of engagement and their wider justifications for the importance of CSR.

Interview research resulted in awide range of justifications for creating CSR strategies
that can be roughly grouped according to strictly business case reasons and mixed win-

Win reasons.
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Business Case:

e Improve profitability (PS2, NR1, CN2, RT1, PS3)

e People want to work for aresponsible company/ attract and retain talent (MF4,
NR2, MF3, NR4, MF2)

o Formalize values/ identity/ standards/ commitments (RT5, SP(P)1, RT3, NR6) and
make them visible (MF1)

e To create aconsistent global standard (PS1, MF1, NR5, MF2), exploreissues on a
global basis (NR4)

0 Wherethereis cultural agreement (‘local worldwide’) (PS1)

e Risk management tool (CN2, RT3, RT4, MF2)

e Reputation (CN2, RT3, NR3)

e Expectation in marketplace (CN2, RT3, MF2)

e Create common purpose or identity/ internal alignment (NR5, MF2, RT4)

e Consolidate values policies (MF3, NR4, MF1)

e |dentify gapsin business performance (CN2), revise processes (MF1), and drive
organizational change (NR4)

e Competitive advantage (PS1, CN2)

e Create license to operate (NR3, PS3)

e Counteract claimsin popular culture/ media (MF3, RT3)

e Responseto incident (RT5)

e Long-term survival of business (MF2)

e Business opportunities arising from CSR engagement (RT4)

e Leaderin CSR (PS1)

e Compliance (MF2)

e Create legitimate access to countries with problematic governments (NR6)
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e Performance on indexes (RT3)

e Expectation from shareholders (MF2)
e Influence public policy (RT4)

e Police the company (MF3)

e Guidefor behaviour (MD1)

Mixed Win-Win Reasons:
e Improve accountability (MF1, CN2, NR5), transparency (RT5)
e Respond to expectations/ create value for wide range of stakeholders (NR5, PS3,
CN2)
e Build/ maintain good relationship with key stakeholders (RT3, NR6)
e Makevauesexplicit (NR5, MD1)
e |dentify universal issuesfor globa business (RT4)
e Failure of governments requires need for business action (NR3)
e Anxiety over the consequences of continuing with business as is(SP(P)1)
e |dentify areas for improvement (CN2)
e Individual awareness of importance of CSR (RT?3)
e Champions (RT1)
e Create CSR strategy that speaks for al stakeholders (PS3)
e Motives shift depending on audience (RT1)
o Reflect best practice (NR2)
e Reflect commitmentsin 3 party codes (NR2)
e Act ascatalyst for development (NR6)

e Act aspart of commitment to CSR/ethics (CN2)
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In looking back to the literature in Chapter 2, one would expect to find motivations under
both the business case and the ethical categories. Thisis not the casein practice. In fact,
only one purely ethical reason was given by two participants — right thing to do (SP(P)1,
CNZ2), and avast range of motivations were given where both the company was expected
to benefit (from abusiness case perspective), and where there were benefits to other
parties. In some cases the benefits to others were ancillary benefits that the company took
advantage of (e.g. to improve their reputation) and in other cases the benefits to others
were intended. Asis clear from the two lists above, in practice, companies are motivated
either by how it benefits them, or some mix of how it benefits them and at the same time
benefiting other stakeholder groups. Thus, whether they are motivated by benefits for
themselves, or for benefits to themselves and stakeholder has a significant influence on
the nature of CSR within the organization and is one of the substantive areas of difference

discussed in Chapter 6.
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Figure 10 Standardized Practices— Phase 1
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43.1.1.2. Identify CSR Benefits, Identify Resour ce Implications, Identify L egal
Frame and Identify/ Clarify Corporate Values
In order to justify spend and required changes to the organization, companies identify the
potential benefits CSR will have on the organization (CN2, RT1), at least in the short-
term, and if possible into the medium and long-term. They commit resources (RT1)
appropriate to its size as an organization, issues according to industry (e.g. natural
resources companies have higher environmental protection expenditures than financial
industry, whereas the financial industry may have more expenditure in human resources
dueto vastly higher staffing levels), and maturity with regard to CSR. Companies with
little experience allocate a small budget that may include the salary for a middle manager
to investigate and plan early initiatives on CSR where quick wins are possible so asto
increase likely involvement and participation in future years. In year two or three,
companies with now slightly more experience with CSR may need to allocate more to
allow for the creation of systems, sub-processes and initiatives that are more specific,
detailed and further reaching. These are however thought to be offset by savings from
early initiatives. Companies in subsequent years tend to adjust their allocations to account

for both cost savings due to CSR initiatives and spend on continual improvement.

Companies adso investigate the legalities of their operations and CSR related issues (PS2,
NG(P)1, PS1, MF2, CN3) to ensure a solid understanding of the legal backing in both the
home country and in host countries of global operating locations. Thisinvolves both an
understanding of the formal rules (legislation, regulation, guidelines) but also the informal
practices dictating how these rules work on a day-to-day basis. These companies tend to
start with compliance and move forward from there, keeping government guidelinesin

mind such as the DEFRA environmental reporting guidelines. They may also work on
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identifying values of the organization and how CSR might fit within existing values or
may be added to complement existing values (SP(P)1, MF1, PS3, MF2, TC1, MF4, PS2).
Thisinvolves creating a better understanding of how the organization defines CSR and a
clear direction for the business which includes operating based on CSR principles. For
more mature companies, these activities tend to be reviewed only as part of the regular

review in phases 5 and 6.

4.3.1.2. Cluster 2—Ildentify Current Activities that can be Labeled CSR and Relative
Performance

Cluster two focuses on a better understanding of current activities, their impacts on

stakeholder groups, associated risks for the organization in CSR terms, what activities

could be labeled as CSR and how this range of issues and performance compares with

other organizationsin arange of industries.

Identifying impacts and risks (PS1, RT1, PS3, NR4, MF3, NR6) necessarily includes
investigating those associated with products (MF3), and al environmental concerns
through environmental impact assessments (NR6). The risks and impacts associated with
different countries are also investigated (NR6), not only from an operational perspective,
but also from a CSR perspective which includes both a desk audit and asite visit to
understand different types of political risks around bribery and corruption, and taxation;
socia risks around level of human rights abuses, age of workers, and population
pressures; environmental risks around brownfields sites, and endangered animals; and
other groups of risks etc. Due to the complexity of country assessments, companies may
choose to use external specialists who can provide them with a general overview of the

challenges and opportunities of working in a particular country.
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In this cluster, companies ook at their current practices to identify what CSR type
activities are in place and how they are performing on them relative to their counterparts
in the same or different industries depending on their current level of engagement. This
means identifying the current measurements and performance level, and the gap that
exists between the current level and the desired level based on the measurements and
performance of other companies and expectations of stakeholders (RT1, PS1, PS3). These
levels may be different depending on the advancement of different business units (RT4),
and efforts to close the gap depend on whether the company wants to maintain a
leadership position in that area, be on a par with the peer group, or smply meet legd

requirements (RT1, PS1).

In conducting these assessments, companies identify best practice policy, documentation,
strategy and activities relevant to CSR and their business (RT3, NR4, TC1, MD1, NR2),
in some cases focusing specifically on one industry or region (NR4). Useful external
tools/ documents etc. include the Global Reporting Initiative (CN2, MD1), AA1000
management system (CN2), 1SO 14000 series (CN2), different stewardship programs
such as the Forest Stewardship Council, the United Nations Development Program (NR6),
other multistakeholder codes such as Global Compact, OECD Guidelines for
Multinational Enterprise, and the Equator Principles, and external research (MD1). They
conduct research to determine performance against stakeholder expectations (PS3) and
can use indices (RT3) and codes (RT3, RT4) as one effective form of external benchmark.
KPIs can be used as a baseline internally to drive future performance on CSR issues
(RT4), with lifecycle assessments of products and suppliers as the best practice way of

determining performance relative to CSR concerns and other companies.
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4.3.1.3. Diffusion and Integration Process 1 — Senior Management Buy-In

As senior management drive the personality or culture of the organization (CN1), getting
their buy-in early is critical to the success of any management initiative. Therefore, the
senior management buy-in process starts as soon as possible in the CSR investigation and
planning phases. Active support and consistent involvement is critical (SP(P)1, MF1,
CN1, NR2, NR4) to build a CSR culture/ brand (NR6) where the CSR vision for the
businessis clear (SP(P)1). Participants indicate that for CSR to be effective within the
organization, senior managers need to be looked up to and respected (CN1) and act asrole
models (MF1, CN1, NR4, MF2, TC1) where their behaviour isvisibleto all (MF1) and
consistent (CN1). Thistype of leadership on CSR behaviour is crucial (CN1, CN2), and
can be gained through workshops (RT3), preparing senior managers for the hard work
ahead (NR4) vs. presenting the work to be done in stages (RT6) so as not to overburden
them and cause excessive fear. Some companies begin the buy-in process by discussing
how CSR can help with business imperatives (RT1) and ensuring protection for senior
managers who lose business as aresult of adhering to CSR strategy (MF2). By the time
the organization is creating the specifics of their commitments to CSR, there should be
some degree of at least minimal senior management buy-in and therefore the key CSR
person can reduce the amount of time dedicated to involving senior managersin CSR.
Thisis dueto the fact that senior managers will necessarily be included in al major
decisions on CSR strategy and initiatives, in the least through approving the CSR strategy
if not through more direct involvement and therefore active efforts on buy-in may be

reduced during Phase 3.
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4.3.1.4. Diffusion and Integration Process 3 — General Buy-In

The general buy-in process refers to encouraging active support and involvement in CSR
primarily from the wider organization, but also of other stakeholders. As such this
involves encouraging employee (and other stakeholder) participation in the devel opment
and implementation of CSR strategy, procedures and initiatives (CN1, CN2, PS2, PS3) to
generate ownership and interest through such things as devel oping marketing materials
(NR4), developing KPIs (PS3, RT4), multi-stakeholder review of reports (CN2), work on
specific issues such as climate change (RT1, NR2), multi-stakeholder monitoring/
auditing (PS1, NR6), etc. Employees and other stakeholders are encouraged to participate
through such things as polls (e.g. MORI) (PS2, TC1), focus groups (PS2), workshops
(PS1), feedback from reports, websites and inviting comments from critics (PS1, MF3,
TC1), research with specific groups (e.g. consumer research) (PS1, TC1), forums (MF3,
PS1, TC1), adhoc email (MF3), surveys (PS3, RT3, MF1, MF4, MF3, NR4, TC1), online

and face-to-face debates (TC1), and meetings/ interviews with key people (TC1, NR4).

Participants suggest that generating buy-in with employees and other stakeholdersis most
effective when there is a clear definition of CSR within the organization (RT4) that is
communicated by senior management of the relevant business unit (RT3) in agently
persistent way (SP(P)1). Active efforts are made on general buy-in at least until Phase
five where systems and initiatives have already been devel oped and agreed upon by key
stakeholders, and are being enacted. Aswith all sub-processes, they should be ongoing,
but active efforts for general buy-in may be reduced in Phase five when it is believed that

some minimal level of buy-in will have been attained.
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4.3.1.5. Diffusion and Integration Process 3 — Strategic Alignment

Strategic alignment of CSR to core operating philosophy and actions ensures a more
coherent CSR strategy that fits within the organization’ s core purpose, competencies and
resource abilities (SP(P)1, RT1) and therefore potentially reducing costs and increasing
benefits of engagement. Activities such as donations/ philanthropy (RT1), community
investment/ development (MF2, RT2), reducing the impact of products (MF2) should be
aligned with products (MF3), historical behaviour and competencies (RT1), needs of the

customer (RT1) and the business case for those activities (RT1).

This sub-process begins by looking at what activities the company is aready engaged in
to seewhich are anatural fit for CSR. These are then evaluated for practical issues around

what the company wants to achieve and how it can be achieved (RT1).

4.3.2. Conclusion of Phase 1 —Research

Phase one is thefirst of two planning phases where the company identifies what CSR is,
what it means to them, how they are performing on relevant activities and how this
compares to other organizations either within their industry or outside of it. In the main,
this stage is no longer necessary in future reviews of CSR with the exception of
continuing to scan the environment for future issues and best practice, and making any
adjustments for changes in values or key priority areas. These activities are typically

conducted as part of Phases five and six.
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4.3.3. Phase 2 — Strategy Development

Figure 11 is the second of the two planning phases, where the issues and background that
are identified in Phase one are used to develop the overall CSR strategy. It isimportant to
note that although this phase is called ‘ strategy development’ this refers to the intentional
process of creating aformal CSR strategy. Thisiswhere strategy is ‘ deliberately’ created
and formalized (e.g. Mintzberg and Waters 1985), possibly to reflect already existing
activities and/or aspirations of future activities. The other element of strategy
development is emergent and results from the day-to-day activities of those who influence
CSR within the organization. It is these activities that may be reflected during periods of

deliberate strategy creation or revision.

433.1. Cluster 3—Design Draft Strategy — Purpose and Commitments

In drafting aformal strategy for CSR, many companiesfirst decide the purpose of CSR
within their organization, whether it is to change the way the business runs (RT2), to
create accountability and/ or transparency of individuals and the organization (MF1, RT4,
NR4, CN3), to reduce impacts (MF4), to formalize its position on CSR issues (RT4), to
improve the quality of life for customers and suppliers (RT4), and or to become a leader/
world class organization (PS1). Thisisfollowed by a starting point (RT3, NR4), such asa
list of issues for stakeholder consultation or draft model/ code etc. The form of this
starting point depends very much upon whether the next step in strategy development isto
engage key stakeholders or to create afull draft which is then taken to stakeholders. The
timing oninitial stakeholder engagement is the second of the substantive areas of
difference discussed in Chapter 6 where interview participants disagreed on whether to

engage early or later on in this process. If in-house expertise is not available, outside
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experts are consulted on the most effective ways to develop strategy around CSR issues

(MF3, RT3).
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Figure 11 Standardized Practices— Phase 2
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43.3.1.1. CreateDraft Strategy Before Stakeholder Engagement

Participants who believed that afull draft should be created prior to stakehol der
engagement (NR4, PS1, MF4, CN1) tended to suggest the creation of adraft strategy
(model, code, framework, principles etc.) by asmall group of internal personnel, typically

at amid to high level within the organization.

The process used by NR4 and MF4 was to identify the opinions, concerns, priority areas
etc. of key, high-level people within the business, and develop the strategy from there.
The key CSR person (in both cases dedicated) started with the benchmark that was
completed in Phase one, looked at the risks, concerns and areas where there have been
previous issues, and at the existing policies. They then commissioned external expert help
to shape the initial ideas which were brought to high level executives such as the board
and senior management. These members were then interviewed to understand their
opinions and priorities, followed by a similar process with opinion formers mainly within
but also to some degree outside the company. A synthesis of the perspectives were used to
create adraft strategy. The key CSR person then cascaded the draft strategy to functional
peopl e to incorporate CSR within existing policies, standards and strategies, and worked
to create a draft of the metrics, communications plans etc. to be used during stakehol der

engagement.

RT5 s model was based on the fact that certain processes were already ongoing prior to
CSR engagement and as such the key CSR person took advantage of those processes to
drive development of CSR strategy. In this case the strategy developed in aless deliberate
fashion, as anatural off-shoot of a processto identify and solidify the values and identity

of the organization. They already had draft positions on certain issues and a methodology
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for implementation prior to investigating CSR. As aresult of thisthey put together ateam
of influential directors to guide the process of synthesizing thisinformation and
identifying how it would be communicated and implemented. They then used this
information to test perception of different issuesin a number of markets (operating
companies). The feedback indicated that the markets did not have the time to conduct
internal dialogue and wanted direction from head office on how to approach and
implement CSR issues. Head office responded with another layer of strategy that brought
together awider range of existing policies, which was then written into aformal strategy

with board approval.

4.3.3.1.2. CreateDraft Strategy After Stakeholder Dialogue
With participants in this group, dialogue was the starting point for the strategy (PS3, RT3,
RT4, PS2, NR3) which they indicated allowed for aredlistic strategy to meet the needs of

all stakeholders, not just internal business personnel (NR3).

In each of the following examples, companies started the development of their strategy
with stakeholder dialogue and the dlight differentiation in models is the degree to which

external stakeholders were consulted.

PS3 had the purest model of thistype by starting with alist of key issues and asking a vast
range of internal and external stakeholders to rate the importance of these issues, their
perception of current company performance, and their expectations of future performance.
This survey was followed by an intensive period of interviews, focus groups with internal

and externa stakeholders to identify the key issues, wording and likely action plan.

Krista Bondy Chapter 4 — Standardized Practices of CSR 143



RT3 used avariation on this model that focused on development of CSR strategy,
processes and procedures through functional groups and thus starting with internal
stakeholder dialogue. They started with internal workshops for functiona people from the
same department looking at CSR to determine the standards, codes, concerns, risks etc.
relevant to the different functional roles within the business, as well asrisks for the
business overall. They identified existing processes and procedures that could be utilised
in developing and implementing CSR strategy and additional processes and procedures
necessary to ensure effective engagement and identified how these would be measured
and monitored. They then delegated responsibility for the creation of these new processes

and procedures, within a particular timeframe, to certain high level individuals.

The difference in outcomes from starting with a draft, and creating a draft at the ‘end’ of
this stage of dialogue is arguably that companies who start with adraft strategy that they
take to stakeholders are less likely and in most cases, less interested to make substantial
changes to the document. Stakeholders therefore have less creative ability to add or
remove issues, change the way they are articulated etc. which gives the company more
control over how they plan and are able to articulate and implement CSR. Companies that
create adraft after intensive stakeholder engagement allow much creative freedom to
stakeholders but remove some control from the company in terms of the find

commitments made in the strategy and how they will be implemented.

Whether the strategy is created before or after stakeholder dialogue, companies roughly

went through the same process identified in the following sections.
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433.1.3. Start Stakeholder Dialogue

Thisiswhere wider stakeholder consultation and engagement begins with both internal
and externa groups. The range of tools for encouraging buy-in listed in section 4.3.1.4 are
also used in the stakeholder dialogue process but tend to be focused more specifically on
certain groups, particularly in the early stages of consultation and engagement. Focus
groups and interviews with representatives of key stakeholder groups tend to be the most
popular tools used by companies to actively encourage participation, athough many
companies have arange of strategies they use to engage with stakeholders (PS1). With
internal stakeholdersit isimportant to talk to al parts and levels of the business to ensure

appropriate coverage (NR4).

Thefirst step isto decide the purpose of engagement. This can include such things as.

Identifying gaps in performance and processes (PS1)

e Discussion and debate on issues of concern (MF4), whether ‘real’ or not (PS3)
e Providedirection for business (PS1)

e Reduce the knowledge gap (MF4)

e Find areas of common ground (MF4, PS3)

e Create redlistic expectations (NR3)

Some companies talked about the need to take care in selecting key stakeholders for
engagement (PS1, PS2) according to criteria appropriate to the company and its industry,
while keeping in mind the ‘NGO problem’ (MF4). Thisrefers to the fact that some NGOs
will not engage with certain companies for arange of reasons such as producing certain
products, previous accidents and incidents etc. (MF4) and the fact that some NGOs have

their own agendathat is not representative of those they are meant to represent (CN1).
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Certain types of dialogue are naturally appropriate for certain situations. For instance, it is
likely that initial dialogue with a new stakeholder group will take the form of aformal
meeting where issues are presented and each party listens to the other. This meeting is
then followed up approximately six weeks later with responses from the initial meeting
(MF4). Asthe company and its stakehol ders become more comfortable with each other,
dialogue becomes much more informal and occurs regularly (MF4, PS3, RT1, RT3) such
asover apint of beer in the pub or aquick telephone cal to touch base on any news
(RT9). Some of these meetings occur in end markets/ locally so the strategy can be
adapted locally (MF4, NR3) but this set of meetings does not typically occur until the last
cluster of Phase four. Face-to-face meetings with stakeholders only tend to occur with a
small representative proportion of critical stakeholders such as highly impacted
community groups (NR6), highly voca NGOs (MF4), customers through research groups
(PS1) and employees (CN1). It is aso thought by some participants to be more effective if
the objective is to gather information on specific issues, to have one-on-onein person
discussions with the relevant people company personnel who better understand the issues
and can respond effectively (RT1). Other methods of gathering stakeholder feedback are
added throughout the development and implementation process as is appropriate in order
to gather feedback, for instance comment cards in the back of reports or dedicated areas

on the company website.

The feedback generated from these dial ogue sessions tends to be collected centrally
(NR1), collated (PS2), filtered (PS2), sent back to the board and senior management (PSL,
PS2, NR4), fed out to the rest of the business (PS1), and fed back into future reporting

cycles (PS1, PS2) where it is made available to the genera public (PS1, NR5).
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4.3.3.1.4. Identify Waysto Make CSR Meaningful, Conduct Baseline Surveys,

I dentify Champions, Determine Key Areas of 1 nvolvement and Set

Internal Goals and Objectives
Once dialogue has begun, it is important to identify ways to make CSR meaningful and
relevant to both individuals within the business and the business as awhole (CN1, NR4,
MF1). Thismay involve identifying the CEO’ s personal interest in something such as
climate change issues or animal welfare and keeping this as an important theme of early
CSR strategy and initiatives to generate the buy-in and passion of the CEO and thereby
the board of directors. This provides organizational |everage that can be used to elicit
guicker decisions on projects, acquire necessary resources and positive buy-in for future
initiatives. Another tactic which is used in conjunction with the first is to ensure that
engagement with functional people includes identifying triggers for action. These cane be
processes that are inefficient and need to be changed anyway, areas where functional
people would like to see change either on traditional business imperatives (and find the
CSR angle) or on CSR related issues, and getting the CSR person to help ‘run
interference’ (CN1) on new CSR initiatives so that they do not see the changes as adding
much work, and in creating a positive relationship between the CSR person and functional
groups. A third tactic is to include opinion formers early in the process to create
engagement and ownership in CSR and related initiatives (NR4). These tactics help to

ensure that CSR is personally, organizationally and culturally relevant (CN1).

Some companies conduct baseline surveys with stakeholders (either before or after face-
to-face engagement with critical stakeholders). Some companies aso work to identify
champions (CN1, RT1) or individuals at all levels within the organization who have a

personal interest either in CSR more generally, and/ or in particular related issues. Once
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identified, participants indicate the need to support these individuals to participate in CSR
strategy development and implementation and help them to encourage the participation of

others within the organization.

Companies aso defined the key areas of involvement and emphasized that these areas are
simple (PS2, RT4), easy to understand (RT1), anatural fit and relevant to both business
(RT1) and society (RT4), determined in-house (RT1), and be clearly defined (SP(P)1,
RT4). Some participants (NR3, PS3) think thereis a global consensus on these key issue
areas, therefore making them easy to negotiate across borders:

e Health and safety

e Hedth and welfare

e Environmental stewardship

e Community development

e Education

e Empowerment

e Transparent communication

e Governance

e Climate change

Based on these activities, the companies set internal goals and objectives appropriate for
business imperatives, the needs of stakeholders, and the overall direction of CSR going

forward within the business (PS1, CN2).
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4.3.3.2. Cluster 4 —Define Details and Formalize Strategy
This cluster focuses on identifying the remaining details that are required up to and

including the formal drafting and finalization of the key strategy document on CSR.

Thefirst detail isto identify opportunities for industry collaboration (MF3, NG(P)1,
MD1). Participants thought it best to encourage broad participation from as many industry
organizations as possible (RT1), to help protect the reputation of the industry from afew
‘bad apples’ (RT3). The collaborative group works to identify key issues common across
the industry (MD1), decide whether it will be a consensus based group or rely on majority
opinion (NR6) recognising that consensus-based organizations can come to a stand still if
certain members (such as those without shareholders) disagree with certain activities.
Oncethisis established the collaboration works to identify and agree on its objectives,
what is required to achieve those objectives (NG(P)1), and work towards an
understanding of best practice implementation to integrate CSR ideas into day-to-day
operations (PS3). Some participants engage in debate through such media as industry
publications or newsd etters where key issues can be debated transparently and to which all

members within the industry have access (RT3).

Participants indicated the need to establish priorities (PS3, PS2, MF4, NR3, RT1) dueto
the range of issues based on internal goals and objectives, industry objectives, stakeholder
needs and concerns, and business imperatives. Priorities are normally found either in
areas of high risk to the company (PS3), stakeholder concerns (MF4), or as aresult of
benchmarking (RT1). Priorities are established around the targets within those goals and
objectives (PS2) and key targets, milestones and outputs from the stated goals and

objectives areidentified (RT4, RT1, RT3). Thisis supported by a network of champions
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or others interested in actively promoting, discussing, debating and/ or implementing CSR
within the organization (NR4). This network can be online, or meet regularly throughout

the year via video conferencing etc.

Participants discussed the need to determine the form of the formal strategy document
(PS3, NR3, MF4, RT1, CN2, MF1, NG(P)1). They indicated it should be flexible to allow
for unforeseen events (RT1), and should create a worldwide set of commitments (NR3,
MF4, NR5, MF1, PS1, MF2). Many interviewees used a set of policies typically focused
on single issues. These documents together made up the core CSR strategy (NR3, CN2,
MF1, NR3, MF4, NG(P)1). The problem with a set of policiesis that they are not often
well integrated and there are arange of practical problemsincluding distribution (i.e. does
everyone have a copy of each policy?) and compliance. One interviewee in particular
indicated that their experience told them that a framework or model is better than a set of
policies (PS3) for arange of reasons including its flexibility and usefulnessin
communicating the overall strategy etc. Every company in this study had a code, model,
framework, guide or something functionally similar, although a code or a set of policies

was by far the most common.

In determining the objective of the form of strategy, two decisions are most common,
deciding between arules-based or principles-based approach (MF1, PS3, NR4), and
deciding whether the key strategy document will be used mainly as a communication tool
or as an implementation tool (PS3, RT3). Motives for choosing a particular form include:
e Updating an existing code or policy
0 With the current time (RT1)

0 To ensure philosophy matches with new executives (RT1)
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0 With current issues (NR2)
e Asaaguidefor behaviour
0 Minimum standard of behaviour for individual employees (NR4, MF2)
0 Set core standards of behaviour (NR5)
0 Guide for corporate behaviour (NR6)
0 Guidefor international operations (NR4)

0 Guide for how to behave on the job (TC1)

Some companies also determined the moral legitimacy of the code (NG(P)1). In other
words, whether it is based (morally) on the existing legal framework and/ or international
agreements such as the UN Declaration of Human Rights, ILO Conventions, or based on

adifferent moral justification of the authors.

With those detail s addressed, companies move forward with the writing of the formal
strategy (although thisis not to say that they are permanent but that some decision has
been made and activities have commenced). This central CSR strategy document from
which all other decisions and activities on CSR areinitiated (MF4, NR3, NR2, NR5, RT4,
NR4, NR6, TC1, MD1, RT9, RT6) isin some cases written exclusively by the board and/
or senior management (RT3, NR4, NR6) but thisis not seen as best practice. Participants
suggested best practice is for the strategy to be written by people seen as credible within
the business (MF1), which in many cases are functiona people who understand how the
business operates and the impacts that changes are likely to have on those working for the
company (RT3, NR6). There is debate on whether it should be based on legislation and/
or meeting external compliance issues (NG(P)1, TC1) vs. founded on the values and

identity of the corporation (RT5). There is also debate on whether the document should be
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principles-based so as not to be too descriptive globally, causing concerns with cultural
imperialism (NG(P)1), or a combined approach using both rules and principles-based
commitments (NR4). NR4 suggested an ideal structure as encompassing key sections,
each with an aspirational goal and statement describing ‘why the company is doing this’,
along with the relevant corporate values associated with it. Within each of these key
sections, there should be specific action points on how to achieve the aspirational goal.
MF2 however would suggest that aspirational goals are not practical asformal documents
can only ever set minimum standards. Anything beyond this must be up to the different
operating units due to significant differencesin culture, legal frameworks, operating

conditions etc.

The formal CSR strategy document is comprehensive and consistent (MF1) with both
relative and absolute commitments (NR3, MF1, RT4) that are monitorable (NG(P)1),
implementable (MF1, CN2, NR4, PS3), commit the company to continual improvement
(NR5) and are lasting (MF1). Semantics are important (PS3, NR5) and every effort is
made by some companiesto ensure it is meaningful across cultures (PS3, NR4), using
simple language (NR4) that ensures the responsibilities are made clear and unambiguous
(CN2, NR1, RT4, NR4) and clarifies expected behaviours (NR4). Some companies
include measures of these commitments in the formal strategy (RT4) and construct it using
examples of best practice (MF2) that captures the essence of negotiation between groups
(NR3), with cultural issues considered up front (MF1, RT5), so asto reflect these
differences in the writing of the strategy (PS3) although of all the companiesin this
sample only RT5 and PS3 did thisto any degree. It is through stakeholder involvement
(or the process of negotiating commitments) that the document obtains its credibility

(CN2), isreviewed by stakeholders both prior to rollout (NR3) and on aregular basis after
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the fact such as every 3-5 years (NR2, NR6) and requires approval by the board (PS3,
RT3, MF4, NR6, TC1, RT5). In some cases this key CSR strategy document becomes a
key supporting document for all business functions such that it is referenced prior to other
more traditional business activities (i.e. proposals for new finance projects) (NR5, RT3).
Participants describe having a range of lower level sub-documents that help to specify,
clarify and support the CSR strategy and its implementation in different business units/

areas etc. (MD1, NRG6).

Ideally the core governance processes discussed in the following section are already
underway and formalized to be incorporated into the formal strategy document. However
in many cases thisis not practical with the first iteration of strategy. Thisis more likely to
occur in thefirst or second revision of the strategy, where all necessary systems are in

place and formalized.

4.3.3.3. Diffusion and Integration Process 4 — Develop Core Governance Processes
During Phases two and three, the mgjority of core governance processes are developed for
implementation throughout the different phases. Core governance processes coincide with
the blue block arrows in the middle third of the Standardized Practices. The remaining
processes to be discussed are:

e Risk and control

e Communication

e HR practices

e Procurement and supply chain

e Training and awareness

e Monitoring, Auditing and Verification
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e Measurement
e Reporting

e Compliance

In most companies, these processes will already exist in some form for use in other
business imperatives. Therefore, in the main, these processes are to some degree
replicated and revised for use with CSR and will each be discussed in more detail with the

relevant Phase.

4.3.3.4. Process Management/ Governance Process 1 — Risk and Control

This sub-process focuses on integrating CSR into the risk process (PS1, MF3, RT1, PS3),
where each functional area determinestheir top risks on aregular basis (such as monthly),
and thisinformation is fed back into arisk and control group who discuss and prioritize
the risks (PS3) and their relationship to each other, how the businessis dealing with these
risks, how effective these actions are, what external stakeholder have to say about them,
what the potential impacts of these risks are and systems in place to mitigate systematic
and future risks (PS1, PS3). Therisk process helpsto identify the areas of highest priority
and to ensure due diligence, and acts as a starting point for what to measure (PS3). In
some cases the risk assessment process is overseen by external experts (RT1), but whether
driven internally or externally, both formal and behavioural controls are used to change
the way individuals think about risk within the organization and to change their behaviour
while at work (PS3). Stakeholder dialogue is an important risk management tool to help
identify and mitigate current and future issues (RT3). This processis heavily linked with

internal audit functions.
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Therisk and control processisimportant in early iterations of the strategy and within the
timing of the Standardized Practices in part to prove the vulnerabilities that businesses
faceif they are not engaging in CSR and thus mitigating these risks, but also to help
increase buy-in through articulating CSR as a business imperative and helping to integrate

it early on into top-level decision-making processes.

4.3.3.5. Process Management/ Governance Process 2 — Communication

Early iterations of the communication sub-process are implemented soon in the
Standardized Practices for asimilar reason to the risk and control sub-process of helping
to generate buy-in but also to get individuals participating in CSR whether through
working on early initiatives or facilitating learning within the organization on CSR, or
through debate about the relative merits or challenges posed by CSR etc. This helpsto
provide someinitial guidance on how the company will communicate with its
stakeholders during consultations and how it plans to disseminate the strategy once

formalized.

Many companies target communication to specific audiences (PS2, RT1, PS3, CN1) and
include information that identifies ‘what’sin it for me' (PS2, SP(P)1, TC1), or in other
words, how it will affect the individua or group, and what the benefits and drawbacks are
of participation in tangible terms (RT1) that are given both non-monetary and monetary

values (MF4, RT1). For instance:

RT1: so uhm the energy manager used to talk in terms of tonnes of CO2 ... Now on an annual

basis the actual costs were in the region of £600,000 of energy that being [wasted on particul ar
practice] and therefore you can then turn turn that energy into tonnes of CO2. Now, as soon as
you start talking to the finance director about being able to save £600,000, he loves you

R: and he getsit
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RT1: yes (pp. 23-24).
It also includes information on what is happening and why (PS2) and constantly repeats
the company values and CSR messages (SP(P)1). Each strategy component is given its
own branding and identity (RT1) with the eventual goa of creating a CSR brand for the
entire company (NR6). The strategy is published on the web (RT3) and used as atool for
external communication (PS3). Targeted communication events are timed appropriately
S0 as not to coincide with the launch of another event or other critical communication

piece (PS2).

The purpose of the communication is to provide information to stakeholders on CSR
(RT4), indicate company expectations of stakeholders (RT3) and indicate performance
against commitments made in the strategy document (CN2). One respondent indicated
that non-compliance issues should not be seen as taboo and should be communicated

openly (RT2).

4.3.35.1. Internal Communication

Participant companies work towards integrating CSR issues throughout the internal
communications system (PS1) asit is akey part of transparency and accountability with
stakeholders (CN2). Thereis atwo-way information flow between the board, local offices
and all levelsin between (RT1), to help identify and consolidate CSR efforts (RT3).
Communi cation focuses on awards and performance in relation to other companies so that
employees have a point of reference for actual progress on CSR issues (PS3). The strategy
iswidely circulated to all parts of the business (MF2, NR5) for those who are interested.
However, targeted communication is crafted for different groups and only includes those

aspects of the strategy relevant to the audience (RT1, RT3, PS3, NR6). This makes it
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easier for employees to digest and understand, and most individuals working in the
company do not need to understand the entire strategy to do their jobs effectively and

engage with the strategy.

Basic marketing skills (NR4) are very useful in communicating with employees and are
used internally. These tools include:

¢ Road shows (MF3)

e Workshops (MF3, RT3)

¢ Kinaesthetic tools such as games and fuzzy toys (NR4)

e Presentation/ slide pack for managers (RT3, TC1)

e Articlesininternal magazine (MF3)

e Video of interview with CEO and executives on web (MF3, NR4)

e Videos(NR4)

e Poster campaign (MF1, PS3, NR5)

e CEO briefing/ broadcast to global operations (PS3, NR5)

o Dedicated website (NR5)

e Card summary version of strategy in areas where literacy islow (NR5)

e Employee networks (PS3, NR4)

4.3.4. Conclusion of Phase 2 — Strategy Development

Phase two is the second of two planning phases where CSR is further detailed and
designed for implementation. This phase begins by identifying a starting point for the
creation of the formal strategy document and ends with the formalization of this document

with some degree of participation from key stakeholders. In future reviews of CSR, this
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Phase is still important to review the strategy with internal and external stakeholders and
the value they (and the company) have received through CSR engagement. Clearly, with
systems in place and existing relationships with stakeholders, these activities are likely to
take less time and may be more informal. However, they should result in aformal strategy
which takes into account all behaviours and activities that have contributed to emerging

strategy and the regular review.

Phase three is where the structures supporting the strategy are adjusted for use with CSR

and formalized.

4.3.5. Phase 3 — Systems Development

Phase three encompasses the decisions, activities and sub-processes required to develop
the core management positions, structures and documents that will support the remainder
of the phases. Thisis where the organization sets itself up for the implementation of

specificinitiatives that are rolled out in the next phase.

435.1. Cluster 5—Define scope, structure and key relationships

With the strategy formalized during Phase two, the next set of activities are to determine
the breadth of its application, create the structures and systems that will ensure more
effective implementation and management of CSR within the organization, and identify

the key technical speciaists and partnersto help in these endeavours.

Many of the MNCsin the study have a global code/ policy document that is mandatory
for al employees worldwide, and in some cases extends towards sub-contractors and

suppliers. In some cases, the MNCs have created specific, mandatory code/ policy
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documents for their suppliers but different documents for themselves. As such, participant
companies decide the scope of their key CSR strategy documents, whether they will be
made mandatory and for whom (MF4, NR5, NR3, PS1, MD1, RT6). Some participants
indicated that global companies are judged globally and therefore needed to have global,
mandatory standards (NR3, MF4, NR4), with the same rules and language applying to
everyone within the company (NR4), and that these standards needed to come from the
corporate head office perspective (MF4). However, there was a caution against trying to
impose standards on businesses that ‘you don’t own’ (NR5), although mandatory supplier

codes were deemed acceptable as part of best practice (RT6, RT2, RT9).

Companies identify and/ or recruit technical specialiststo help in the creation of core
governance structures and management systems for CSR implementation, administration

and continual improvement (PS2).

4.35.1.1. Decide Structureand L ocation of Key CSR Post

It is possible, although not advisable to determine the structure and location of the key
CSR post at this late stage in the Standardized Practices. The reason for its appearance at
this stageisthat it needs to be formalized to ensure that the systems, reporting lines,
cross-functional teams etc. can be set up with few structural changes after the fact. Many
companies hire their key CSR person long before major systems development occurs but
it isat this stage that decisions should be made to ensure that this key resource is place

appropriately within the organization and is tasked appropriately.

Thereis aways aneed for a dedicated person within the organization to ensure that CSR

strategy is moving forward efficiently and effectively (MF1) and many companies lead
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their CSR efforts through executive management (MF1). A senior person is appointed
with responsibility for setting up CSR and related policies and procedures (PS2, CN1) and
can be either ageneralist or a specialist depending on the support this person has and their
access to external expertise (RT1, RT3). In most cases, this person acts as a facilitator or
internal consultant for the different operating units, working to bring them together on a
common CSR agenda (RT2, RT1, NR2, PS3, RT4, TC1, RT6). In some cases the key
CSR person reported directly to the board (RT4, MF4, RT6) and some through other
departments (TC1, RT3, TR1), but it was generally considered best practice in terms of

moving CSR forward for this person to report directly to the board.
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Figure 12 Standar dized Practices— Phase 3

PHASE 3 — SYSTEMS DEVELOPMENT
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While some companies use dedicated CSR teams to implement the strategy (MF4), itis
more common to see implementation as a responsibility of non-dedicated personnel
(MF1, RT1, NR2, NR2, NR4, TC1) and in some cases ailmost exclusively at the business
unit level (NR5, RT3, MF2). However, neither is considered best practice, but often the
best use of limited resources due to scepticism over the usefulness of CSR for the
organization at the highest levels. This has implications for who has authority and control
over the CSR strategy and its implementation. With central CSR teams responsible for
implementation, the authority is centralized. With CSR implemented by non-dedicated
personngl, it is unclear where decision-making authority sits and must be decided based

on an appropriate reporting line.

Tasks of the key CSR person include:
e Coordinate/ advise/ assist various business units (RT1, NR2, NR6)
e Oversee strategy and subsequent documents (NR4, NR6)
e Ensure consistency of approach and language (RT1, NR4)
e Creation and ensure smooth operation of governance systems (TC1, PS1)
o Develop the strategy (NR4, NR6) vs. create format/ framework for others to
develop strategy and set parameters for consistency (PS3, RT1)
e Integrate, embed CSR into operations (RT1, NR4)
e Verify that the strategy is being adhered to across the business (if made
mandatory) (NR6)
e Responsiblefor:
o Traning (NR2)
0 Reporting (NR2, TC1), vs. reporting guidelines and approach (NR6)

= Toawards, indices and rating bodies (TC1, TR1)
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0 Stakeholder diaogue/ building relationships (NR2, NR6, RT5, NR4)
= Liaise with government (NR2, NR4)

0 Website (PS3, TC1)

0 Roll-out of formal strategy (NR4)

0 Auditing (TC1)

0 Issue specific areas where matches expertise (i.e. investment, human
rights) (NR2, PS3, RT1, RT4)

o Communicating CSR activities and performance to different media and
groups (NR4)

0 Participation in industry initiatives (NR6, TR1)

0 Public policy development (NR6, RT4)

e ‘Work mysdlf out of ajob’ (RT1)

e Leavelasting legacy in operational countries (NR6)

4.35.1.2. Create Core Governance Structures

With the key CSR position within the organization formalized, and decisions made about
where authority and control for CSR sits, the core governance structure can be compl eted
and formalized. Again, some of these structures will be in place earlier within the
Standardized Practices and are likely to overlap with activities already underway.
However, final decisions and the formalization of structures tend to happen around this
point. This does not mean that these systems and how they relate to the key CSR position
cannot change. What it does mean is that they are formalized until the next CSR review so
that all those participating in CSR know the structure, reporting lines, key decision-

makers etc.
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Companies have aboard level committee (PS2, MF4, RT1, PS3, RT6) where board
members are given formal responsibility either for CSR (RT3) or for specific issues (i.e.
human rights, community, labour conditions, animal welfare etc.) (RT1, PS3, NR5, RT3,
TC1). They also have a CSR strategy steering committee or forum (MF3, RT3, MFL1,
MD1) that isin some cases headed by the CEO, with senior executive representation from
each of the key business areas (MD1). Some companies include CSR as aregular item on
the board and senior management meeting agendas (RT4, MF4), with CSR debated and
discussed (including performance information) more broadly in all levels of management

meetings (MF1, RT3, NR6, SP(P)1).

If the structure involves a dedicated CSR team, there tends to be alocal/ regional CSR
committee (MF4) and a code implementation group (MF1, RT1). If implementation isrun
by non-dedicated managers, then responsibilities tend to be cascaded to local/ regional
people (MF3), and managers rotated around different business areas to understand and
share best practice (MF2). Irregardless of structure, implementation teams are tightly
linked with internal audit (MF4, RT1, MF1, NR5) and include personnel representing the
different business functions as well as areas (PS2, RT1, PS1). Ownership of each element
isassigned (NR6, RT1) and issue specific teams are devel oped based on expertise and
interest (NR3). Champions are included in these different groups where possible (CN1) to

help increase buy-in, commitment, and ownership of CSR initiatives.

Thisis also where the remaining core governance processes are developed and
formalised. Aswith everything within this Phase, it is likely that the development of these
processes are already underway and or exist in another form simply requiring adjustment

for CSR purposes.
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Some participants also develop management systems on specific issues such as human
rights (MF4), environment (NR6, NR2), or on other issues based on the virtuous circle/
Deming cycle (CN2, MF4, CN4). However, in most cases the management systems are a
specific sub-section of the core governance processes and/ or not in use at head office

with the exception of environmental management systems.

4.35.1.3. Identify and Work with Partners
Partners are important for a number of reasons such as capacity building (NR6), helping
to improve the diversity of the workforce (PS3), helping achieve alicense to operate
(CN3), helping understand and work on complex issues (RT2), working in areas or with
groups the company may not have access to (NR6), pooling resources to gain additional
benefits that no one group could achieve on its own etc. There are a vast range of
partnership organizations mentioned by participants and these tend to fall into four
categories:

e Community groups

e Specificissue NGOs or charities (e.g. Kew Gardens, Biodiversity Partnership)

e Development agencies (international and domestic) (e.g. UNDP, local groups)

e Business industry coalitions (e.g. Ethical Trading Initiative, Federation of Tour

Operators, International Petroleum Industry Environmental Conservation

Association)

4.35.2.  Cluster 6 — Create Specifics of Commitments
In this cluster, timetables for major activities, creation of specific initiatives and the
timetabl es associated with them are created, as well as cascading the strategy to the

appropriate level within the business and translating necessary documents.
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Many participants talked about the need to timetable CSR events (NR3, RT1, SGP(P)1),
in particular five (NR3, RT1) and one (RT1) year plans created for each key area
identified within CSR. These are updated (or created) annually (NR3) and are designed to
ensure good local processes, ensure that key stakeholder issues and concerns have been
represented within the initiatives and that provide solid evidence that certain processes are
in place (NR3). The five and one year plans assign ownership to a particular individual
and include objectives, outputs, resource implications, a risk assessment process,
measurement, milestones, timescales, benefits and benchmarks (RT1). The owner of the
five and one year plans reports back to the CSR committee and/ or board on progress and
performance (SG(P)1). In some cases, these more detailed plans drive the development of

more generalised policies for specific issue areas.

4.35.2.1. Create Specific CSR Initiatives from Head Office

When to create the specific CSR issuesis the third of the substantive areas of difference
to be discussed in Chapter 6 and is linked to the global operating strategy in use by the
company (see section 2.2.1.2). Some companies create the majority of these initiatives at
head office and cascade them to local business units utilizing a centralised approach. As
will be seen in section 4.3.7.3, others decide the specific initiatives in conjunction with
local offices, where the local offices have much more say in the nature of the initiatives.
In either case, these specific initiatives focus on areas where the company can make a
difference (NR3, MF2), that are of benefit to both the stakeholder and the company (MF4,
NR2), and that respond to what the stakeholder group wants such as farming techniques
or water sanitation and not something because it is what the company knows how to

provide (NR2, NR3).
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Participants indicated that companies need to create a budget for development projects
(NR6) which can be made easier and more efficient by working in partnership with other
agencies (CN1, NR6), athough thisis not always the case and therefore each company
needed to decide for itself whether it works directly with local stakeholder membersto
create joint solutions, or through another agency where they give money (NR6). Within
the partnerships, participants negotiate the objectives and targets for a specific initiative
(RT1), the length of time the company needs to be involved (NG(P)1) before the project
is self-sustaining (NR6), and the company’ s exit strategy (MF3, MF4) to ensure common
expectations and understanding of the duration of the project under consideration and how

the company will be leaving the project.

Many participants thought these projects should focus on capacity building (NR3, CN1,
NR6, CN3) to ensure long-term, lasting benefits (NR6) through improved outcomes
(NR3) for the stakeholder. The focus tends to be improving the living conditions of

people and/ or animals through such things as education and training (NR3, CN3, NR1),
employment opportunities (NR3, NR1), helping create local businesses (NR3, NR6), and
helping build basic infrastructure (NR6, NR2). The goal isto create long-term, sustainable
projects (NR6) that can be managed by the relevant stakeholder once the company has
exited and requires daily face-to-face contact with local people (NR6), where both (or all)
parties work together to complete different projects using whatever resources are
available to them. For instance, in building aloca school for acommunity to help local
kids learn how to read, in the hope that they will aso work for the company when they are
of the legal working age, the company may provide the money for building materials, pay
local suppliersto supply local materias, supply an engineer to design and project manage

the build, and community members to put in time and energy for the physical build.
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Participants indicate that to do this, it isimportant for the company to understand the local
structure and to try as much as possible to work within it (NR6). In certain cases where
there have been irreversible changes to the local area, offsets can be appropriate, such as
creating a conservation areain anearby tract of land where reclamation is not possible

(NR3).

Thistends to be where the idea of corporate philanthropy, community investment,
donations and employee volunteering come into play. Companies were using the
following criteriato select charities and/ or community investment projects:

e The personal experience of the workers (RT1, TR1)

e Strategic aignment with core business functions (RT1, RT3, MF2)

e Local staff to determine where to put money and resources (NR2, NR6)

e Asaresponseto global disasters (RT1, TR1)

e Where maximum leverage can be obtained for the company and relevant

stakeholders (MF4)

Participants highlighted that the criteria are flexible (NR2, RT3) to ensure that the
programs are both areflection of what the stakeholder wants as well as meet a business
imperative for the company which is supporting the program, such as help to improve or
maintain the reputation of the company or its relationship with this stakeholder, and/ or is
something that employees support and appreciate the company’ s involvement (NR2). The
vast mgjority of participant companies are involved in corporate philanthropy typically
through cash or in-kind donations and employee volunteering programs (NR3, SP(P)1,
RT2). However, donations (particularly of money) were considered by some participants

to be insufficient to make the real changes they are driving for in their operating locations
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(NRG6, PS1, NR2) dueto the fact that community investment was not only found to be an
unimportant issue for stakeholders during extensive corporate research (PS3), but is an
unsustainable model for engaging in development (NR6). In fact two participants warned
against cash donations due to the potential problems with corruption and creation of
dependent relationships with the donor stakeholders (NR2, NR6). Some companies also

helped by creating trust funds and foundations for research (NR3, PS1).

Lastly within this cluster is the trandation of the strategy, key supporting documents such
as sub-policies, local policies, suppliers codes etc. the details of appropriate five and one
year plans and relevant initiatives (MF1, MF3, NR5, NR4, MF2, TC1). Thisincludes

extrameasures in areas where literacy is known or suspected to be low (NR5).

All documents are thus trandlated into the official local language, and the more common
local languages spoken by employees if there are arange of languagesin use. Best
practice for trand ation starts with documents translated into the local languages by one
trandator (or ateam) and translated back into English by another tranglator (or team) to
verify the quality of the tranglation. Translators are encouraged not to focus on literal
tranglations, but to trans ate the meaning of the values, philosophy and concepts (MF4). In
cases where marketing and training materials are created at head office and cascaded to

global operating locations, these are also translated into the local language(s) (TC1, NR4).

4.35.3. Process Management/ Governance Process 3 — Procurement/ Supply Chain
This sub-process deals with ensuring CSR criteria are embedded within the supply chain/
procurement areas of the company (PS1, TC1), with the recognition that thereis a

dependent relationship between suppliers and the company for mutual gains (RT4). CSR
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requirements for suppliers are critical (MF1, MF4, RT4, MD1, RT6, RT8) and tend to be
embedded into the supply chain in two ways. work to ensure supplier compliance with the
company’s own formal strategy (NR3, RT3, TC1), or create a separate sub-document for
suppliers (RT4, RT1, RT2). In both cases, the document becomes a part of the supply
contract (TC1) which is sometimes developed in two-way dialogue with the suppliers

involved (RT3).

Idedlly, the goal for participantsisto develop long-term supply relationships with fewer,
more integrated suppliers because these relationships tend to be more successful (RT2). In
industries with long supply chains and/ or *hard to identify’ suppliers, the goal isaso to
reduce the length of the supply chain to ensure better relationships between the suppliers
and the company (RT?2). Participant companies are working to better integrate CSR into
decisions of the buying teams through such things as the creation of responsible
procurement guidelines (RT2, PS1). In cases where suppliers are non-compliant, many
companies work with these suppliersto improve their practices (RT2, RT4, NR5) and
provide resources to help suppliers engage more fully with CSR (NF3, RT4). In some
cases, suppliers are expected to report on their performance against the strategy (RT3).
The most significant problem, however, is when individual suppliers must respond to
several different buyer codes with different expectations and priorities (NG(P)1, RT6),
which can force significant additional costs on these companies (RT4) and cultura

problems.**

1 1lamic countries, women are not allowed to work with anyone other than their husband. Therefore,
setting up afactory system where women and men work side by side to product garments or manufacture
such things as toysis culturally unacceptable unless the factory is staffed only by women. Women tend not
to be in management positions and so the factory style manufacturing system does not work (NG(P)1).
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This, and the costs to the buying companies for monitoring and auditing (RT6) are two
key reasons why many companies are now engaging in industry wide (and in some cases
cross-industry) collaborations to provide one set of commitments for suppliers, and to
share the costs of monitoring and auditing common supplier sites (RT6, RT2, RT1, MS1).
Such initiatives include the Ethical Trading Initiative and Sedex. The problems of
compliance can be more easily solved when companies select suppliers which have
similar CSR values and behaviours, and the willingness to achieve CSR goals (SP(P)1,

RT4).

4.35.4. Process Management/ Governance Process 4 — Human Resources Practices
Participants mainly discussed HR practices around two key areas. performance reviews
and hiring practices. With performance reviews CSR becomes part of the job description
and requirements (PS1) so that it can be included in performance reviews and assessments
(PS1, MF4). These CSR criteria are important in determining the yearly pay and bonus of
senior executives, up to as much as 25% of their yearly bonus is based on CSR metrics
(NR4), with KPIs, executing management plans, discussions, briefings, all included as

measurements of performance in the performance management system (PS1).

With hiring practices, the values of the business are made clear up front (including
advertising for posts) to ensure the potential new hires have similar values, and potential
hires can be sought through networks of like-minded people (SP(P)1). For some
companies, the strategy document is a key part of the employee contract and they attempt
to hire people with a passion for the business and for operating responsibly (NR5, MF2,
TC1). CSRisasoincluded as part of the induction training (SP(P)1, NR2, PS3, NR5,

MF2, TC1, MD1).
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Participants indicate that staff feel good when they belong to a responsible company and
thus work harder and are more loyal (MF1, NR4, MF4, MF3, NR2, MF2) and therefore it
isimportant to them to create and maintain a reputation as a responsible company to
attract highly skilled people. Thisis also true at the local level, where some companies

emphasize local employment over ex-patriots (RT4, NR1).

4.3.6. Conclusion of Phase 3 — Systems Development

Phase three focuses on finalizing the structure of the different systems required for CSR

implementation and the creation of CSR initiatives.

Aswith Phase one, the activities in this phase are not as critical during subsequent
reviews unless major changes are needed to the structure or systems developed. It is
expected that most changes will occur within the first and second reviews unless there are
significant changes in the operating environment of the organization. More importantly,
the separate initiatives need to be reviewed to identify the outcomes, but these are
reviewed extensively in Phase five, meaning thereis little need to return to Phase three
once CSR implementation is well underway, unless or until operating conditions have

changed significantly to require arevision.

4.3.7. Phase4 —Rollout

Phase four details the specific activities that participant companies use in launching the
formal CSR strategy document both internally, externally, and in global operating

locations. Thisisthe first of the two implementation phases and is a bridge between
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finalizing development of the CSR strategy and supporting documents, structures and

processes, and theinitial stages of action.
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Figure 13 Standar dized Practices— Phase 4
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4.3.71. Cluster 7 —Internal Rollout

One company in particular began their rollout by sending afina draft of the strategy and
governance structures to all business functions for final comments prior to ‘going live
(NR4). This preliminary internal rollout may also be interpreted as including all
stakeholders who were internal to the devel opment process, however this was not the case

with this company.

Few participants discussed rollout, but of those who did, all but the company mentioned
above began their rollout internally where senior managers were briefed (RT3), and the
CEO conducts a briefing/ broadcast to all global operations (NR5) on the final version of
core documents and structures. A manual is created for operational managers (NR5) on
what the strategy is and guidance on how to implement it (NR4), a dedicated website is
created and launched (NR5), copies are distributed to all employees (NR5), with company
position statements on key issues (MF3), and the employee networks (possibly created
earlier in Phase two) are further encouraged as a support mechanism to understand,
implement and administer the strategy (PS3, NR4). All marketing and communication are
used to help create a smooth launch, and are passed to operational managers as guides for

their own business unit/ area launches (NR4).

4.3.7.2. Cluster 8 — External Rollout

Participant companies indicate that the external rollout (which tended to happen after the
internal rollout) incorporates many of the same techniques as used in the internal rollout
such as distributing copies of the strategy to key stakeholders (NR5), launching the
external version of the website (NR5) and working these documents into the supply chain

through the line managers or business units responsible for those relationships (NR5). The
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purposeisto increase visibility of the strategy (MF1) and to consistently push the strategy
through global operations and operating partnerships (MF1). The external rollout is
typically managed by those responsible for code implementation (whether at head office
or in local offices) to ensure the rollout hits all key stakeholders and relationships (MFL1,

NR4, NR5).

Understanding and uptake of the strategy isimproved where communication is targeted to
specific groups such as employees or specific communities, letting them know the
purpose of the strategy and the intended benefits to the specific group. However, some
participants indicated that contrary to popular belief, there was no need to communicate
the entire strategy, but only those aspects that are relevant to that group (discussed further

in Phase two).

4.3.7.3. Cluster 9 —Create Local Systems and Commitments
This cluster isfocused on the creation of local initiatives, and other final details for

furthering engagement and buy-in to CSR initiatives.

The strategy, internal and external goals and objectives, and other core supporting
documents (such as policies on specific issue areas, supplier codes, five and one year
plans, manuals, guides, schematics of governance structures etc, created as aresult of or
in support of the strategy) are cascaded to the appropriate level and geography for
completion (MF1, MF4, NR2, PS3, RT4, NR6, PS1, RT1, NR5, RT6). The formal
strategy document and supporting sub-documents are used to create local policies which
support the overal strategy (MF1, MF4, NR2, PS3, RT4, NR6, RT6) where priorities are

readjusted as needed to accommodate the appropriate business environment (PS1) and
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linked with associated targets, milestones and outputs (RT4, RT1, RT3). This becomes
the responsibility of the functional manager at the local level (RT1). Therefore, the
international strategic goals and objectives are trand ated into more specific business goals
and given responsibility at the local level (PS1). Each business unit must then create their
own CSR decision-making criteriato aid in implementation and administration of the

strategy (NR3).

According to MF1, an effective policy structure defines what is acceptable (value/
behaviour etc.), the internal process (how the values or behaviours are deemed acceptable
by the organization and how they will be acted on), define what is not acceptable
(including sanctions), show the reporting line for this issue and how to report, show who
isresponsible for thisissue and how to contact head office (particularly on issues that
must be vetted first by head office), and indicates who will review the policy and

performance on it.

Thisis where most companies begin to think about ‘ being local worldwide’. The strategy
is created at head office (in some cases with both internal and external stakeholders
included in the creative part of development, and in rare cases with either internal and/ or
external representatives from foreign subsidiary locations included in development), main
initiatives are determined, timetables and measures are put into place, and then these are
cascaded to other operating locations around the world. As was the case with most of the
participant companies, thisis where any concerns with culture become apparent and
where necessary, they create specific modifications on existing commitments within the
strategy to better fit within the culture of different countries. For instance, a number of

participant companies adapted, or created localized polices with different provisions for
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facilitation payments. In each case, these companies made commitments indicating they
did not support or engage in facilitation payments. In some operating locations however,
facilitation payments are perfectly acceptable and an expectation of conducting business.
In these locations the companies needed to be more flexible so as not to seriously
jeopardize their market positions in these areas and therefore identified either a maximum
allowable payment and/ or a plan for phasing out facilitation payments at some future

date.

Using the most current technology and knowledge was important to some participants to
ensure up-to-date and accurate initiatives with the most potential benefit for all
stakeholders (NR3). Information technology systems (databases, data capture, analysis
and reporting systems) are created to alow the company to monitor and report on its

performance towards stated commitments (CN2).

Whether the vast mgjority of commitments are made in this cluster, or in Phase three,
Cluster six depend mainly on where authority and control for CSR are held within the
organization. The activities and decisions used to create specific initiativesfor CSR in
section 4.3.5.2.1 a'so apply here in the creation of specific initiatives at the local level.
However, the decisions, issues and actions determined are more relevant at the local level

and may be difficult to aggregate.

Lastly in therollout phase is the need in some cases for companies to make their
consumers aware of their CSR activities and create brand and/ or product propositions

based on these different operating conditions and initiatives underway. The purpose of
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this activity isto generate increased consumer interest in products, services, ideas, and

companies where production of the ‘ product’ isresponsible (SP(P)1, RT2).

4.3.7.4.  Process Management/ Governance Process 5 — Training and Awareness
Information on training and awareness provided by participants tended to form around the
type of training needed for key stakeholder groups and the methods used to train them.
Training was most important for employees (RT1, MD1) which in some cases was adhoc
(SP(P)1), was provided at induction (SP(P)1, NR2, PS3, NR5, MF2, TC1, MD1), focused
on the company handbook/ manual (SP(P)1), focused on their rights (CN2), cultural
awareness if working in different country (NR3), safety (NR3), leadership (CN2), only on
strategy and not on full CSR program (TC1), and/ or on elements of strategy and/ or
issues that are relevant to them specifically (RT1, PS3, RT3, NR6, NR4). Additional
emphasis was given to employee groups with a higher risk of non-compliance (e.g. sales

people given additional training on competition law and facilitation payments) (MF1).

Some participants a'so mentioned training stakeholders (SP(P)1), customers (SP(P)1,
RT2, NR4), community members (MF3), suppliers (RT4) and local people (NR1, NR3).
Training and awareness activities for al groups should be conducted by locals and
internal staff (MF1) wheretraining is personalized for a particular group (SP(P)1, NR1,
CNZ2) and focuses on specifics of the strategy (and other relevant sub-documents)

appropriate for the group (MF1, CN2).

Training and awareness activities are conducted online (CN2, MF3, NR2, NR4, TC1,
MD1) with regular refreshers or reviews of previous information (NR5, TC1, RT2). The

methods used to conduct the training include:
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o Casestudies (PS3, RT3)
e Masterclass (SP(P)1)
e Scenarios (MF1, CN2, MF3, NR4, TC1)
0 Usedto highlight cultural differencesin different countries (NR2)
e Audio-visua (NR4, TC1)
e Presentations/ qualified or specialist speakers from inside and outside the
organization (NR1, SP(P)1, NR4)
e Issue-specific conferences (PS1)
e  Subscriptions to magazines, journals etc. (SP(P)1)

e One-to-one meetings (MD1)

4.3.8. Conclusion of Phase 4 — Rollout

This phase focused on rollout of the strategy and its supporting documents, structures and

processes both internally and externally and was the first of the implementation stages.

Although not discussed by many participants, it was clear from the discussion that the
rollout phase isacritical onein future iterations of strategy, key supporting documents,
structures, processes, and/ or mgjor company initiatives. The decisions, activities and
processes are likely to be similar, with the exception that by the time the strategy is being
revised, it ismore likely to have achieved a critical mass of buy-in and support, therefore

only requiring launch/ rollout of the changes and arefresher of the rest.

Krista Bondy Chapter 4 — Standardized Practices of CSR 180



4.3.9. Phase5— Embedding, Administration and Review

Phase five focuses on how participant companies are integrating CSR into the daily
operations of the organization by setting the structures and processes devel oped earlier
into action. Thisisthe second of the implementation phases and focuses on embedding
CSR (TC1) by making it part of the DNA of the organization (SP(P)1, NR4). While two
participants indicated this process of embedding happens differently in different countries
(NG(P)1, NR3), very little evidence was put forward by any of the participants to indicate
how this happened differentially (other than differencesin formal policy) — they just

intuitively knew it was a different process.

Embedding/ integrating CSR into the organization was recognised by most participants as
critical for its success and as not effectiveif itisjust a‘bolt-on’ (SP(P)1, RT1). This
means that CSR becomes aregular part of day-to-day activities (PS3, RT4) and
conversations (RT3). Not only does the CSR strategy help to identify issues of critical
importance to the business and therefore embed issues (SP(P)1), but key leaders,
champions and the key CSR person have a significant impact in encouraging participation
and ownership of CSR, thus helping to embed it more deeply with the organization (NR4,

RT1, RT3).

In order to embed CSR, some participants felt that companies must move from arule-
based approach to a culture-based approach to CSR, where people learn CSR values and
incorporate them into all aspects of their life (PS3), using all best practice elements
available to the company through arange of disciplines (e.g. best practice on

communicating strategy comes from within the marketing discipline) (NR4). Embedding
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CSR is aso made more effective when similar values are used throughout the entire value
chain (MF1), creating a common identity and goal between suppliers, the company and its

customers €tc.

As CSR becomesincreasingly embedded, it achieves better visibility and emphasis within
the company (NR6), allowing the company to achieve aleadership position within
industry on CSR more broadly (RT4). Although recognized as difficult, some companies
attempt to use metrics to monitor levels of embeddedness (MF4), with the ultimate goal of
working towards there being no need for aformal CSR strategy separate from the overall

business strategy (MF1, SP(P)1, RT1).

While Phase four is partially organized around obtaining the values, commitments,
systems, structures and initiativesin place at the appropriate level, Phase five is organized
around activities related to how those systems are performing and reviewing them to

improve future performance.

Monitoring, auditing, verification, measurement, reporting and compliance sub-processes
form the bulk of implementation activity included within Phase five and are the last of the
key systems critical in implementing CSR that were identified by participants. As
mentioned at the beginning of this chapter, the timing of the sub-processes on the diagram
corresponds to the latest point in the overall process that the particular sub-process needs
to be created and ready for implementation. Because these sub-processes are the key
implementation instruments and form the bulk of Phase five, they will be discussed prior

to the two clusters.

Krista Bondy Chapter 4 — Standardized Practices of CSR 182



Figure 14 Standardized Practices— Phase 5

PHASE 5 — EMBEDDING, ADMINISTRATION & REVIEW
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4.39.1. Process Management/ Governance Process 6 — Monitoring, Auditing &
Verification
Monitoring and auditing are seen by participants as one of the key methods for generating
evidence of performance (NR3), which may be part of the financial (MF4) and/ or yearly
(RT1) audit or may be a separate internal (CN2, MF2) or independent (NG(P)1) process.
Companies decide on the structure of their audit team with some participants using
multistakeholder teams (both internal and external stakeholders) (PS1, NR6),
multidisciplinary teams made up of different functiona people from around the business

(NR3), or having a senior manager responsible for commissioning external audits (PS1).

RT1 and NR6 suggest a very similar formal audit process where the internal audit group
(linked closely with the risk and control sub-process found in Phase 2) look at everything
done by the CSR people (RT1) to make sure what is being said and done is both correct
and verifiable (RT1). Audits conducted by external groups are conducted on ayearly
basis with a confidential report submitted to the board which highlights all points of risk
exposure based on CSR issues (RT1). The CSR strategy and systems form the basis of
audits conducted by both internal and external groups (NR6), whichisacritical factor in
providing assurance to the public that the company is taking action on its commitments

and is doing everything possible within current operating conditions.

RT2 indicates the Ethical Trading Initiative processis atypical best practice for social
auditing in the supply chain which includes:

e Management interviews

e Health and safety audit of the building

e Worker interviews
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e Examination of the document trail on range of issues
e Feedback on non-compliance

e Creating an action plan for the supplier with corrective action and timeframe

Types of audits mentioned by participants include:
e Internal audits on complaints (MF1)
e Human rights (MF4)
e Community development projects (NR6)
e Procurement practices (RT2)
e Suppliers (RT3, RT4, RT6, RT8)
e Against strategy (MF4, NR6)
0 Fiveyear plan (NR3)

0 Impact of strategy (PS1)

4.3.9.2.  Process Management/ Governance Process 7 — Measurement

Many participant companies were experiencing difficulties with measurement,
particularly in identifying metrics that were appropriate for helping to measure
performance accurately, and to help identify the root cause of problemsin improving
performance. Thus, many were working to improve and/ or create measurement systems
based on CSR issues (RT1, SP(P)1, MD1, PS2, CN2, PS1, MF4). While KPIs are used to
signify important issues (RT4) and motivate action within the business (RT4), the existing
metrics were too crude, and too quantitative to be effective in measuring either accurate
performance and/ or root cause. Thus, some participants suggested that to create
appropriate metrics, both qualitative and quantitative measures (e.g. stories, case studies,

near misses) at different levels of specificity and within the business needed to be grouped
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to see the bigger picture (PS1, CN2, PS3). These metrics need to focus on outcomes
(PS1), be clear about what is being measured (PS1) and provide trends over time so
companies can see relative performance (MF4). They are intended to provide assurance to
all stakeholders that the company is acting on their CSR targets and making satisfactory

performance given operating conditions (NR3, MF4).

Participants suggested that when KPIs are developed they should be ‘ proper KPIS or in
other words, measures that are relative to other business measures (PS3) and should only
be reported when the business knows they can achieve them (RT4, TR1). There were
some concerns with the challenges around tracking and reporting metrics on varied global
assets (NR2) and on the difficulties associated more generally with measuring ethics
(MF4) or systems designed to prevent behaviour (MF4). One suggestion was to create
KPIsonly where they are appropriate across different operational locations and are
relevant to the business and the way it operates (PS1). However, this was considered to be

the holy grail and as yet unachieved (PS1).

Four different participants provided models of how they develop their key metrics:

PS1 starts by considering the issues affecting the relevant stakeholder groups, possible
measures for these and all implications of these measures including risks to the company.
They ask ‘what do | want to measure? and ‘ does this potential metric measure what |
intend to measure and/ or understand? . Depending on the issue, they then focus on
measuring the effectiveness of the commitments, investment in programs, replicability,

how much support was needed for the programs and projects, short and long term impacts
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on the stakeholder groups (including the company), whether the objective was achieved,

the effectiveness of the task force etc.

PS3 starts with their risk assessment and identifies the significant risks to the business
from individual businesses and across the business. This means that they also take on
board issues that are identified externally such asinvestor concerns. They determine how
significant the risk isto the business overall even if only relevant in afew areas. They
look at the rating bodies and indices to see what the key issues are and look at what
stakeholders are saying during their dialogue with them. They also refer to external guides
such as (GRI, BITC, DEFRA) for performance indicators that are being used and what is
considered best practice. They then cross-reference these external sources with their risk
assessment to seeif the indicators are useful and how the risks map to the different

guides.

RT4 starts with the CSR strategy and chooses indicators to measure key areas of the
strategy, and what investors and indices are asking them to report on. They then try to
justify these indicators based on business reasons (e.g. justify measuring energy
consumption becauseit is critica to the business). These indicators are then used to report
information to the board and to identify best practice internally so that successful
practices can be moved to other parts of the business and are used as a baseline for future
performance. They also ensure the indicators fit within the legal frame, refer to external
guides such as GRI and AA1000 to seeif they have useful information, talk to external
stakeholders, use information gathered in discussions at industry collaborations and have
the numbers verified externally to ensure their accuracy and usefulness for them as an

organization. They review these metrics on aregular basis.
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TC1 indicated that their model began by talking to the different functional areas about
what KPIs they have, which ones they should have and are very influenced by , and

external guides such as DEFRA and GRI.

4.39.3. Process Management/ Governance Process 8 — Reporting
Virtually all participating companies are involved in preparing some kind of CSR report,
whether it is afew pages in the annual report, a small section on their website, or afull

150 page CSR report with 450 pages of supporting information and data online.

In some cases, participants indicated the legal requirement to report (PS3, MF2) athough
thisdid not apply to all companiesin all jurisdictions. Most companies make their report
available publicly (PS3, CN2) with every attempt made to represent a transparent account
of the activities during the time frame covering the report (NR2, RT4). Participants
suggested either that their reports are or should be rigorous (CN2), consistent (NR4, NR6)
and focus on issues material to the business (PS3, PS1), with additional supporting
materia online (PS3, MF4). Some suggested that their reports are created by a
multistakeholder group and ensure that stakeholder feedback is collated and fed back into
the future reporting cycle (PS2, PS1), some preferring case studies, and others evidence

based-reporting (PS3, RT4).

Reports are written in a tone appropriate for the target audience (PS3), such as investors
and employees (PS3, RT4). Reports aso focus on awide range of areas including key
issues, priorities and risks (PS3), issues of interest to stakeholders (RT4), include
accidents and incidents (CN2), audit results (PS1), payments to governments (NR2),

supplier performance (RT3), KPIs (RT4), performance/ progress on initiatives and
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strategy (RT4, MF1, CN2), complaints (MFL, use of sanctions (NR5) and methods for

data collection (RT4).

Some companies were moving away from paper-based reporting to strictly online based
reports (PS1, CN2, PS3) in part for environmental reasons but aso because most people
do not read the reports. The belief isthat stakeholders do not read them so it isan
additional cost that the company does not need to spend (PS3, TC1). Best practiceisto
have the reports (paper and online-based) assured externally by either qualified agencies
or by multistakeholder groups (MF4, PS3, RT4, TC1, NR6, NGP(P)1).Reports can force
the company to look more closely at itself, the relevant issues, and how they have

responded to these issues historically (CN2).

4.3.9.4. Process Management/ Governance Process 9 — Compliance
The compliance sub-process is comprised mainly of aregular assurance and audit process,

channels for whistleblowers, investigations and a set of sanctions for breach of the

strategy.

4.39.4.1. Annual Compliance Process

Thisisthe process whereby the managers of all business units and/or geographical areas
report back to a central function to certify or provide assurance on their performance
against the CSR strategy, supported by evidence of this performance. This certification is
subject to audit (MF2, NR2, NR5, NR4, TC1, SP(P)1, RT6, MD1). Five different

participants provided models of the self-assurance process.
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TC1 starts with an email from the CEO which is cascaded down through the business, any
breachesin the strategy or internal controls are identified, these are investigated and then
certified as to whether a verified breach has occurred. Thisinformation is then fed back

through the different levels eventually reaching the CEO (TC1).

NR4 starts at the local level where team leaders/ managers/ supervisors etc. sit with their
team to discuss the strategy and their conduct relative to it. Team leaders etc. are then
asked to verify that a conversation has taken place and that the strategy has been rolled
out to their team. They are also asked to forward information about any challenges they
faced, decisions they made regarding the strategy and when they needed to refer to the
strategy to shape their behaviour. Each team leader then sits with their boss and the

information is cascaded up to the CEO.

NRS5 starts by asking each business head to write aletter of assuranceto the CEO that is
guided by a set of questions about issues that have arisen in connection with the strategy.
Questions include how the business promoted the strategy, how many people it
disciplined during the year, what it has done with suppliers and contractors and what it
has done with regard to significant issues such as human rights, labour issues, persond
development, community relations etc. These responses are summarized for the board and
then debated. The CEO, on behalf of the board, then writes back to the business heads
with aletter indicating trends around the group, how that relates to the performance of the
specific business, where the board thinks they have done well, areas where they have

more work to do and priority areas for the coming year.
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NR2 asks all employees and major contractors around the world to sign off on the strategy

and send a certificate of compliance to the CEO every year.

MF2 asks the manager of each business unit to sign off on the strategy to indicate that for
the business for which they are responsible, they have adhered to the strategy and if not to

indicate why this was the case.

4.39.4.2. Independent Whistleblower System

Thisis normally a phone-in line where employees, contractors, sub-contractors etc. can
call in any breaches they believe have been made of the CSR strategy (MF1, MF4, CN2,
NR5, RT3, NR4, MF2, TC1, MD1). In some cases due to problems with telephone
exchanges, physical mail systems have been set up to provide concerned staff with a
confidential, anonymous route for making a complaint. One participant highlighted the
need to ensure the system is capable of responding to concerns in the language of all

operating countries (MF1).

Non-retaliation policies are in place that would see those retaliating against a good faith
complaint are fired from their jobs (NR4, MF1). Some companies however have had
problems with this type of anonymous reporting, particularly in Asian countries, where

people make malicious complaints against bosses or co-workers.

4.3.9.4.3. Investigations
Most companies have some rudimentary (if not advanced) system of investigations for
breaches of the strategy (NR1, CN2, RT3, NR4). More advanced companies begin with a

set of guidelines stating how the investigations will be done and by who (both internal and

Krista Bondy Chapter 4 — Standardized Practices of CSR 191



external people where possible) (NR4). All complaints are investigated in good faith, by
impartial professionals, regardless of who isimplicated (NR1), with the purpose of
identifying the root cause of the breach (NR1). If the complaint is severe and looks likely
to be true, the accused person is suspended pending the outcome of the investigation

(NR1).

4.3.9.4.4. Sanctiond Corrective Actions

These are put in place for individuals who breach the strategy (NR3, MF1, NR5) or who
retaliate/ provide amalicious complaint (MF1). Sanctions are applied consistently
regardless of level within the business (CEO treated the same as a factory worker) (NR4,
TC1, MF1) and include warnings (NR5), systematic corrective actions (NR5, CN2) and

dismissals (NRS5, RT3, MF2).

4.3.9.5. Cluster 10 — Communicate Performance and Get Feedback

In this cluster, the company looks at the effectiveness of the sub-processes and uses these
to prove performance against the strategy (RT4, CN2, PS3). Thisincludes responding to
any public criticism of existing activities (MF3) and conducting customer (RT3) and
employee surveys (MF1, MF4, MF3, PS3, RT3, NR4, TC1, TR1) to determine what each
groups thinks about company practices including CSR and how the company isliving up
to its values and commitments. These surveys tend to be conducted on aregular basis

(e.g. every 2-3 years) by an independent organization that can ensure the anonymity of the

respondents.

This performance is then discussed at staff meetings (SP(P)1), typically as part of the

annual compliance process.
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4.39.6. Cluster 11 — Analyze Feedback, Respond and Communicate

All information gathered through the sub-processes and other activities is then subject to a
senior management review on CSR. Managers report upwards on performance against
values and commitments, where key issues and risks are identified based on the current
and past data and to set priorities for the coming years (CN2, RT3, MD1). Again, these
typically happen once a year in conjunction with the annual compliance process but
sometime require more significant review processes every 3-5 years which includes a

review of the strategy (CN2, RT3).

Information collected in this and previous phasesis used to create the necessary
documents for rating and ranking bodies and for awards (RT4, SP(P)1, PS3, RT3, RT5).
Some companies also decide to become involved in public policy debates and thus
become more involved in the politics of CSR (NR6, RT4, PS3). During this phase,
companies also re-evaluate their partnerships to determine whether they were vauable
and should be continued, or whether they should be discontinued (MF4, NR3, NR6). This
re-evaluation tends to happen on a more adhoc, informal basis as the two parties get to
know each other better and can decide whether it is mutually beneficial to continue the

partnership.

Documents are standardized if this has not yet been completed during other processes
(RT1) and participants indicated it isimportant for the company to engage in a process of
reinforcing/ refreshing the strategy (NR4, NR6, TR1). Thisincludes such things as
organizing values days, adding messages of the day on employee intranets regarding
upcoming and past CSR activities, encouraging people to participate in discussion groups,

development of upcoming initiatives, volunteering to work with external stakeholders or
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to participate in site audits and report creation etc. These are mgor publicity campaigns
that refocus people' s attention on recent activities and reinforce the underlying values and

commitments (NR6).

4.3.10. Conclusion of Phase 5 — Embedding, Administration and Review

Phase five focuses on the core of implementation through the key sub-processes that
either have already been introduced, or are introduced in this phase, and looks at how they
are performing. Regardless of how mature a company is at CSR engagement, this phase is
aways important. Certain activities may no longer be appropriate but others may be

identified as part of the regular review system.

4.3.11.Phase 6 — Continual | mprovement

This phase focuses on scanning the environment and creating a culture of CSR. It has one
cluster focused on revising strategy to improve future performance and outcomes for all

stakeholders.

Aswas suggested earlier, participants review their performance, and the strategy, values,
commitments, structures and processes on aregular basis such as every three to five years
(MF4, NR2, PS3, NR6, RT5). This does not mean that every review will result in major
changes, but ensures that these elements are still relevant to the business and its key
stakeholders. These reviews tend to occur in stages to ensure they are not cumbersome for
those involved in the process and can build upon each other (MF4, NR3, NR6). This
includes constantly scanning the internal and external environment to be aware of new

issues, concerns, and opportunities as they first arise to determine their applicability or
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relevance to the company and ensure they are fed back into company decision-making
(MF4, RT3, RT4, PS3). Some participants suggest that their companies engage early in
areas of potential concern to key stakeholders, or stakeholders that may become more

significant in the future (RT3, PS3).

Participants indicate that at later stages in the implementation of CSR, the company works
to build a culture of CSR (PS1, MF1, NR5, PS3) where CSR considerations are an
integrated part of day-to-day operations and considered equally among other business
imperatives. This means allowing actors and objectives to change as the company matures
in its CSR engagement (NG(P)1), to demonstrate the benefits of the strategy and
involvement in CSR (CN1) and ensure that CSR is one of the key strategic driversin
future iterations of business strategy (SP(P)1). Thisincludes allocating sufficient funds

for future CSR activities (NRG6).
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Figure 15 Standar dized Practices— Phase 6

PHASE 6 — CONTINUAL IMPROVEMENT
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Constantly Scan External Environment (MF4, RT3, RT4, PS3)

Support Employee Efforts at Implementation (PS3)

Create CSR ldentity & Culture (PS1, MF1, NR5, PS3)

Allow Actors & Objectives to Change as Process Matures (NG(P)1)

Demonstrate Benefits of Strategy (CN1)

Include CSR as Primary Strategic Driver in Future (SP(P)1)

Allocate Funds for Future Development Projects (NR6)
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4.3.12. Conclusion of Phase 6 — Continual | mprovement

Phase six emphasizes the need to make continual improvements on CSR efforts based on

the review conducted earlier in implementation efforts.

4.4. Evidence of thelnstitution of CSR

The Standardized Practices reflect the fact that the MNCs in the study develop and
implement CSR strategy using very similar systems, processes and activities. The striking
similarity between participant companies and their approach to CSR indicates some kind
of wider environmental pressure for sameness in approach. Whether thisis aresult of
primarily coercive, mimetic and/ or normative pressure (DiMaggio and Powell 1983)
changes depending on the organization, although al MNCs were responding to elements
of each type of pressure. Thus, the isomorphic pressure for certain types of systems,
processes and activities suggests that there is some degree of stability around these
practices, and the norms and rules underpinning them. Therefore, it is possible to suggest
that the Standardized Practices are an isomorphic form of CSR that isin fact empirical
evidence of the existence of an institution of CSR. The Practices, in combination with the
conceptual work presented in Chapter 2, suggest that an institution of CSR exists, and that
it has a particular form when implemented in MNCs. Whether this represents convergence
or sameness is unclear based on the current data. What is clear however is that these
Practices have attained a level of legitimacy sufficient for their replication within MNCs
as credible tools for developing and implementing CSR strategy. This replication is aided
by the fact that the magjority of systems and processes in place for addressing CSR are
already in use by business but for other more traditional organizational requirements. For

instance, the annual financial reporting system has been slightly modified to create the
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CSR reporting systems with similar reporting styles, structures, types of measurements
etc. Thisisalso true of the risk procedures, hiring and training practices, communications
devices and channels, measurements and to some extent even monitoring and auditing.
Even the most uncommon of the traditional business tools — stakeholder consultation —
has been in use for marketing purposes to identify who the organization’s customers are,
their preferences, and even co-creation in some cases for new products. None of the
systems or processes in use by the sample companies were new to them, and were
generaly agreed to be the best use of corporate resources for engaging with CSR from a
business perspective. Thus the Standardized Practices of CSR have primarily been
coopted from other parts of the business and utilized extensively with CSR, and reflect the

existence of an institution of CSR.

45. Conclusion

The discussion in this chapter resultsin five key points:

1. All systems, processes and activities mentioned by interview research participants
have been organized and presented in the form of the Standardized Practices or
ideal form (Mintzberg 1979),

2. These Practices represent the creation of adetailed model or guide for companies
operating across national borders and that is supported by empirical research that
isuseful to practitioners. It istherefore one of the key applied outputs of this
research and responds to both gaps identified in the ‘implementing CSR’
literature,

3. The Practices surrounding CSR within MNCs are largely similar,
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4. Thissimilarity isaresult of pressures existing within the external environment,
pointing to isomorphism and stability of these practices and the existence of an
institution of CSR, and

5. Themagority of systems and processesin use for CSR are already understood by

business.

First, the similarity of approachesto CSR at the MNC level provides an opportunity to
present an aggregate of all systems, processes and activities mentioned in an ideal form
that is useful for practitioners and academics alike. Second, the Standardized Practices
thus respond to the two key gapsin the ‘implementing CSR’ literature indicated in
Chapter 2 by providing detailed, empirically based guidance that reflects the fluidity and
complexity of implementation in practice (Rijnders and Boer 2004), and that is
appropriate to companies that work in atransboundary environment. Third, the fact that
these practices are largely similar between participant companies leads to fourth, that this
provides evidence of isomorphic pressure within the operating environment of these
companies, that creates stability in the understanding of what is legitimate and credible
with regard to CSR, thus providing empirical support for the existence of an institution of
CSR. Fifth, the majority of these Practices are ones that business already understands due
to their use in existing functions, therefore aiding the replication and uptake of these

practices within MNCs.

While this chapter details the Standardized Practices and what they mean for the
institution of CSR, Chapter 6 looks specifically at the three substantive areas of difference
identified in the research and the implications this has for our understanding of the

institution of CSR and the role of agency in shaping institutions. The next chapter
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however creates a bridge between the two chapters by discussing evidence of the
individual, organizational and national/ transnational context that affects the form of CSR

within organizations.
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5. Contextual Influenceson CSR within MNCs

5.1. Purposeand Aims

The previous chapter illustrated the Standardized Practices of CSR, thus providing
evidence of an institution of CSR with relative stability and development. This chapter
discusses pressures existing at different levels (individual, organizational and
national/transnational) and how they influence the nature of CSR as indicated by both
interview and case study research evidence. It is possible to understand these different
levels of context influencing CSR by investigating how individuals working to implement
it perceive the pressures they face from both inside and outside the organization. It thus
draws on the Aguileraet al (2007) model as an organizing framework for the pressures
identified, although no significant distinction was made by research participants between
the national and transnational levels. Therefore, this chapter is broken into three sections:
individual level pressures, organizational level pressures and national/ transnational level
pressures. The chapter has two aims:

1. Describetheindividual, organizational and national/ transnational pressures

affecting CSR within MNCs, and
2. Tolink these pressures with NI theory as further evidence of isomorphic pressure

on organizations resulting from an institution of CSR.

5.2. Contextual Influences

Based on the discussion in Chapter 2, it is clear that pressures within an organization’s
operating environment have a significant impact on how it is formed, operates and thus

how decisions are made on arange of issues including developing and implementing CSR
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strategy. For the remainder of this chapter, the discussion of pressures will focus not on
what is stated in the literature, but on those factors deemed important by interview and
case study research participants. Both groups indicated contextual influences at three

levels: individual, organizational and national/ transnational.

At theindividual level, the influence of these factors was not as deliberate and/or
constructive as was suggested by the NI literature. The data suggests three areas at the
individual level that were significant in the development and implementation of CSR
strategy: perception of CSR, perception of the appropriate role of business in society, and
individual values and characteristics. At the organizationa level, there is evidence to
suggest that three organizational factors were influential in CSR development and
implementation: the culture of the organization, itslegacy, and its attitudes towards its
employees. At the national/transnational level four distinct areas were highlighted within
the data: the law, government, other stakeholders, and foreign national culture. The three
levels of context impact how the companies understand and shape CSR within their
organization by affecting both attitudes and actions around the development and
implementation of CSR strategy. Therefore, the context (or institutional framework in
which the organization exists) has a significant effect on the Standardized Practices and
thus the institution of CSR described in the previous chapter, and is mitigated and shaped

by the strategic responses of MNCs discussed in the next chapter (Chapter 6).

5.2.1. Individual Influences

At theindividual level, data from this research suggests that the development and
implementation of CSR strategy is affected in the main by three areas: the perception of

CSR in either positive or negative terms, the view of the appropriate role of businessin
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society from asocia institution to a profit-making vehicle, and the values and

characteristics that support these attitudes.

52.1.1. Perception of CSR

Individual perception of CSR can be understood simply as being on a continuum from
positive to negative, where individuals who have positive feelings and attitudes towards
CSR will tend to encourage and expand CSR development and implementation within the
organization, and may in fact act as champions or institutional entrepreneurs around CSR
issues (e.g. Creed et al 2002, Thompson and Driver 2005). Those with negative feelings
and attitudes towards CSR will tend to minimize and undermine CSR activities. Thus,

positive or negative attitudes towards CSR impacts key decisions are made around CSR.

Rather unsurprisingly, CSR was viewed in arelatively positive light throughout the
interviews. Interview participants were primarily those responsible for implementing the
CSR strategy within their organization and many were relatively uninterested or
uncomfortabl e talking about the challenges they had or were facing. Most interviewees
presented their company’s CSR activities in the best light possible and themselves as
highly moral and fully engaged. Because interviews are limited in time and thusin
relationship building, it is difficult to identify the difference between presentational and
operational datain some of them. Therefore it is difficult to determine whether the
interview participants had a positive attitude towards CSR, or rather wanted others
(including the researcher) to believe that to be the case. Within a number of interviews, it
was suspected that those in charge of CSR implementation within the organization viewed
CSR as an obligation that must be met within the marketplace and had little value outside

business case reasons. Because CSR isincreasingly an expectation within the
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marketplace, being seen to engage and thus have a reputation for CSR is critical and may

explain why CSR was rarely discussed in negative terms within the interviews.

With those observations in mind, the interviewees tended to articulate CSR in positive
language. The tone of these discussionsis best illustrated by MF2's comments where he
describes the universal agreement he gets across their global operating locations about the

validity and importance of CSR:

MF2: | think uhm I’ ve never had any push back, I’ ve never had any body say | don't
understand why the business does this, uhm | think every, I’ ve always met univer sal
agreement, around theworld everywhere|’ve ever been and talked about thisthat the
business needsit and that itsright and proper. Uh its, there are certain parts of the world
where, uhm where | get told yes you know we agree, we absolutely agree with it but you must
understand that there are certain business practices in this culture in which you know we've
not, we we wouldn’t altogether great if you discussed them in London or New Y ork ((laughs))
uhm and | always make the point that you will never change that business conduct uh
practices unless you stand up for what is right and proper, so you know can | swear 100% that
our sales practicesin certain parts of Latin America or our labour practices in China are 100%
absolutely clean? No,

R: but no company can

MF2: no company ever can

R: nope

MF2: uhm but generally speaking culturally I’ve aways found it readily accepted, uh and
from the majority of people I’ ve always found not only that they accept it but very
wholehearted support for uh the fact that the businessiis ethical, does have standards, and will

stand up for what isright. Its very straight forward (pp. 17-18).

Asillustrated by MF2, CSR is articulated as being a fundamentally positive, uncontested

concept that businesses are engaging in ‘wholeheartedly’ . This theme ran through many
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of the interviews in a much more subtle way through the use of positive language when
talking about specific CSR initiatives and reasons for engaging in CSR, although again
there is some specul ation about whether the positive attitude of some interviewees was

purely presentational.

The way in which perception of CSR affected the development and implementation of
strategy was much more striking from within case study resear ch. At the point of
entering the field, two departments were formally involved in the development and
implementation of CSR within the organization. The CSR group, comprising the
Responsible Tourism (RT) manager and her two bosses generally spoke of CSR in
positive terms, while the Communications department on the other hand, tended to speak
of CSR in more negative terms. The RT manager (as the main force for CSR within the
organization) did put some effort into making CSR more visible within the organization
through discussing CSR with colleagues in close physical proximity to her desk, in trying
to further a paper recycling program within the head office, and in attending industry
events focused on creating CSR based supplier assessment criteria. While clearly
disinterested in CSR at a personal level, the RT manager did speak in positive terms about
CSR and work to move the agenda forward, if only slightly. The Communications
department however actively worked to reduce CSR to a compliance activity, which
according to other managers was due to the fact that the senior manager in charge of

Communications believed CSR was irrelevant and awaste of time.

TRI11: and we're always gonna stay alittle bit behind [with regard to CSR initiatives], so
those are self-imposed constraints that we' ve put on ourselves uhm so | guess you could say
yes we' ve got the costs, yes the fact that we' ve committed ourselves to lagging everybody else
uhm which is, | mean those are the things [the senior manager of Communications] is

constantly discussing...this[CSR report] is mainly a negative and reactive exercise and its
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likeit saysat the bottom of [the draft version of the CSR report] you know [the senior
manager of Communications] wanted meto put thislinein because that’shisview in a
line. We're complying, effectively. So it its not you know it’snot legal but it’s still

regulatory thereisathereisarequirement for something to be done.

Thus, in the case study resear ch, the generally positive attitude of CSR held by the RT
manager resulted in some forward movement on CSR within the organization, whereas
the negative attitude of the senior manager in charge of Communications had alimiting
effect on CSR progress. For instance, the senior manager in charge of Communications
wanted to reduce CSR to a compliance activity that required little action. According to the
informal accounts of others, he did not see CSR as having anything other than marginal
benefit for the organization in the form of complying with market expectations, and
believed anything beyond this was a waste of resources. This attitude is reflected in the

following quote discussing the creation of their CSR report:

TRI11: so, my aim isto get a piece of work [on CSR to put in the annual report] that’s honest,
that’s open, that doesn’t stretch the truth, that doesn’t on the other side that doesn’t commit
the business uh unfairly, or tie its hands in the future ... because we don’'t seeit as being
particularly relevant to staff, or customers, largely uh afew external bodies, investors who
want to tick the box and for ingtitutional uh investor bodies. Uh now both of those could be
dealt with privately. So we'retucking thisinto the annual report which isonly read by
those people largely, uh in all of the, they tick a box. Now that philosophy, is has got us
thisfar, but it can’t take us much further. Soin 5 years time we may be still on this, which
will get updated each year because if that’s the goal we've set ourselves, we're aready you
know, largely there. So your achievement is limited by the goals you set yourselves. Yaand

that’sit. We have set ourselves very very restrained goals.

Alternatively, the RT manager wanted to maintain tight control over the development of

CSR strategy, in part to fit with her own agenda for CSR within the organization and in
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part as a response to the actions of the Communications department. She appeared to
believe in the benefits possible from CSR both for the MNC and for its stakeholders
although these benefits did not seem well defined or understood. She clearly also saw
CSR as having benefits for her personally in part because she believed that as CSR
became more important within the organization, her position of RT manager became more
secure. Theresults of her activity, largely supported by her two bosses, were to continue
actively working with industry bodies to create a set of supplier assessment criteria
around CSR issues, further work on the recycling policy within the head office locations,
and to re-work the existing responsible tourism policy to include information from a
previous CSR statement made by the MNC. Thus, she continued to expand the visibility

of CSR both within, but mainly outside the organization.

Therefore, individual perceptions of CSR heavily influence the attitudes of those involved
in the development and implementation of CSR strategy, and thus the institution of CSR.
The view individual s have of the appropriate role for businessin society also playsarole

in how individuals perceive CSR and thusin how it is developed and implemented.

5.2.1.2. Perception of the Role of Businessin Society

Whileit is recognized that businesses have alegal fiduciary duty to maximize owners
investments, some people believe that an MNC must consider more than just single
bottom line considerations (Elkington 1997) or non-market issues (Baron 2003) during
the course of operations to ensure that their legal and ethical duties are met. Thus, an
individual’s belief about the role of businessin society, as a profit-making vehicle on one
hand, or asocia institution on the other, also has an impact on the development and

implementation of CSR strategy. Interviewees ranged from viewing business purely in
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terms of its ability to generate profits, to believing in the necessity for business to fulfill

its obligations as one of many socia institutions within society.

Some interviewees emphasized the importance of making a profit:

MF2: now I’ m sorry we think our business isto make a return on our shareholders money and
run a business and give consumers very good products, increasingly good products. We think
that’s what we're here to do. We don't think its our responsibility to uhm move the debate
forward on global ethical standards. We think its our job to live by acceptable ethical

standards around the world (pp. 21-22).

CN1: you know do they care about their employees, do they care about their neighbours, or is
the company, as many are, truly uh launched head long into profit for profit’s sake and
nothing else, damn the torpedoes, and that happens, | uh let’sfaceit industry isin business
to make money and and anybody who thinks otherwiseis a fool

R: exactly, | mean that’stheir mandateisn’t it so

CN1: absolutely

R: ya

CN1: absolutely that’s number one. And this other stuff is part of the package but its not at the

heart of the package (p.32).

PS3: well even know there's there's a whole debate about whether businesses have anything to
do with human rightsat al | mean there is one view, take the Amnesty view of businessisyou
know should be very heavily involved in. And you take the CBI, which its got nothing to do
with business. | | guess our thoughtswere that most people would bein the ‘what'sthe
benefit to the business', particularly our employees, and particularly our American

employees (p.7).
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Other interviewees described business as having a social role above and beyond making
profit, where the role of a corporation isto fulfill multiple social and environmenta goals

including generating wealth at the same time as contributing to society:

MF4: | mean, obviously, the fiduciary responsibility of our board isto maximize shareholder
return. But | think now ther€'san ongoing recognition in businessthat if you don't take
account of stakeholder concernsyou may actually reach a buffer and then you can fall

off the cliff. Soreally it'saquestion of getting that uhm that balance correct (p.12).

NR3: but but we must take responsibility for it. It’s no good, the answer to the question
used to be —well you know we employ people and pay taxes ... our ethos[now] isvery
very strongly based on on reciprocal responsibilities. But we certainly acknowledge ours
and we acknowledge the need you know to put fundsin them because you know, but but even
more in a sense we acknowledge the need to engage, to put our skill sets and our experiences
and our assets you know vehicles, accommodation. We can build things, make things, you
know so the things that the company is good at, can be brought to bear to the value, for the

value of acommunity (pp. 22-24)

NRG6: At amore senior level it's recognized that uh you know we have a a broad range of
stakeholders ... that have expectations of us and our industry around uh you know being, you
know, focused on morethan just you know our own profitability, that we have duties and
responsibilitiesto society in general. Uhm it’s at least within within the our senior ranks and
their board of directors and its accepted that that’ s that is, that is the case that you know, that
the way we interact with society, the way we have to be seen as and actually helping on you
know societal needs uh where we can. And that it has you know long-term business value (pp.

17-18).

Within the case study resear ch, this range of perspectives was aso in evidence, from the
belief in business as a profit-generation vehicle, to the business as a social institution.

When asked about what he thought CSR was meant to achieve TRI14 said:
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TRI14: 1 meanif | was afinancial institution uh like | don’'t know lets pick HBOS first as an
example uhm | can't remember their profit number from last year but | imagineitis
somewhere between 6 and 10 billion pounds, well uhm isthat uhm isthat just obscene or isit
uhm fair and equitable and should they be making that much money. Personal view because of
my political stanceis| say good luck to them get on with it that’s what they’re in business to

do (p.3).

When TRI12 was asked the same question, he responded with a very different answer:

TRI12: well | think all corporations need to be good citizens | mean we treat corporations as
fictitious legal entities but corporations need to be good citizens and if we come through
history from the industrial revolution and into my my time as a manager, lets say the last 25
years, uhm where corporations have, not all corporations have approached their business as
good social citizens and they’ re done things to the environment which have you know
polluted rivers, polluted water ways ... and so | think that the purpose of all of thisisto get
corporations on the same track as what society believesis a good societal goal, and if that is
we want clean waterways, we want clean air, uhm we want our workersto work in safe
environments, then who the corporation you know who's a corporationsitsits alegal entity,

corporation made up of the people and the managers who run them (pp. 5-6).

These two informants illustrate the range of perspectives found at senior management
levels within the case and serve to support their belief in what the MNC should be doing
with regard to CSR. For instance, when TRI14 was asked whether he would like to see
the company making commitments towards CSR and if so, what kinds of commitments,
he responded by saying

TRI14: uhm again its back to the caveat that I'd like, | | think one thing I’d want to know is,

and | don't think we know this, is the degree to which itsimportant to our customer base and

if it isimportant to our customer base then the company should be making commitmentsto it

(p-15).
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However, TRI12 talked intermittently throughout the interview about changes to business
in general, changes within the case company regarding the importance of CSR, and also

of the challenges associated with implementation.

While these two informants illustrate the different ends of the spectrum regarding
perceptions of the appropriate role of business in society, the mgjority of managers
believed that business ‘should’ have awider role within society, but due to their current
financial difficulties, it was amost impossible for them to engage in any further CSR
activities until the financial situation was resolved. Some informants, such as TRI12
believed that CSR might in fact help to ‘improve the overall funding of [the company]’
(p-36) but this opinion was in the minority and appears not to have been given much

thought as aviable part of the recovery strategy.

Individual perceptions of the appropriate role for business in society thus have an
influence on the isomorphic form of CSR practices. For instance, if an individua
perceives the role of businessin society as that of a profit-making vehicle, they tend to
think of non-market issues as existing outside the scope and purpose of the organization

and thus the remit of other bodies such as government.

MF2: uhm yes | think we would we would see it in terms that its government’ sjob to govern
and only governments can make decisions about government that are in the best interests of
all. Businessis absolutely and essentially partial in how it seesthe world. We think it is our
job as a business to operate according to the law and to regulate our business in a way that we
believe to be in the best interests of [pause] society while delivering an acceptable return to to
owners of the business. Which means | don't think its for us to move best practice, you know
its not our responsibility to move best practice on, trade union organization in China or uhm

bribery in Latin America, that’s not our role. It is our job to ensure that the labour standard we

Krista Bondy Chapter 5 — Contextual Influences 211



apply in our plants and in our and in procuring from other suppliersin China are at an

acceptable level (pp. 22-23).

Thus MF2 made it very clear that the company is not interested in pushing forward the
voluntary side of CSR and would follow the industry and any government regulations that
were developed. MF2 believed the company exists to generate a profit and should be
advised by government on what constitutes legal operating practices, including on CSR
issues. Within this company, the strategy was created based on expectations existing in
the marketplace, in isolation by senior managers at the head office location, and was
controlled ailmost entirely by local offices due to a decentralized structure and belief that

CSR needsto be relevant to those who are implementing it.

On the other hand, NR6 knows that their business depends on good rel ationships with
local communities and thus believes that the appropriate role for their businessisto work
collaboratively with stakeholders, local communities in particular in the development and
implementation of their CSR strategy. It isin thisway that NR6 ensures its continued
license to operate. As such, the CSR strategy has increasingly been developed in
collaboration with both employees and the details of implementation with afew other
stakeholders from foreign communities near operating locations to ensure benefits
continue to accrue both to the business and its stakeholders, with control of CSR held in
the main at head office but with flexibility in the details |eft to local operational staff in

conjunction with local stakeholders and head office staff.

Therefore, individual attitudes surrounding the appropriate role of business in society
influence the form of CSR within organizations and thus its shape as an ingtitution. Thisis

particularly true if these individuals are powerful members of the organization, influential
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stakeholder groups, or members of the team working on CSR. Both the perception of CSR
and the appropriate role of business in society are impacted by individual values and

identity.

5.2.13. Individual Valuesand Characteristics

How individuals perceive the world is heavily influenced by personal values and
characteristics (Furnham 2005). Persona values and characteristics came through as
subtle, yet clear overlapping themes resulting from the data which tended to highlight
experience in business, strength of personality to push or limit CSR and a sense of
morality in business. These three areas were often discussed together through discussions

of CSR champions or those who wanted to limit CSR within the organization.

Within the inter views, two participants highlighted the importance of the values/ morality
and personality of managers/ change agents and their experience in business as critical in

shaping and moving the CSR agenda forward.

CN1: sointhat case, because of his personality and because of his exposure to the industry
world-wide, he was obviously aware of trends and aware of uh what was the best practice
(laughs) at the time. It was really hisinstigation that led [company X] to begin a much uh
more intensive look at [environmental management systems] and social responsibility,
corporate governance. Uh so he was the one who in fact precipitated the emergence of an

environmental and safety management unit within [company X] (pp.8-9).

RT1: | would argue that so many businesses uhm their CSR agenda isfocused upon the
areathat reflects the background knowledge and the under standing of the person in
charge and then that will determine whereit then sits. So what might happen isif it then
sitsin HR the chances are that the person who runs it will understand alot about diversity and

training, employee forums, they won’t have a clue about environmental issues. If they, if it sits
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within communicationsit will be much more community programs, so the person will
understand about charitable giving. If its an environmental team then they will probably sit
within somewhere like manufacturing. Now the big issueis they don’t necessarily have the
understanding to take in what their colleagues in the other areas think. So what | try and do is
just give each of those things equal balance and that’s where | sort of say that I'm | | | don’t
have knowledge as an expert in any one of those things but | know a little bit about a lot of
things. And then being able to then say Ok lets lets deal with thisin aconsistent way soitsa
difference between what and how and then giving them frameworks within which they
operate. | think that’s what the key is. So so that | think isa personal belief about how to
make thingswork but when you start to then look at the motivations and why things
happen and those things are many many and varied. Our HR director here has areal
passion for cultural diversity. So therefore cultural diversity is something whichisup his

agenda, previous HR directors didn’t have that (pp.39-40).

In both these commentsit is clear that personal beliefs, values, characteristics and
experience come together to influence the form of CSR within the organization. InCN1's
comment, it was the strength of character, industry experience and some personal
motivation that led the individual to push for increased engagement with issues specific to
environment and safety. RT1 demonstrates how the personality, knowledge, experience
and interests of those in charge of CSR have alarge influence on how it is shaped through

such issues as what concerns are given priority and resource within the organization.

NRS3 highlights that the importance of individual morality in a corporate setting,

illustrating how individual values and ethics impact corporate values.

NR3: No | think people understand that there are certain occasions when uhm, one one’s
moral underpinnings say to one, help is needed and we all feel that as human beings. The
company is after al agroup of individuals, someone once said brought together in order to

leverage capital. You know that’'s a company. But you know so our moral, our morality isits
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inal of usso you do those things. However we do believe that it, that broadly speaking

sharehol ders funds should be used to build shareholder value (p.29).

This belief in the moral nature of business was highlighted in one of the interviewsin the
case study resear ch where he suggested that business is moral by virtue of being made
up of humans, thus business ‘morality’ is based on individual morality. He argues that
since humans are moral beings, everyone should have amoral case for the roles that they
play, including their profession.
R: so then why should there be a moral case for the business. Y ou talk about the kind of the
financial case and the moral case, why should a business care about the moral case
TRI11: uhm because we are moral beings, and our development as human beings uhm will get
no where if you're not moral, | mean, you know if if I'mif | say thereisno moral (code),
businesses are not moral institutions, they have no moral fiber. | wouldn’t say that to my wife,
to my children you know so why should | be you know like uhm why should | not care about
morals in the business when | care about them with my friends, | care about them if my
partner is cheating on me, or my children are lying to me or stealing. So its basically just
saying look | want (), and | I’'m not gonnalie to my friends. I’'m not going to lie to my
suppliers or my customers ... so, | think uh the moral case isthat we are, we are all recognize
individually that we all want to live in a moral society and that has great benefits ... that’sthe
test effectively, its what you’ re doing would you mind, the golden rule effectively would you
mind other people doing it to you. So | think, you know, that thisis primarily a uhm a case to
individual business leaders to say that you're the CEO are you acting on the moral case. 'm a
little bit skeptical as viewing corporations as as as single entities effectively with ()
individuals and each the each individual person, whatever they’re doing whether they're a

teacher or housewife or businessman uhm has to have a moral case for what they’re doing (pp.

5-7).

While the mgjority of the previous exampleillustrates how individua values and

characteristics help to shape CSR in a particular direction, or help to expand it within the
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organization, TRI11 also shows how values and characteristics can be used to limit CSR

within an organization.

TRI11: | mean from my own point of view | | I'm pleased to be involved with it, you know |
think its doing to everyone involved with CSR its good for them because they’re having to
think about their area ... but at the moment | think it’sarisk mitigation will be areally good
thing for the business ... [the CSR pages for the annual report are] mainly a negative and
reactive exercise and its like it says at the bottom of (that was why) you know [senior
manager] wanted me to put thisline in because that’ s that’s hisview in aline. We're we're
complying effectively. So it its not you know its not legal but its still regulatory thereisa

there is arequirement for something to be done (pp. 30-31).

Individual values about what isimportant with regard to CSR, knowledge, experience and
identity within the organization can have a significant impact on CSR strategy and how it

is shaped.

The above quote from TRI11 also shows the importance of organizational factorsin
determining whether these individual values, characteristics and perceptions will become
significant in shaping CSR within the organization. The person referred to by both CN1
and RT1 were senior manager level individuals with considerable influence at board level.
TRI11 at middle manager level, however interested he was in CSR, was unable to push
the agenda forward in any meaningful way due to the negative opinion his boss held of

CSR.

5.2.1.4. Organizational Factors Mitigating Degree of Individual I nfluence
Whether an individual and their perceptions, values and characteristics are influential
within the organization isin part determined by organizational and group factors

including their position, the position of their department relative to others, the respect they
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have of others within the organization and the range and strength of both their formal and

informal networks (Pfeffer 1992).

When referring to position and department, in the main, interviewees discussed whether

CSR should be a part of existing line manager responsibilities or whether they should

have dedicated individuals. However, few interviewees talked about the actual position of

CSR and the department relative to others. Some discussed the fact that the key CSR

person acts as afacilitator between different operational units within the business.

RT2: | act as an intermediary between the company and the suppliers which works well (p.2).

RT1: OK, uhm, my job isto uhm coordinate all of theindividual elements of [RT1]'s CSR
activity uhm so that we can maximize the opportunities that this presents and so that all of the
variousindividual elements can cometogether in a coherent fashion uh so, | don’t own

any of the CSR ingredients as such but what | try to do isjoin up the dots (p.1).

NR2: so I am uhm responsible for assisting the various business functions in the
implementation of the the policy, uh development of guidance and and uh sub-policiesthat fit

within the overall framework of the [company code] (p.1).

The few that did discuss these two pointsillustrated the need to appoint key CSR people

who are senior, and to ensure that this person (and his/her team) have good access to the

board.

CN1: and uh what they did initially was to appoint once again a quite arelatively senior
engineering person who had quite alot of research experience and that person was to develop

this uh this unit, wasto hire the staff, develop the policies and procedures and so on (p.9).

RT4: What we didn't have at that time was actually mainstream so so again, what we've done

there is changed it so rather than a separate committee, | report directly back in to the the
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[RT4] board and the executive committee. So it'sreally on their agenda now so the chief
executive putsit on their agenda. They're responsible for for coming and talking to the [CEO]

who is our chief executive our global chief executive (p.9).

While these comments hint at the importance of the position of the key CSR person and
the relative position of the department within the organization, the case study resear ch
detailed how individual perceptions, values and characteristicsin fact were limited based
on the position of the RT manager and the relative position of the department she wasiin.
Her job as RT manager sat two levels below senior manager (therefore she had two line
managers) in a department focused on the quality of holidays. This position was
characterized by little resource, authority or control over organizationa practices, and
most of the senior managers interviewed saw this position as having too little ‘ profile

within the organization to be able to effect real change.

TRI10: | think she's battling on her own at the moment, its actually quite difficult for her in

her position uhm to network and influence the company.

TRI3: and the problem that we have at the moment is that we have uhm you know CSR sort of
sitswith [the RT manager] who | don't think is a senior enough person in the business.
Absolutely not because she can come to me or any of my colleagues and we can just literally

just say well you know ((laughs)) no we're not interested.

Therefore the CSR function was set at too junior alevel to be given much authority and
resource, as well as the ability to influence senior management. Therefore the RT
manager’ s ability to influence CSR at the senior management level was considerably
limited, particularly when the conflict began between her and another department within
the organization that had higher status. This higher status in the other department was

identified mainly through indirect evidence in informal conversations with case
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informants such as the other department had more financia resources, and CSR was seen
as a cost-sink, not an operationally necessary department (TRFGL1), the fear and depth of
threat that could be heard in the comments made by the RT manager and her two line
managers about the other department and the fact that the other department was in the
‘main’ head office building, in close physical proximity to the most powerful individuals
within the organization, whereas the RT manager and the department shewasin werein a
different head office building a half an hour away by car. The size, decoration and care
given to each of these buildings was also telling in regard to where it was seen as
important to spend money and create a ‘ head officeimage’. The ‘main’ head office
building housed 1000 employees, was in anew development with specially designed
‘eco’ building with alarge cafeteria, new carpets and office equipment etc. The head
office where the RT manager and her department resided was a much smaller building
that was over 100 years old, where older equipment was both used and stored for both
head office locations, with asmall cafeteria, and was not kept very clean during the field

work period.

The fact that the communications department was more powerful relative to the one that
housed CSR had a considerable impact on the ability of the RT manager to influence CSR
during the period of the other department’ s involvement. Mid 2006, the case company
was contacted by one of its mgor shareholders who wanted more information about the
company’s policies and performance on CSR issues. This request was made through the
other department who had operational responsibility for dealing with external
stakeholders, shareholdersin particular. Within this department, a manager of similar
level to the RT manager was put in charge of researching and writing a report about CSR

to inform the company and to respond to shareholder questions and concerns. Although
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thisindividual was aware of the CSR manager position within the company, he conducted
his own research into CSR and did not include the RT manager in the research or writing
of the report until much later versions ‘ because he had been directed by the company
secretary to investigate CSR for his own department’ (TRO11). No definition of CSR had
been put forward and it was the other department’s manager’ s information report on CSR
that was to inform senior managers on what to put in the report. The RT manager was
informed that this process was occurring and was ‘let into the loop’ (TRO1) but was not
given any authority over the process. Authority and responsibility for facilitating the

writing of the CSR report was completely in the hands of the other department.

Thus, her position was undermined, and the relative position of her department to other
business units mitigated the potential influence for the RT manager on the devel opment

and implementation of CSR.

5.2.2. Conclusion of Individual Influences

The perceptions, values and characteristics held by individuals involved in CSR can have
asignificant influence on the way in which CSR is shaped but may be mitigated by such
things as the position they hold within the organization, the position of the department
relative to others, how well respected they are within the organization and the strength of

their formal and informal networks.

Clearly, theindividual level of the context isimportant in shaping the isomorphic form of
CSR practices. Whileit is possible to have institutional entrepreneurs/ change agents, or
individuals that limit the possibilities of CSR within an organization, their influence can

be mitigated by organizational and interpersonal factors. Thus the mitigating factors can
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enhance or detract from their ability to influence CSR strategy and in combination are
critical in shaping the devel opment and implementation of CSR within the organization.
The organizational level is also significant in shaping CSR through such things as culture,

legacy and attitudes towards employees.

5.2.3. Organizational I nfluences

Asillustrated in the previous section, individual perceptions, values and characteristics
can have asignificant influence on how CSR strategy is developed and implemented. This
is also true of organizational factors including culture/identity, legacy and attitudes

towards employees.

5.2.3.1. Organizational Culture

According to Schein (1985: 9) cultureis‘a pattern of basic assumptions — invented,
discovered, or developed by a given group asit learns to cope with its problems of
external adaptation and internal integration — that has worked well enough to be
considered valid and, therefore, to be taught to new members as the correct way to
perceive, think and feel in relation to those problems’ (IN Brown 1995). In many cases,
these assumptions are ‘implicit, invisible, intrinsic and informal’ (Scholz 1987:80 IN
Brown 1995) as was highlighted by some of the interviewees. And where some of these
cultural elements were formalized in writing, it was found that they already existed in

many parts of the global business before being formalized.

NR5: With a huge sort of cultural footprint and everyone who worked for us| think had a
sixth sense about what [NR5] was about. We weren't great onesfor writing it all down you
know, but it was a small enough sort of community ... for peopleto have a sense about

what was expected of them if they were an [NR5] employee. They'd read about [NR5]
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every day in the newspapers and and it was al so the sort of company where if you started

working for it, in 90% of the cases you promote worked for it almost all of your career (p.4).

RT3: The day-to-day businessisn't actually explicitly put down uhm and to a point it may not

even be within the the overall job description enough (p. 18).

MF2: | think thirdly what | would say is that we have had the experience of starting from
scratch, with arelatively blank piece of paper which is unusual. | would say that uhm the
biggest surprise wasthe extent to which having implemented global policy or global
policy suite, when you actually went out into the countries and looked into what was
being done, it was mostly being done anyway. So | don’t think that, | don’t think the
practice of major western companiesis going to be far away from ethical standards, even if
you haven’t implemented. So don’t think you are going to massively change the world with

what you' re doing, you' re probably only going to refine what is aready in place (p.32).

These often times implicit but also explicit assumptions were recognized as having a
significant impact on the devel opment and implementation of CSR strategy, whether in

how it is shaped or formalized.

CN1: I've worked in alot of different different countries. We' ve collectively probably worked
in 25 different countries around the world. Everything from ... safety, environment, social,
you know once again is much dependant on the uh theuh, | supposel’m using theterm
culture but it isthe per sonality of the company, which is driven by the senior management,
you know do they care about their employees, do they care about their neighbors, or isthe
company, as many are, truly uh launched head long into profit for profit’s sake and nothing

else, damn the torpedoes (pp. 31-32).

MF1: 3-4 years ago one of the things we didn’t have in our great scheme of uh of of policies
was anything on human rights uh we thought well why do we need a policy on human rights. |
mean the idea that we would employ 14 year old children to fill cylindersis you know, we'd

never do it. But then the question was raised well OK are you certain that al of your sub-
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contractors around the world are not employing people who are at a young age — uhm no. OK
so the questions were being asked and we started uh thinking well OK perhaps we should

[formalize our culture and values] (p.34).

Culture of the organization therefore has an impact on CSR strategy but also on individual
identity of those working within it. The following interview participants illustrate that
having a‘ CSR culture’ has a positive impact on employee identity, morale and attitudes

towards the MNC.

PS1: in fact the first uhm and one of the most prominent questions that was uhm, raised to our
new CEO was uhm, what hislevel of commitment to health and safety, you know beyond how
our job is going to be maintained or secured and what is going to happen and where am |

going to move to the question that uhm the CEO’s kind of first attention among all of the
employees was we' ve developed this strong commitment where what is your stand on it. Uhm
which just shows a really uhm solid commitment by the employeesin the sense of identity
that they’retaking uhm in ensuring that the organization is both a safe and secure and that it

mai ntai ns the commitment to personal safety (p.14)

MF1: well | think, | think we had some very positive responses from our employees. Uh uh , it
was people saying yes we under stand why you are doing it and its good to belong to a
company that isprepared to put these sorts of things out positively and to uh measure

itself against it etc. (p.29).

NR4: uhm and | think its just the concept of how you achieve success, asimportant as success
and you know if you do empirical studiesthey will tell you that employee’s moraleis aways
higher when they feel they work for aaan ethical company. It actually goesto the core
values of people and when they feel a company hasa code and it really uh does stand
behind it. | think it makes it a better place to work, and people feel good about themselves
because ook at all the time we spend at work, so they feel very good about their jobs because

they are doing them with the right boundaries. (pp. 26-27).
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The assumption hereis that the positive attitudes towards CSR existing within the
organization’s culture enable forward progress on CSR activities with fewer internal
obstacles. On the basis of one interview in each of the different companies, it is difficult
to say whether the organizations represented by interviewees did in fact have generally
positive assumptions or signals within the culture around CSR. However, the
organizations were presented as such along with benefits for the brand that were

associated with positive attitudes towards CSR.

NR®6: [The board and senior management team], they believe we have built and are continuing
to build essentially a culture that is not only visible internally, but has built aif you will a

brand, a[NR6] brand that is you know becoming increasingly recognized externally as well

(p-17).

Case study resear ch suggested otherwise. The mgjority of senior managers had a
bottom-line mentality which Wolfe (1988) describes as focusing only on financial success
and the success of short term, financially sound decisions at the expense of longer term
issues. These manageria values are ‘rarely beneficial to the organization and may lead to
excessive political behaviour’ (Furnham 2005, p.418) such as the creation of two
conflicting groups described in detail in Chapter 7. With regard to CSR, senior managers
viewed it asa‘luxury’ either in which the corporation would engage when it did not
conflict with ‘real’ business concerns, or as something important that the MNC should be
thinking about but was restricted due to its financial situation. Examples of those who

believed CSR was not in line with ‘rea’ business concerns said:

TRI14: and | think the danger with, the danger with something like CSR, it will it will get put
to one side if push comesto shove so, if we'retrade if uh | don’t know we've got a disaster |
don’'t know we' ve got to evacuate people from Mexico because of a hurricane uhm and

somebody’ s saying well actually this month we're gonna do a big CSR push on this ya well,
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sorry this people are gonnadie, if we don’t move them or our reputation will be damaged
significantly more than the advantage in the CSR stuff might do so, | think thereisallittle bit

of you're got to take reality into account (pp. 29-30).

TRI8: well ultimately we arein businessto make money and to return the shareholders
wealth, that’swhy we're sitting here. We' ve got to balance responsibility in the community
against the requirements and our responsibilities to our shareholders ultimately uhm if they are
well you know if they would be unhappy with us or want usto go in a certain direction then
they would probably show it ... so you know an outside pressure group really wanted to

influence the way we operate | think it would buy part of us (pp. 7-8).

Examples of those senior managers who believed CSR was important but would not
become a priority at least until the financial situation had improved had the following to

say about CSR within the business:

TRI6: | mean and uh I’'m sure everybody can give reasons uh for becoming not more uh CSR
uh we have come through a very very difficult period and this company 2 years ago was
technically bankrupt. Uhm we are till in the early days of our recovery plan that we you
know we persuaded the banks to support us and turn the debt for equity, uh they did that on
the basis that we gave them athree to five year plan that we believe would see returns for
them. We've got to deliver on that and to my mind that’s got to be the main uhm focus on the
company because we are still pretty much in survival mode and uhm if becoming more uh
socially responsible uhm detracted from our survival plansthen | would say you
(thwarted) your survival plans uh because without [TR1] as a cor por ate entity we can’t

be socially responsible (pp.8-9).

TRI5: | think there is an awareness that we should be doing better than what we're actually
doing. | don't think any of us understand where if any the benefits would lie and thisis, for the
very nature of it aabusiness that has total focus at the moment, well had focused on @)

surviving, b) turning round, which has taken up the last 2-3 years and thisisa, probably in
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the past awould like to have had but we had too much to think about in actually keeping

our heads above water (p.7).

Thus, the majority of informants within the case study resear ch viewed CSR as a luxury
either because it was nice to do when not in conflict with real business concerns, or was
out of their reach dueto financial difficulties. Thus, the organizational culture around
CSR was not very supportive, and efforts towards CSR, outside provision of the
information to interested investors through their annual report, were viewed as

insignificant given other business imperatives.

The culture of the organization, in particular the assumptions held around CSR have an
impact on the importance of it within the organization and thus on the nature of strategy
developed. Cultural signals and their impact on the approach taken to CSR depend
somewhat on the company’ s definition of CSR. If there were positive signals around CSR
within the culture and the culture defined CSR in positive or expanding terms, then it is
possible to expect a more collaborative strategy. Companies that are more positive
towards CSR tend dlightly towards more collaborative engagement because it is
increasingly being defined as a collaborative idea within society, and thus within the
context of the operating environment. On the other hand, negative signals and arestricted
definition of CSR lead to very limited practices, typically based on compliance activities

(see Chapter 6 for details of different strategic responses).

Thus, organizational culture influences the isomorphic form of CSR within the
organization, and due to mimetic and coercive pressures faced by MNCs, may also
influence the potential form of CSR within other organizations within the same industry

or across industry sectors.
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5.2.3.2. Organizational Legacy
The legacy of an organization, specifically its history and nature of the products services

it produces can also have a significant impact on CSR strategy.

Organizational history was highlighted by some interviewees as particularly relevant in

shaping their CSR activities:
PS1: uhm so things like the provision of energy, ensuring a secure supply for the future, all of
those things, uhm, as well as, the kind of more typical or more traditional corporate
responsibility areas such as health and safety, uhm labour relations uhm, fuel poverty
considerations, green power and uhm, kind of the future of the energy make up, are all kind of
embedded in the industry in which we're in. One other factor that has changed the way or
shapesthe way our industry has approached this and indeed the way our company has
approached it, isthe fact that uhm, we come from a regulated background, uhm in the
past as gover nment owned uhm, kind of 15 years ago, the company uhm, had a strong
responsibility uhm tied to its uhm, government uhm, uh, the connection under regulation uhm,
to attend to or to uhm, take account of the kind of broader social issues and was held
responsible for a number of those issues. Uhm even though we're no longer government
owned and government controlled, uhm, some of that responsibility has uhm, maintained has
maintained has been maintained. All of our kind of hearts and minds and their expectations for

what the company does (pp. 5-6)

RT1: uhm | think alot of people who work for [RT1] are very proud of it and recognize the
traditions of the company which goes back to [pre 1900’ s]. And what people seeisthat thisis
not a knee jerk reaction to some external event. Uhm perhaps I’ m being a bit unkind here but
if you look at say MacDonald's ... almost as a knee jerk reaction they have done awhole
series of things to try and make themsel ves appear a healthy eating organization ... and |
think, for for MacDonald’ s the test will be are they still doing thisin 10 yearstime ... now |

don’t have those issues because | can point to the fact that we had electrically powered
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vehicleson the sitein 1914. In 1911 [employee] was appointed the first dedicated female
welfare worker. | can point to the fact that uhm in the 1930’ s we introduced uhm uh
equipment here so we could recycle glass. Y ou know we build CHP power plant in 1923.
Now you know people are talking about CHP now, but we did it in 1923 and we've been
doing it ever since. Now all of those things give people confidence that as a company, thisis
what what [RT1] isreally all about and if you think about trust and reputation, that isall
really bound up in uhm [RT1] attitudes and behaviours and the thingsit standsfor a

very long period of time (pp. 19-21).

As seen above, PS1 highlighted the importance of their product range in shaping CSR

activities, which was echoed by a number of other participants:

MF3: Yeah, and it'sit'sit'sit's back that to the fact thisisa controversial product and we
you know, we we need to get good people to work for the organization because we are a
commercial organization, and we have to deliver shareholder value. And we have to retain
those people, and it is, it istougher in [industry X] because its people will aways have aview
on [our products]. You know, if | said | worked for Marks & Spencer people would say oh
that'snice, if | say | work for a[industry X] company, they'd have aview on it because it's an

emotional subject (p.16).

MF4: And human rightsin the workplace isareal key issue these days, and it's quite
interesting that you know, we are a [industry X] company, and obviously there'salot of
controver sy about the product we sell because of the attendant health risks. It's quite
understandable (p.6) ... But it al depends at the end of the day, though on the individuals and
we believe that people want to work for a company that seen to take its socia responsibility

serioudly, even given the products we actually make (p.17).

Thus, history and product range can have a significant influence on the nature of CSR
strategy because they affect the range of concerns that result from agiven MNC's

production processes, and the organizational toolsin place to deal with these concerns.
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Organizational legacy overlaps with organizational culture asit is the history and product
base from which current organizational culture exists. As described earlier, the legacy of
financial difficulties within the case study resear ch created a culture of ignorance around
CSR because it was not considered a priority within the business, thus limiting the

resources alocated to its devel opment and implementation:

TRI8: uhm we are a company thats, not got resource in abundance, a company that hasn't got
alot of money to waste well waste could you know we're so focused on trying to do our
jobsand so much to do all thetimewhich isjust purely related to the job and getting the
job done that you you could see some of the, some activitiesunder a CSR banner being
distractions because you don’t see the immediate reward for it and that is you know again
that has got to do with whether or not you are doing it for the marketing reasons or you're
doing it for you think it’s the right thing to do. And the focus of this company right now is

obviously on getting the job done (pp.16-17).

At this stage in the case study resear ch and by the end of fieldwork, the CEO was
reported to have no plans regarding CSR and no interest in pursuing it beyond ensuring

investors concerns were met. Again this shows how corporate legacy influences CSR

strategy.

Legacy therefore creates the ‘ boundaries' of CSR within an organization through its
products and services, which determine what concerns and stakeholders should be
involved, and its history, which determines the capabilities of the organization and tools
available to respond to CSR within its unique operating context. Thus, legacy creates the

CSR boundaries from which all future activity originates within organizations.
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5.2.3.3.

Organizational Attitude Towards Employees—Individualistic vs.

Paternalistic

Interview research also highlighted the issue of organizational attitudes towards

employees:. whether employees were treated as adults and given full responsibility for

their actions, or whether the MNC took a‘ paternalistic’ attitude towards them. Those

companies where individual responsibility was an important part of their culture spoke

very passionately about this issue:

MF1: but uh, the principles of the code, and again | think you know itsit’s the debate which
everyone has about, and which we had in an executive management board at the beginning
which was, if you make it prescriptive, i.e. you know you will do thisand you will do that,
then you take all thought away from the individual asto why itslike that. You don’'t end
up necessarily with a principles being established and the ability of people then to take

sensible decisions and and it just becomes a yes/no scenario (p.25).

PS2: one of the problemswe had as a business was we had almost an adult-child, parent-
child relationship with our employees and what we' vetried to doistry and re-balance
that relationship so it isan adult-adult relationship and we try and get, there’'sbeen a
deliberate strategy to try and get the employees much more involved in shaping their own

destiny, right across the place (p.11).

NR5: uhm ((looking through document)) ‘we encour age employees to take per sonal
responsibility for ensuring that our conduct complieswith our principles. No one will
suffer for raising with management violations to policy or any legal or ethical concerns' which
was always intended to pave the way towards a whistleblowing program, process which we

have (p.9).

MF2: | think you're absolutely right, we are not a paternalistic organization. We uhm we are
probably the reverse of that in the sense that we generally speaking give people enormous

self-determination within the company. We we say it these are the ethical standards we
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believe as an organization we should have, thisis the minimum standard of behaviour we
believe we should have and now its up to you to uhm respectful of the workers uh and bring
your unigue talents to bear on the business and take personal responsibility and really that’sa
key tenant of our cultureisto take personal responsibility, personal responsibility for
delivering businessresults, personal responsibility for living the ethical and cultural

values of the business (p.25-26).

Companies who took a more paternalistic approach to their CSR activities were more
subdued in their comments, and their attitude in dealing with employees was not often
highlighted directly.
NR4: and when [employees] feel acompany has a code and it really uh does stand behind it, |
think it makes it a better place to work, and people feel good about themselves because look at
all the time we spend at work, so they feel very good about their jobs because they are doing

them with the right boundaries. People want boundaries. People want to be told what the

boundaries are with respect to compliance and ethics and their (behaviour) (pp. 26-27).

PS3: Which and that involves uhm managers carrying out uhm safety tours where once again
it's not a case of walking up to you and saying, you're not wearing your safety hat, why aren’t
you. It's more about what are you doing, what are the sort of safety issues associated in your

current job, are there any issues and and eventually you somehow get around to well, you

know why are you not wearing a safety hat, is there a problem with it. (pp. 10-11).

Thus, the choice to leave employees to be personally responsible for everything they do at
work and therefore be free to choose their behaviour or to give them guides and
boundaries from which to ensure a particular range of behaviours also affects how CSR
strategy is developed and implemented and is thus the isomorphic form of CSR. Within
these interviews, it was unclear what impacts the individual vs. paternalistic approaches

would have on implementation efforts, but it was clear that it made a difference in how
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strategies were devel oped. For instance there was evidence of impact on the length and
form of CSR strategies where individualistic companies had stronger sanctionsin their
formal strategies and paternalistic companies spent much time and energy creating all

materials that accompany the strategy such as games, marketing material etc.

Case study resear ch was not able to help clarify in this regard because the company
attitude towards employees was scattered and inconsistent due to a number of issues
including the newness of most senior management and the current financial difficulties.
Therefore, while the prevailing attitude towards employees clearly has an impact on the
form of CSR, it isunclear exactly what impact it hasin particular on how the strategy is

implemented.

5.2.4. Conclusion of Organizational I nfluences

Organizational factors such as culture, legacy and attitudes towards employees impact the
nature of CSR strategy within organizations and the people involved in shaping its form

internally.

Whether the organizational culture generally supports or limits CSR, the legacy created
by the organizational history and products/ servicesit offers, and its attitudes towards
employees were al important in influencing how CSR strategy was developed and

implemented.

Krista Bondy Chapter 5 — Contextual Influences 232



5.2.5. National/ Transnational Influences

Where the previous two sections focused on the contextual factors affecting the institution
of CSR from a business perspective at individual and organizational levels, thisfinal level
of context illustrates the key isomorphic pressures existing outside the organization
according to interview and case study research participants. At the national/ transnational
level of context, awide range of issues and actor groups have influence including the law,
state, family etc. The data highlighted four areas in particular at thislevel: the law,
government, other external stakeholders and foreign nationa culture. However, in some
cases the perspectives on the influence these pressures have were quite varied. What was
common was that these four areas are highly influential in shaping the isomorphic form of

CSR.

5251  ThelLaw

The law was discussed from arange of perspectives, some where the law is the minimum
requirement from which al business activity stems, to discussion of specific acts and their
requirement for the creation of formal aspects of CSR strategy, while others still talked
about the limiting and enabling impact the law has on commitments and actions towards

CSR.

Those who discussed the law as a minimum requirement tended to mention it in passing,
almost as something given:

RT3: By going through the process, it will make people much more aware that the company
has responsihilities, and they not only have to be seen to meet those responsibilities, uhm you
know people have got to be thinking about, thinking about them and understanding them.

And it isn't just a case of comply with the law, you know, it's actually really thinking
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about your business hard and and making whatever adjustments safeguar ds whatever

are needed (p.16)

NRZ1: [Interviewee' s final comment was about the electrical utility company he worked with
8 years ago where they had a discussion about whether a company can make profits just based
on the law or whether they should include other ethical considerations. When it was suggested
that other ethical considerations should be included, the CEO at the time said ‘ what, don’t you
think we are ethical? This happened after being questioned about whether they should have

an ethics policy or consider anything other than the law when making a profit (p.17).

MF2: and only governments can make decisions about government that are in the best
interests of all. Businessis absolutely and essentially partial in how it sees the world. We
think it isour job asa businessto operate according to the law and to regulate our
businessin a way that we believeto bein the best interests of society while delivering an

acceptablereturn to to owner s of the business (pp. 22-23).

Those referring to specific Acts simply stated how these Acts created a requirement for

certain documents and behaviour with regard to CSR:

TC1: Now, this, | think the business principlesis aso in line to meet requirements of the
Combined Code of corporate governance ... Sarbanes-Oxley ... soitskind of in-line with

external legidation (p.6).

PS3: Yes, | mean | think we have to have people (comply to some degree). | mean under the
OFR and under the uhm the Company Law review uhm it'sa requirement that you do,
soit'salegal requirement | guess. Uhm | guess the way we report is has changed and itsin
fact gonna change again this year. Uhm we don't have the huge amount of interest in [reports]

to befair (p.22).

NR2: | mean things like insider trading, bribery, corruption issues, you know we've tried to

uhm uh incorporate best practice in those areas and so, for example the corruption area, we
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haveto be compliant with both the uh Corruption Reform of Public Officials Act in
Canada aswell asthe Foreign Corrupt PracticesAct in US. Those are global standards
that we have to expect all of our employees, regar dless of wherethey arelocated, to

adhereto (p.6).

Other interviewees discussed how different laws and statutes within different countries

impacted on their ability to implement CSR commitments across their global operations:

NR5: And this comes back to there are two different versions for what the problem s, and |
till haven't quite managed to sort what the redlity is. One isthat whistleblowing causes
problemswith French Privacy law. The other isthat it is politically unacceptable in France

to have a whistleblowing process because it is associated with Nazi era collaboration (p.10).

PS3: Thisisit yaand | think that the reason that | think the US tends to be more rules based
than the UK, which tends to be more uhm | want to say cultural based but its not the right
word isthat. It's values based | guess. Uhm so | think that reflectsit. | think there are certain
requirements in the US, that they have to say certain things. Uhm, and therefore, if a particular
statement is missing, it doesn't comply with the law where in the UK it'sless so, so. Some of

those things are there because they have to be there (p.26).

MF2: and you know what you can say about, you know at least within say Europe or within
North America uh you can lay down minimum labour standards. Now those labour
standardswould actually beillegal if you set them up for aspirational level in China
because for example uhm uh encouraging uhm uh what’ s the word 1’ m looking for labour
combination isillegal in China. So you know, you subscribe to the international labour
organization's minimum standards and you find they are actually not legal in China. So you're
requiring your local management to break the law pretty much. I'm exaggerating to make the

point (pp. 12-13).
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While these interviewees saw the law as alimiting factor in implementing CSR
commitments, the following interviewees illustrated how the law can in fact can enable
and empower action on CSR issues either at the industry level (asis the case with industry

level codes) or at the local, community level asa‘placeto start’:

NG(P)1: the first stage was actually to find out uh the basic objective of that, what is exactly
that the uh industry wish to achieve and what is the legitimacy behind it, whatever they are
achieving. So for example in Chinathe code you could see uh child rights, uh labour rights
and in some casesthelegal uh legisation around labour laws as a legitimate base to
develop code. Right, so so one things always which came up in both cases, both in carpet
industry and football, was to think about what is the legitimate ground to do code (p.3) ... S0
because there is always a uh legal side of it, on the global uh standards of it, so the language
of code, or the objectives of codes are very similar to what is been already articulated in

standards or embedded in legidation (p.5)

CN3: you know it' s the same thing with alot of the work we did in the sub-Andean basin was
related to really focus on regulatory development because once there wasthat little piece
of law that said you have to consult with indigenous peoples, then all of a sudden they
had something to hold up and say no you ar e supposed to be doing thisand it is, without
something in writing whether it is the company’ s own policy themselves or a regulation of
some sort, you, really communities really don’'t have any way to to to effectively make
companies engage them ... but | think that the value of having had the company or the
government put that stuff into writing is really important because you don’t have any where to

start your conversation if you don't have that (pp.12-14).

Therefore, interviewees were mixed on whether the law was a constraining or enabling

element of CSR within organizations, but were united in the fact that it was important.
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Thereislittle direct evidence from case study resear ch regarding their view of the law
and itsimpact on their CSR activities. Having said this, both formal pieces of CSR
communication with the general public (the policy and the pages for the annual report)
were both requested and vetted by the Company Secretary. This was to ensure that these
documents did not create additional risk to the company either by saying anything
considered negative, or by committing it to any activity that might create afinancia or
reputational risk for the company in future years. Therefore, the final approval for
external CSR communication on policy and performance was given by the legal team
headed by the Company Secretary. There was also some talk regarding changes to the
Director’s Report due to the Companies Act 1985 OFR Regulations 2005, but these were
thought to be minimal and of little consequence to the ongoing CSR efforts within the

company.

So while the law is clearly a significant factor in both shaping attitudes and actions on
CSR, how it affects CSR (either as afoundation for further action, an Act declaring
specific action, a constraint or an enabler) is varied according to context dependent factors
such as what the organization is trying to achieve, how wide spread they would like their
commitments to be, and where these commitments are developed etc. Clearly, the law

acts as asignificant factor in shaping CSR development and implementation inside
organizations both by enabling and constraining acceptable action on it and thus the shape

of the institution of CSR.

5.25.2. Government (state)
Aside from providing the legidlative backdrop which we have seen is critical in

determining the foundation from which many CSR activities originate, governments have
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amultitude of impacts on the development and implementation of CSR strategy. Many
interviewees talked about the fact that the government should be doing more to protect
their own citizens and to lead companies on both the general and specific ways in which it
should engage with CSR. However, one interviewee (discussed at the end of this section)
described how the corruption of government interfered in corporate operations meaning

that CSR activities were reshaped and reduced.

CN3 talked about atraditional view still held by many in business where the business
pays taxes to government, and government therefore has aresponsibility to ‘offset’ the

negative impacts of production for its citizens:

CN3: Soin[country X] you, there’ s the expectation that | as a person who owns a company,
pay my taxes and pay my royalties and then that goes to the government and the government
should be providing all these services to these people that are needed to offset the impact of

my project (p.6).

Some interviewees suggested that they worked with government (as one of many

stakeholders) to develop their CSR strategy and initiatives:

PS3: And the way we approached it was to engage in quite alot of stakeholder engagement so
weinvolved all of our employees at thetime ... and we also conducted research with
customersin the US, and then from the US and the UK point of view gover nment
officials, NGOs, lead investors, institutional investors, individual retail investors, some
sharehol ders, the media, uhm whole raft of people something like 4000 people were involved

in the process (p.2).

NR2: but at afairly early point we uhm we began engaging with human rights groups such as
Human Rights Watch, Amnesty International and dealing directly with the voluntary
principles uhm uh people at the US state department and the British government and

others (pp. 12-13).
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Others talked about the need for government to provide more direction to companies
through such tools as legislation and other incentives to ensure all business operatesin a

more responsible way:

SP(P)1: uh, and | think another obstacle ... at the strategic level isthe, isthe
government’s continuing lack of uhm policy direction to make it easy for customers, for
our clients, big companies to start acting in ways that become one with a different way of, you
know with a different future ... so you know | think there is confusion and a lack of

leader ship at the government level, are definite barriersto to, they are definite barriers

to usimplementing the code at alocal level because it just doesn't fit with national policy

(pp. 9-10).

RT1: uhm equally I think that the government hasa roleto play because they can
influence the agenda through a series of levers and pulleys, some of which are based
around legislation of which are based around uh incentives. So so the government influences
the the the the agenda uhm but | think there are laggards who just choose to generally ignore it
and | think its, it'sthe issue is how do the laggards uh uh how are they brought on side and

how do you raise the bar and and how do you stop talking to the converted (pp.27-28).

Others who largely agree with the lack of direction from governments and the need for
improved guidance about what CSR means to business suggested this indirectly by
defining their own boundaries in relation to what they believe are government
responsibilities.
MF2: its government’sjob to govern and only gover nments can make decisions about
government that arein the best interests of all. Businessis absolutely and essentially partial
in how it sees the world. Wethink it isour job asa businessto operate according to the
law and to regulate our businessin a way that we believeto be in the best inter ests of

society while delivering an acceptable return to to owners of the business, which means |

don’t think its for usto move best practice, you know its not our responsibility to move best
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practice on, trade union organization in China or uhm bribery in Latin America. That's not our
role. It isour job to ensure that the labour standard we apply in our plantsand in our and in

procuring from other suppliersin China are at an acceptable level (pp. 22-25).

MF4: We identified three zones of responsibility, if you like, uhm first of all the zone where
we we primarily have control. Second zone was kind of like a shared zone where we could
work with others, and the third zone was an area where perhaps someone €l se should take the
lead in initiative and we would support it if we thought it was appropriate ... and often we
find in that third zonethat [what works ar €] partner ships, sometimes with local

government (pp.3-4).

MF3: What those [health] war nings should be however, isa matter for governments. We
shouldn't beinterfering. It's afine line between what we should be doing and public health
policy, and we don't feel that we should be dictating what health warning should be. But we

should be saying to the government here’ s your box thisis your space. So uhmitisafineline

(p-12).

The impact of government on the devel opment and implementation of CSR strategy is
even more significant when there is unclear or vague guidance from government, and
when the government is unable or unwilling to provide for the needs of its citizens. Thus,
when the government fails, some companies believe they have no choice but to engage

further in CSR through the provision of basic needs for group(s) of citizens.

NR®: It's particularly important, though, in countries like [Middle Eastern country], where
you know communities in the vicinity of our operations are really uhm undeveloped you
know, and we work at a more, we focus on more basic needs there, like like health, water and
sanitation, health clinics, supporting health clinics. And to some extent supporting educational
programsin more developed regions like [Latin American country], itsits uhm you know

those things, but less | would say, more emphasis on things like education and helping with
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infrastructure, you know supporting electrification or improvement of roads and things like

that. (p.19).

CN3: in most developing countries, or the the you know, | don’t know the companiesin
Economiesin Transition, whatever they are called now, uh you you | think the industry goes
in knowing they are going to have to do something. Y es, they are going to have to pay taxes to
the government, and yes they are also going to have to provide the schools or the clinics or the
rest of it ... | think down there the industry knows that they just have to, that just an
expectation. And even | don’t know if itswritten or not written but | think even

gover nment expectsthat theseindustrieswhen they arein these, especially in remote

areas, that they are going to provide a lot of those servicesto the communities (pp. 6-7).

NR3: for example we had a situation a few years ago. [Country X], we had a[resource] that is
closed down now, where people were starving or you know there was a crop failure. Uhm and
we fed them. We brought the grain and uh, well what else would you do. Of course you
would, of course you do that, you have the ability to do it so we just brought it in and
distributed it with local aid agencies and things like that, but we but we footed the bill. And

uh, you do things like that (pp. 28-29)

MF3: Uhm they’ re learning you know, because that's its within the education system and
some of our less, some of the less developed markets, that's not the case. So the so we then
have government bodies or education bodies saying coming to us saying could you fund this
project, itsto educate children [on dangers of product]. Initially we were like no because we
don't talk to children in anyway shape or form. But then we started to think well actually, if
thereisnobody doing it, becauseit's not within their curriculumson their education its
not it'snot in the health agenda then perhapswe should be participating ... helping with
funding, helping with uhm sharing best practice for teachers and saying look thisis what they
do in Europe, and so we have we we we do to adopt a different style in Russia because of the

very fact that nobody else isdoing it (pp. 9-10).
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But as was noted by one interviewee, companies cannot and should not replace

government:

MF4: Things change, and | think it's particularly difficult for a company like ourselves who
has quite a major presence in the developing world because what you will find than isthe
some stakeholder s expect you to take the place of failing government. And that'sa
dangerous place to be for a corporation. So it's very difficult. Sometimes there are win
wins, | think it wasin Uganda where the people wanted to have a new road built, uhm we
actually needed a new road | think because we wanted to get the[ product] from, you know
these particular farming areas. So | think we did contribute to that. But | think you got to be

very careful otherwise, you encourage akind of dependency culture (p.33).

The failure of governments to provide adequate guidance on CSR, or the provision of
basic needs for their citizens has meant company responses to CSR are more in line with
the expectations held of them from other stakeholder groups such aslocal communities
where basic infrastructure or services are needed for companies to be granted alicense to
operate, or from institutional investors where companies must be seen to be actively

mitigating both financia and non-financial risk.

One interviewee however highlighted how corrupt governments can have a significant
negative influence on the overall well being of national citizens, but also of the MNCs
operating there. NR7 described the situation in Argentina where his company was
involved in arange of CSR type issues (paving roads, building and maintaining water and
sewer systems, charity projects etc.) and had been for years due to the need for a societal
license to operate. However when Chavez took power, he used the resentment of the poor
against what was considered the * elite’ who were mainly NR7’ s workforce, to justify
seizing the assets of this company, and diverting funds from it to help fuel his populist

governmental regime.
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NR7: no matter what we did, there was always this resentment on the poor side. And then uh
Chavez was, and then the governments were indeed very corrupt and Chavez exploited that
and the fact that poor people and uneducated people are very easy manipulated. He
manipulated them. They think now that the [NR7] isreally doing what they should do, what
[NR7] should do which is make sure what God gave us on the ground is the better uhm shared
by everybody. And againin principle, we never had a disagreement with that we just saw we
just saw that our part of the game was to produce the money as an enterprise and then they're
part of the deal, that being the government was to uh be responsible for it ... but measa
company | didn't have to worry uh to optimize the social programs. We had some social
programs around our operations ... but it wasn't like we have social programsto raise the level

of the country, that wasn't in our mandate (pp. 16-17).

According to NR7, Chavez had manipulated the poor majority to strip assets that were
then used for his own political gain. Thisresulted in the company moving from
profitability, to losing money, and meant that many of the social programs and charity

associated with the company’ s operations were no longer possible.

Therefore based on the data, governments appear to have a significant potential to
influence CSR as legidators, but little influence as policy-makers or in shaping the
informal elements of the institutional environment around CSR, except where corruption
isamagjor issue. Due to the fact that companies may ignore political efforts to shape CSR
efforts (see RT1 below) while actively engaging in influencing government (see RT4 and

NR®6), may in fact suggest that companies have more influence on CSR than governments.

RT1: | think that uhm people 2 years ago accepted what the green party had been saying about
climate change and it was adopted and it was an issue for uhm each of the political parties at
the last general election. I'm tempted to say that it isonly since energy prices have doubled,
that people have started to really understand some of these issues and some of these debates

... actually it was Tony Blair asthe #1 themefor G8 and his presidency of the EU, but
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hasit, itsreally been a huge increase we' ve seen in the ener gy pricesthat have engaged
board rooms of the group because it’s a huge cost and its, appears to be something over
which people don't have any control and if suddenly your energy bills has grown from £20

million to £40 million then that has a big impact upon your profitability (pp. 26-27).

These two interviewees suggested that their organization actively worked to influence

government policy on CSR:

RT4: Also to to ensure that we work with partners, both NGOs, governments, investors,
customers, other stakeholdersto to to both talk to them and seek their views and their help, but
also to communicate uhm both what we do and also to hopefully have some influence on the
way society is moving forward, both within changesto legislation within Europe, and
also you know global issues (p.1) ... Governments, clearly it'simportant for us to work with
governments because you know, changes in legislation, changes that are affecting our
business, how can we influence that and help that. You know if it's got to belegidation or if
it'sgoing to belegidation, lets make sureit'stheright legidation that's helping usrather

than hindering the progress of our business (pp. 19-20).

NR6: uhm I'm engaged in a lot of uh public policy development through almost entirely
through uh industry associations be they domestic uh Canadian CAPP you know
organizations or uh, international as IPIECA which stands for International Petroleum
Industry Environmental Conservation Association ... anyway uh so through that organization
we, well we do alot of things around uh devel oping best practices uh, to some extent
influencing public policy in in various countries or uh or you know through through UN
organizations like the Commission on Sustainable Development uh UN United Nations

Development Program, you know anything to do with environment or community affairs so

(p.2).

Again, thereislittle evidence in the case study resear ch to suggest if and/ or how

governments impacted on the development and implementation of CSR strategy within
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the company. It was in the conversation to negotiate access that government was
discussed. The senior manager in charge of the Responsible Tourism manager was
recounting the current state of CSR within the industry and some of the reasons for
increased interest in CSR industry-wide. He noted that the Travel Foundation, now an
independent UK charity (formerly caled the Sustainable Tourism Initiative), was set up
by the Blair government™, thus the government were acting as an enabler of CSR at the
industry level. However, he went on to describe a number of threats to the industry in the
form of possible taxes such as on capacity, NOX release and a movement tax that was
being disguised as an environmental tax. While these were identified asimportant reasons
to ‘get ahead of this' (TRO2) and thus engage in CSR, this was the only direct or indirect
mention made of the government outside the law during field work. Based on
observations, interviews and document review within the case, the government did not
appear to be a significant factor in the daily activities surrounding the devel opment and
implementation of CSR strategy, but it is unclear what role the government may or may

not have played in the company’ sinitial interest.

Thus it would seem that instead of companies reflecting the behaviours and norms set out
by government as one of the key groupsin their context (other than complying with the
law), companies are in fact more involved in shaping this environment around CSR than
are governments. These companies have been more involved than their respective
governments in shaping the rules, behaviours, norms and values of society with regard to
CSR through such things as working with government as one stakeholder in many to

develop CSR strategy and initiatives, working to shape the boundaries of corporate and

15 *British Prime Minister Tony Blair launched the UK’s Sustainable Tourism Initiative (STI) at the World
Summit on Sustainable Development in 2001. At the heart of the Initiative was the establishment of an
independent charity, the Travel Foundation. The Travel Foundation aims to help the outbound travel
industry manage tourism more sustainably, changing the practice of tourism from the UK to make a greater
contribution to local people, the environment, and local economy in destination countries’ (UNEP n.d.).
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thus government action in some CSR contexts due to the lack of government direction, in
fact acting as governments in situations where governments are seen to be failing their
own citizens, and lastly, in purposefully expending resources to influence government

attitudes, policies and tools for CSR.

5.25.3. Other External Stakeholders

With the perception of research participants that governments are not taking the lead on
CSR, the increasing importance of CSR within society must result from other groups
within the society who have a significant impact on why CSR is an important part of this
environment for business and how it is shaped. Clearly there is awide range of
stakeholders, many of whom were mentioned in both interview and case study research:
investors, customers, suppliers, competitors, trade unions, government, media,
communities, NGOs and of course the general public. For instance, as with governments,

‘stakeholders’ were often mentioned in the context of engagement:

PS1: but we last year for the first time brought together people from across the kind of
stakeholder spectrum. We brought together suppliers, people who were largely involved in our
community activities, we, a couple of representatives from the media acting in just uhm, kind
of non-reporting capacity, uhm we brought uhm some major kind of commercial industrial
customers and professional representatives groups and some kind of social groups that were
represented in uhm organizations like Age Concern or [industry related NGO] which uhm,
supports uhm [customers in poverty situations]. So we brought all of them together to talk

through our 12 impact areas (p.36)

RT3: We have, group will have stakeholder dialogue with investors and all the rest of it and
that'sroutine. So you know what they expect and all the rest of it, but in terms of what all the
other stakeholders expect, uhm we do we do bits of it, you know, we do customer surveys,
uhm but, and we do staff surveys, but | don’t think we sort of formalize it and and kind of put

it under the whole sort of umbrella of corporate social responsibility (p.19).
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While these comments illustrate that stakeholders were recognized and their opinions
were in some way solicited, responses from the two data sets suggest that certain groups
featured more prominently in the day-to-day operations of companies than others. For
instance, within interview resear ch suppliers were rarely mentioned in a context other
than as alist of stakeholders, ssimilarly with trade unions, who were mentioned only by
two interviewees, both with very little to say about them. Interestingly, the mediawas
mentioned by only one interviewee and in the context as another stakeholder, not as an
impartial ‘reporter’ of stories. Where NGOs were mentioned, it wasin the main to
emphasi ze either partnerships between them and the company, or to illustrate the
problems with them such as alack of accountability, not understanding business concerns,
being focused on criticism and not wanting to engage with companies. However, other
stakeholders such as governments (see previous section), the general public, communities,
investors, customers and competitors, were mentioned with relative frequency although in

some cases not in much depth.

Many interviewees illustrated their recognition that the general public (or arange of

external stakeholders) had expectations of them with regard to CSR:

PS1: uhm and then one of the other thingsis we’ ve funded some substantial research, uhm
even asking people who’s responsibilities this area was, it came out that uhm people largely
thought the government was responsible but that [companies] were somewhere on that

spectrum (pp. 23-24).

PS2: uhm | think that some of the external feedback is actually around uhm facing up to the
challenges around sustainability and uhm being more uhm what’ s the word, being more

radical inininin moving faster towards adoption of of of you know uh, and and and pushing
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us towards uhm uh uh more than minimal compliance, they are hungry for us to effectively

role model rather than uh do simply what’s necessary (p.15).

RT1: I mean our people feel strongly about things, our people have got views and that
influences certain things that [RT1] does, uh the NGO community [pause] influences [RT1],
government influences [RT1], | mean all of these stakeholder groups have an impact upon us

uh but everything is going to be different for different companies (p.28)

MF4: | think it's particularly difficult for acompany like ourselves who has quite a major
presence in the developing world because what you will find then is the some stakeholders

expect you to take the place of failing government (p.33).

These more general expectations and their ability to shape CSR strategy and activities

within organizations are highlighted by discussions on the societal license to operate.

While the company is expected to respond to particular issues in particular communities

and this drivestheir activitiesin that region, it is the fact of their participation in social,

environmental, economic, ethical etc. activities that allows these companies to continue

operating in people’ s backyard' s across the world. Thus, by meeting the specific needs
the community where they are operating, this provides companies with the reputation

necessary within the general public to alow future operational prospects.

PS3: And | think we, | guess as an organization we always have taken a stakeholder view
because, the very nature of our business means we have to have alicense to operate. | | mean
we cross people lands without actually supplying them. So, so our [infrastructure] everybody
knows they are there, we cross people’ s land we don't actually supply [product] so we don't
have that supplier customer relationship with the majority of people. What we do haveisa
relationship with landowners, local authorities etc. uh all part and parcel of the license to

operate ... and so yes there's no one answer. It'sit’s actually arequirement (p.21).

of
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NR3: so our approach to engagement isis uhm, built on the basis that uh we need to be an
engaged company, we need to be uh working at the local level around sustainable
development, uhm because that is that is effectively our license to operate. So we need to help
communities build build their futures while leveraging the that wealth we create uhm and the
skill sets of the company with civil society organizations both across the the sort of triple

bottom line if you like of of responsibility (p.2).

CN3: everybody needs the sort of the official regulatory permit and then the permit, the
communities permission to go ahead and operate like you say uhm and, but | think thereisa
different perception of what that means down there uh or in developing partsits, yathey better
put in the clinic and they better get us some teachers and they better get us a school because
that’s what we expect. But here in [Western country] | don’t think people expect that. They
don't, they don’t expect that industry is paying for core services infrastructure. They do liketo
seeindustry pay for you know maybe arecreational centre or something that’s not a

fundamental service (p. 7).

One interviewee highlighted the ‘game’ that is played between the community and the
company to ensure each party gets what it needs, where both sides understand the rules
and play accordingly.
NR7: They would use, you know, because there was maybe a spill and we knew that they
knew and they were using the newspaper just put some pressure to have the meeting because
they wanted more money for things that they should have maintained. So there was always
this game between the community and us. They thinking that they should try to get as
much as possible from us because we were rich. And then uh it was considered fair play on
both sides. We would have our own campaign saying on the newspapers saying that we were
great, to show much to do for the committee and they would try to use the newspaper aso to
say that we were not that great. And try somehow to get in on a on a discussion table with us
to see how much we can get for the projects.
R: So that'sinteresting. So it was considered fair play by both sides to use the mediain that

way.
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JC: Yes, yes. We knew that that was the case and there was, would probably, uh | think in our
culture, we thought that was okay. | mean they, they were just uhm being uhm trying to
outsmart us so we'll do our work and of course we need to help them so uh in the end we
always knew that if we don't help and establish good communication and good report with
them the money till to go to the government. And then it will have, but it will go to the
central government in Caracas. They have a tough time getting the money from the central
government. So it was a way, a more mor e direct way of helping themselves uh helping
ourselves and helping them and so we were willing to take the the you know the the game

asit was.

Therefore, whether considered a game or not, it is clear that companies not only recognize
the importance of CSR to the general public and the resulting expectations society has of
business, but also how specific expectations of certain groups such as communities have a
specific and significant impact on the CSR strategies and activities of business, in the
same way that their operations have a significant impact on the lives of thosein the

communities.

Another stakeholder group that was often mentioned and also has a significant impact on
the uptake of CSR and the form of their engagement was investors and the indices created
by investment and business interests.'® PS3 discusses not only how investors were
instrumental in shaping their CSR strategy, but also emphasizes the role different indices
have had in determining the important issues of the day for companies and in how these

indices can affect employee morae.

'8 While investors are owners of the business and therefore technically a part of the organizational level
within the ingtitutional framework, the investors and the indices that influence their opinions on CSR are
unlikely to be influenced by internal organizational factors such as culture, or the perception of CSR. Their
opinions of CSR strategy, and how it should be developed and implemented come almost exclusively from
the external organizational environment and thus have been considered part of the external institutional
environment, not a part of the internal relational environment.
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PS3: uhm | think the motivation was to ensure that we ended up with something that would
speak for everybody. So [the CSR strategy] wasn't just, you know employees | mean clearly,
our employees were key to it because if they didn't believe it then it wouldn't happen. But
equally we wanted to make sure that it was resounded with our key stakeholders so uhmin
particular with investors, so necessarily talked to ingtitutional investors and individual

shareholders (p.6).

PS3: So you have, you have aview of where your risks are. We talk to investors, both in, so
investors will come in and ask us questions and therefore you gauge their interest areas. And
you can see over a period of time, their interest areas, move uhm so three or four years ago,
climate change was just about here [puts hand low to the table] in terms of people'sinterests.
No one was talking about human rights. Now climate change is the central agenda. Y ou've
got things like the Carbon Disclosure Project with al the investors signed up to that. They all
want to talk about climate change, leader of the BITC index and all that etc. etc., it'sall about

climate change (pp. 17-18).

PS3: Where we do get, the one thing we do get feedback on internally particularly isthe
Business in the Community Corporate Responsibility Index ... the reason we get feedback is
our CEO. We became [top five] in the first one and [top five] in the second one so you know,
we've got alot to shout about internally. The CEO will on every occasion, e-mail or write to
all the employees, saying this and thisis you know (the result) and recognizing all the work
you've put into this, and he gets an awful lot of feedback then to his e-mail back from people
actually saying that you know, we're very pleased about it, and | think partly because it's
because it'sin the public domain, it'sit's printed in the FT, uh they people can see themselves
that they are better than Tesco's and etc. so they can relate it to companies they actually know.
Whereas if you, when we say oh we're constituent of FTSE4Good or we're in the Dow Jones
doesn't actually mean so much to our employees because they don't actually see how that
compares. But if you see your name you know in the newspaper comparing you with Marks &

Spencer's and Tesco's and and | guess companies that individuals think are responsible and
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you're better than them in terms of the, whether in reality or not, but that's what the index says.

Uhm | think that does sort of uhm strike a chord with people (p.36).

Thus, in PS3, investors, and the indices they use can have a significant impact on
company practices and attitudes towards CSR. This influence was echoed by other

interviewees:

RT3: Wedid last year's CR Index for Business in the Community and, and | see that as getting
some form of sort of stakeholder feedback aswell ... they did did did a FTSE4Good
environmental report back in 98. And that sort of was a bit of arocket up the proverbial. So
now we have alot of KPIson on environment and all the rest of it. Which is terrific, it works.
It did itsjob ... Because because uhm stakeholders, you know, particularly the investors, pay
attention to these things and where people come on these things and where people come on

these damn |eague tables (pp.19-20).

RT4: And of course our investors. Very regularly our investors are contacting us, every week,
every couple weeks, you know, we we will get asked questions about our business. What
we're doing, how we're doing it, how we're monitoring it and you know, such as areas say
indices like FTSE and Dow Jones it's important that we're as a publicly listed company in the
FTSE 100 you know making sure that we're responding to those. So members of the London
Stock exchange in terms of sort of questionnaires those sort of issues. So they're sort of the

range of of business contact (p.20).

Investors also played asignificant role in case study resear ch. Up until the beginning of
2005, the case company saw CSR as something that affected other companies and was not
of any real concern either in their industry or for them specificaly. Since the early 2000's,
external groups were known to be talking about industry-related concerns, and in 2003-
2004 the other mgjor competitors appointed CSR managers so they followed suit, but

CSR was not seen either as an opportunity or athreat, just something they did not want to
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be behind on. Since 2001, the Director’ s Report had one paragraph dedicated to CSR
indicating that * as part of our ongoing commitment to make a positive impact on society
and minimize the effect on the environment of Group’s operations, the Group continues to

review its corporate socia responsibility programmes’ (2005 annual report).

However, in 2006, not only did the NGOs become louder and the government talk about
stiffer climate change regulations (neither of which had really affected Company X in the
past and was now only an indirect effect) but their largest mgjority investor made a
specific request regarding CSR issues. Thisinstitutional investor had concerns about non-
conformities with the Combined Code (governance) such as the proportion of independent
directors, remuneration, and activities of the CEO etc., as well as some concerns
regarding insufficient or missing policies on environment, community, stakeholder
engagement and labour issues such as freedom of association and bribery and corruption,
concerns over the lack of performance reporting on employees and the environment, and
the lack of director responsibility for certain areas such as community (Source: internal

company documents).

By forcing the issue within the company, and by outlining issues of potential concern to
the investor based on financial body guidelines, CSR became arisk to be mitigated. Thus,
CSR became amore visible and credible concern within the organization, with certain
aspects of CSR highlighted for action. It was this concern from the institutional investor
that caused the Company Secretary to task the Communications team with researching
CSR and in working with the senior managers tasked with * CSR responsibilities’ to create
areport for the annual report. This of course created action on CSR that was parallel but

not connected to the work being done by the RT manager. Therefore, in the case, their
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activities on CSR were significantly impacted by investors, and thus the internal relational
environment was changed by an external stakeholder largely influenced by activities

outside the company’ sinternal relational environment.

I nterview resear ch discussed both customers and competitors, but in ways that would
suggest their utility with regard to CSR was limited. For instance, customers were often
discussed as being part of stakeholder groups during consultation processes (as seen in the
guote on engagement above), and often mentioned in terms of research that was being
conducted with them, or feedback mechanisms that existed to encourage their opinions.
Reputation however, was often discussed as an asset that provided either risk mitigation
or access to markets, capital, land etc. The mgority of interviewees did not discuss
reputation as aresponse to customer concerns but common sense and RT1 would suggest
that there is an important link that indicates how customers may in fact shape the
institutional environment around CSR and how reputation may be a corporate response to

those expectations.

RT1: and if you think about trust and reputation, that is al really bound up in uhm [RT 1]
attitudes and behaviours and the things it stands for a very long period of time. People shop at
[RT1] and the things that they buy by and large they uh ingest it in some way or it goesin
some sort of orifice or it goes on the skin and there is absolutely no way you are going to buy
something from [RT1] and swallow it unless you are absolutely certain that you trust that

brand (p.21).

Comments on competitors focused around engaging in certain CSR acts because
competitors were doing it, and the company did not want to be left behind. This sentiment

isbest illustrated by CN2:

CN2: but uh as far as motivators, | know that some, certainly some companies uh have done

it just because the expectation isthere, not because they see a great deal of value uhm that
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you know that Oh we' ve got to do this because it’s gonna bring great internal value, it will
enable us to manage that much more consistently and clearly some of it has been driven by my
uhm my neighbor, my competitor is doing it and uh so | better be seen to be making the right

strides

Although both customers and competitors did not come across clearly in the interview
data as being significant within interviewee companies, both were important within the
case study resear ch. Interestingly, many senior managers within the case company
believed that if CSR was important, then customers would tell them. Once that happened,
they would embrace CSR without question. For instance TRI8 talked about how if
stakeholders were redlly interested in the company becoming more involved in CSR, then
they would do something to let the company know, but they had yet to do it. Thisis what

he suggested:

TRI8: we've got to balance responsibility in the community against the requirements and our
responsibilities to our shareholders ultimately. Uhm if they are well you know if they would
be unhappy with us or want usto go in a certain direction then they would probably
show it. So you know if an outside pressure group really wanted to influence the way we
operate | think it would buy part of us (p.8) ... If [customers] want me to do thingsin a certain
way that’s more CSR like then I’ get that feedback from they’ll tell me that. And we and and
we can change our offering to them ya

R: do you have any kind of feedback mechanism for them to?

TRI8: oh yes absolutely absolutely we uhm we have regular correspondence from well our
customers write in obviously and they’ [l write in on issues, whether its specific to their
holiday or whether its general issues. Uhm they’ ve got those opportunities through what we
call aCSQ [customer service questionnaire] to collect data from them ... so they cantell usif
thereisanissue. They can tell us uhm or they can ask us, so you know | believe there is plenty

of mechanisms for them to talk to usif there's something particular they wanted usto do

(pp.9-10).
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What isinteresting about TRI8' s comments regarding the feedback mechanisms available
to customersisthat the CSQ is not set up to ask questions specifically about CSR or any
aspect of CSR, but focuses instead on the quality and price of the holiday, such as how
clean the accommodation was and whether the holiday rep was helpful and on time. Space
for other commentsis limited to a small box at the end of the questionnaire that follows
demographic information. Given the overall content, number of questions and layout of
the questionnaire, it would be unlikely that customers would comment on CSR aspects of
their holiday unless it was a major concern to them personally or as aresult of something
that happened while on vacation. The RT manager and her immediate line manager were
interested in including questions regarding aspects of CSR, however they had yet to be

discussed and approved/denied by management.

Other senior managers echoed the importance of customers on the degree and nature of

the company’ s commitment to CSR.

TRI14: uhm again its back to the caveat that I'd like, | | think one thing I’d want to know is,
and | don't think we know this, isthe degree to which itsimportant to our customer base and
if it isimportant to our customer base then the company should be making commitments

toit (p.15).

TRI5: | think the customer is probably demanding [CSR] more and more, any customer, more
and more to know, let’slook at industry where is the food coming from, do little Pakistani
boys sew footballs up at the age of 5, do | have 10 yr olds serving drinks in hotelsin Turkey.
They are becoming more aware. | think businesses up up to a certain point are forced into

what, doing what the customer wantsand | think that’swhat it comes back to
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Thus, within the case study resear ch, customers were deemed responsible for
determining the degree and form of CSR commitments for the company. It was stated by
these senior managers that if customers wanted CSR, they would get CSR. However, it
came across in these interviews that in fact customers were being used as an excuse not to
pursue CSR. The company did not actively consult its customers to determine the
importance, if any, of becoming more responsible but suggested that this was because
their customers had not mentioned CSR as being important to them. They consistently
referred back to the different demographic groups (A1, B, C2) and suggested that if their
customer base werethe A’sand B’s, then CSR would be a priority, but their customer

base were C's and D’ s and thus price, and beach front location were the key factors.

TRIS: Itsits what that group of customers and that group represent uhm uhm | would hate to
say that | think most of those customers, that those numbers wouldn't reflect our more normal
customer base for this business. Yait will lose a, if you were looking at A-E social categories
you'd lose the A-B. Our businessis mainly C2's, Ds and it depends whether you, those
numbers are clear enough to identify which social stratathey’rein

R: right OK so then basically at this stage, customers that, kind of the mainstream market just
don't care at this stage

TRI5: ah, that would be my view. Uhm I'm | think, it may be unfair to say they don’t care, |

don’t think anything that would involve anything with any extra cost to them (pp.13-14).

Therefore, while customers were recognized as being a significant potential driving force
behind CSR for many senior managers within the organization, the fact that customers
had not mentioned CSR or aspects of it was used as an excuse to stall action on CSR.
Customers were therefore a significant influence within the institutional environment for
the company: their perceived lack of interest meant that the company did not feel the

pressure to engage at the current time, but it was recognized that if their perception of
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customer concerns changed to include consideration of CSR, the company would become

more involved.

Therefore, it would seem that when interview and case data are combined, customers are
an important stakeholder, and their opinions are important within the development and
implementation of CSR, but there had yet to be much consistent signaling from them to

suggest that CSR isacritical factor in their purchasing decisions.

Aswith customers, competitors were also important in the case study resear ch. Senior
managers, and those involved with CSR knew the company position on CSR was not to
lead, but to follow the industry. As such, the actions of competitors took on greater
significance.
TRI14: | call it table chips. Y ou you you need to take so much aong to play in the game, uhm
but then you need to have alittle bit more if you think you’'re going to win it, so you you
you've got to spend, it's a bit like advertising if you put uhm TV advertising out there’s no
pointing spending £100,000 probably because it would just get lost in the mess. There'sa
point at which there’s no point in spending money until you reach a certain point and | think
that its probably the same with thisisthat we're if we're not if we'renot going to be

proactive about it then we need we need to be uhm not negatively impacted by the fact

that we're not doing a lot (p.22).

TRI12: and | also think there’ s a competitive issue, we want to show a competitive advantage
as we see this becoming a competitive issue. We certainly do not want to bethe one

company that does not adher e to the standards. (pp.40-41).

TRI7: and again peer pressurefrom our competitors so competitive pressure from others
who maybe make a bit mor e of a noise about it, uhm we could be perceived as being kind

of left behind because | think you know its gonna happen some someone’s gonna use it as a
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PR message, so if you are not doing anything then you you you could be seen asbeing at a
disadvantage (pp.29-30) ... asaresult of the competitive sort of pressure, you know they are
they’ll do it and if we don’t then it may be a slur on our reputation if we can keep up with

them at least you know we're there you know with them, we're not at a disadvantage (p.31)

Both the company and the RT manager were also very concerned with the activities of
their competitors with regard to CSR activities. The RT manager position was made
available within the company due to other companies within the industry creating such
posts. Oncefilled, the RT manager continued to follow the activities of the other three
competitors closely and styled the CSR policy, draft report ideas, and key initiatives after
those of the industry leader. Therefore, when recycling on board airlines was introduced
or the use of fair trade coffees and teas by their competitors, the RT manager pushed for
similar initiatives in-house without first determining whether they were appropriate within

the practical constraints of the business.

TRI3: | talked to you about there is probably some scope for some more recycling on board. |
can't do that because I’ ve not got enough space. I’ d have enough space if | got rid of a couple
of extrabar carts but we sell drinks on board, it is a huge profit stream for us. So | think
anything that is put forward has to be balanced off commercially and again I’ ve had
approaches from [the RT manager] to say uh ,well what about selling fair trade coffee on
board’ and | said that's absolutely fine, get in touch with fair trade organizations and make a
proposal but | have to tell you now | can only consider it if it isaneutral margin position from
the coffee that I’m buying from Kenko and if it is, and its neutral and we can make that work

then of course (p.15).

Therefore, both for many senior managers and for the RT manager, competitors had a
significant impact on the scope and nature of CSR activities. Thus, within the case,

competitors were a key influencing factor within their institutional environment. Thiswas
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also the impact felt by interviewee companies but the issue was not mentioned with much
frequency within the interviews. Clearly then, industry level effects within the

institutional environment were significant in shaping the CSR strategy.

5.25.4. Foreign National Culture(s)

Thefinal element within the institutional environment that can influence an MNC at the
national/transnational level isforeign national culture(s). Due to the fact that all
interviewees and many case informants were aware of an interest in the cultural aspects of
CSR asit was a part of the proposals and interview guide (with the exception of the
interviews held in the case) it is not surprising that ‘ culture’ was discussed. What is
fascinating however about the discussionsiis that the vast majority of the companies
represented by the interviewees, as well as the case company, largely ignored ‘ culture’.
What that meansisin most cases, these companies rarely considered * culture’ whether it
was their own national culture, or the national culture of their operating locations in the
development and implementation of CSR. Companies either ignored these differences
purposefully, or simply did not think to consider them, particularly at the devel opment

stage of their CSR strategy.

When asked about whether they were aware of any cultura influence on CSR within their
organization, most of the interviewees spoke either in terms of organizational culture and
how there were changes needed or occurring internally to include CSR, or they described
situations where operating practices were different in different countries. For instance
NR1 described the situation within head office where ‘if people did not know ahead of
time that what they were doing was in breech, they were not prosecuted. However, in

Venezuela, if employees were caught violating the policy within [NR1] they were
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immediately let go because the culture [in Venezuela] is such that if a person doesit once,
they know that person would do it again’ (p.16). Other brief illustrative examples of these

descriptive differences include:

RT1: itispart of the mind set and part of the culture of a German to want to recycle. Now, is

it part of the mind set of somebody in the UK to do that at the moment? No its not (p.34).

PS2: and I | mean the main difference in culture there is the difference between unionized
traditionally confrontational culture [in the UK] uhm versus, you know a collaborative,
cooperative uhm continuous i mprovement type of culture which was much more common in
our European operation ... what it meant for us as a business when we started was that in,
certainly in our UK businesses there was certainly alot of resistance to change difficulty in
actually recognizing the the uh scale and pace of change uh which wasn't as uh you know,
certainly in the European operating businesses they were more used to to working in a
deregulated market with open competition, and were used to being more flexible and and and
fast on their feet uh so uhm, it’s the dinosaur vs the you know, the dinosaur vs. the cheetah

isn't there (p.13).

And while only one interviewee indicated the fact that they were unaware of cultural

impacts on CSR:
RT3: I, | think, certainly not aware of any cultural impacts yet. What | suspect would happen
isthat and its and it's connected with the whole CSR agenda. By going through the process [ of
engaging in CSRY, it will make people much more aware that the company has
responsibilities, and they not only have to be seen to meet those responsibilities, uhm you

know people have got to be thinking about, thinking about them and understanding them.

(p.16)

Not one interviewee talked about how foreign cultures were important in shaping the CSR

strategy, particularly asit would be the people in these different foreign (and home)
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operating locations that would in fact be implementing the strategy. Interestingly
however, two interviewees acknowledged their understanding that in fact these formal
strategies implicitly carry values influenced by the home culture in which they are

written.

NR3: and uh whilst the prevailing you know cultureissort of you know Anglo-
Australian, US, so so sort of uh it’sfundamentally western if you likein itsin its outlook
uhm they’ re uhm, you know the ways that that alot of countries work need to be understood
although we don’t have a culturally relativistic approach to this work, uhm the [formal CSR

strategy (code)] is quite specific (pp.6-7).

NG(P)1: it is much more easy to have specifications with code and you go with acode and a
specification and ask the buyer to reorganize the social system around that uh and you check
whether it isorganized or not. It isfar less creative but at the sametimeit isfar more
problematic from the devel opment perspective because you are changing, you are imposing a
particular model of development or industrialization, you're not trying to negotiate that model
(p.26) ... at the sametime | would say there is no need to detail the code. Detailing the code
means, uh simply, uh describing how it should be implemented. There is no need to do that. |
think if you, uh based on one experience, if companies start, and there are quite alot of them,
if they start describing how it should beimplemented at supplier level, then what they

aredoing isthey are homogenizing the different cultural environments (p.29).

So while these two interviewees above knew that culture isimplicitly captured in formal
CSR strategies, neither explicitly included people from other national culturesin the
development of their CSR strategy. Another two interviewees stated that their companies
purposefully ignored culture during the development and much of the implementation of

CSR strategy.

RT4: Absolutely, and they're there are the cultural differences. | mean, there's you know if if |

don't know if you've been in any factoriesin Chinafor example
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R: | haven't

RT4: where where people live or in India. | mean if you go into them, you do immediately,
culturally find it very different, you know in terms of people sleeping in in one room, because
that's the accommodation in China, people work in the factories and live in the factories for
98% of the year because the only time they probably go homeis Chinese New Y ear because
their home is probably 4000 miles away. If these people are living there you know
accommodation is small. They only have a small small space you know the washing facilities
are very basic, toilet facilities are pretty basic and if you went in there as a Westerner you sort
of say ((intake of breath)) oh, thisisabit you know ... and and it hits you. Y ou need to
somehow get beyond that and understand that OK culturally, and the factory manager was
able, actually if you went into these peoples homes in the country there's probably about 10
people sleeping into one small room. They don't have atoilet facilities, they don't have any
washing facilities. Don't even have any water at some stages. And you sort of need to
understand that but then you also need to understand well okay but you know from our point
of view it'simportant for our brand that you know, we don't see people that don't have these
basic facilitiesin place and that they don't have a bit of the space they can have some privacy.
That they don't have some place to wash, they don't have some privacy in terms of you know
their toilet and washing facilities so we sort of say, ya we understand, if they'rein their
homesit might be like that, but culturally, you know, our customersin the UK will
expect certain thingsto happen. So therefore you've got to reach a certain baseline with

this (pp.14-15).

MF3: So we've got cultural differencesin in arguing the case with regardsto all, well we
might say that from a British perspective that thisis absol utely unacceptable, but in some of
our markets they might argue back and say well no it's not. Uhm however, we we get final say
s0 (p.6) ... soititit'sthose kind of differences, it'sit's more theit's cultural, but it's sort of our
perception but | we take the view that regardless, of uhm it sounds awful, r egar dless of
cultural differences at the end of the day we are under the micr oscope every day, asan
industry and what could be perceived in one mar ket as being acceptable, the I nternet

has been you know isisa fantastic tool for getting information around the globe very
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quickly, and that published in a newspaper in the UK looks, you know, saying thisis

what the[industry X] companies are doing (p.8).

Thus, while some interviewees recognized the importance of culture in CSR strategies,
particularly during the development as the values of those who participate in its creation
implicitly enshrine their values within it (including national values), most interviewees
either purposefully ignored culture as a factor in shaping their strategies, or simply did not

consider it.

Therefore, while culture (whether home or foreign) tended not to be an explicit
consideration by many of the interview research companies at the devel opment stage,
their implicit attitudes towards foreign national culture became more clear during the
implementation stage and whether or not it is better for MNCs to standardize global
operations or leave local operations to operate according to local practices continuesto
rage. The range of approaches, from local control of CSR strategy to the use of universal

standards were represented within the research.

The ‘culturally relative’ approach or the local standards approach (see section 2.2.1.2.1) is
supported by those who believe that how CSR isimplemented depends on the people

involved and the specific influences they face such aslocal governments and groups:

MF2: [CSR practices need to be decided] country by country so you know France for example
has a very legalistic approach to business and therefore the legal department in France, the
French business would be much more involved in implementation and in terms of what you
can do and what you can’t do and what kind of conversations you can have in abar with
somebody and what kind of conversations you can’t. Uhm compared to uh say in Italy where
they regulatory framework is much less strict, practices are frankly much laxer uhm and you

know and where there are regional differentiations in terms of how businessis done between
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the north and the south so that uhm | think it has to be done on aon alocal basis rather than on
aglobal basis (p.10) ... uhm but what you cannot do is you cannot legislate or regulate from
the centre, the maximum standards that you require because it is not possible, even within
Europe its not possible. Y ou would think Europe would have a single market, not at all
absolutely not. The very nature of doing businessisis somewhat different uh the nature of

competition for example is different between Germany, France, Italy, Spain (pp.11-12).

CN1: and it depends, you know so much depends upon the the culture of the people, the
culture of the company and the ahilities of the uh the people who are involved in rolling it out

and making it happen (p.20).

RT1: so | think uh uhm it itsreally difficult to to to to look at what happens culturally. | mean
our people fedl strongly about things, our people have got views and that influences certain
things that [RT1] does, uh the NGO community influences [RT1], government influences
[RT1], | mean all of these stakeholder groups have an impact upon us uh but everything is

going to be different for different companies (p.28).

The implication is that head office does not know best, and that practices must be heavily
influenced by those involved in ‘making the strategy real’ at the local level. Therefore, the
assumption is that due to the inherent differences in culture and other institutions such as
legal frameworks etc., CSR should as much as possible be culturally relative. In fact MF2
goes on to suggest that in fact the maximum that can be expected to be implemented by
foreign operating locationsis a minimum set of principles suggesting and guiding
appropriate behaviour.

MF2: yal think our response to that would be that you can lay down a set of aspiriational
minimum standards and you can insist on your people generally meeting them around the
world although interesting when we come to talk about experience, you will find that there are
certain parts of the world where it is very difficult even to hit minimum standards because its

just not the business culture of the uh alocal business culture if you will. Uhm but what you
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cannot do is you cannot legislate or regulate from the centre the maximum standards that you
require because it is not possible, even within Europe its not possible ... now | defy anybody
to draft type set of business regulations that cuts all through those countries, it just it doesn’t

make sense and then we haven’t even talked about China (pp.11-13).

Other companies used the ‘universal standards approach (see section 2.2.1.2.2). NR3 is
an example of this where the foundations of their CSR strategy are considered to be those

issues which are universal:

NR3: the first is that there are some elements of what we do that uhm, arenot in, are not at
all culturally relative, they are culturally absolute. Now a good one, a good example of that
is safety, health and safety. Every worker has the right to go to work safely and come home
safely everyday. Anything less than that is not good enough ... aperson’sright to life uhmis
absolute and not relative, human rights are absolute, they are not relative, you know so if they

arerelative they are meaningless (pp.31-33).

Safety was not the only issue deemed by interviewees to be universal. NR3 also suggested

arange of other issuesthey found to be universal in their own cross-cultural research.

NR3: and they are obviously around things like environmental stewardship, uhm community
development, education, welfare, health uhm, safety, health and safety and in fact our, we do
alot of stakeholder research uhm a across cultures, uhm and the the the sort of top line

results of that research are remarkably similar. Close to identical actually (p. 9).

Other areas indicated by participants as universal were bribery and corruption (NR5,
RT4), working conditions and pollution (RT4), climate change, environmental impact,

ethical procurement and ethical suppliers (MF2).

Other interviewees also illustrated the importance of aglobal standard regarding CSR.
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NR5: because the General manager thought that in there there is a statement that ((Ilooking
through document)) ‘we support free enterprise as a system best able to contribute to the
economic welfare of society, as well asto provide individual liberty’ he said was offensive to
his Communist trade unions, and he wasn't prepared to put it out. So in the end, we had to say
well actually if you're going to be general manager in [NR5], thisis not a matter of you saying
that some people do not agree with it. Thisisour statement of our values, and that's part of it.
So, ultimately, he was bludgeoned into doing so. With what degree of uhm enthusiasm I'm

never quite sure (p.9).

NR2: | mean things like insider trading, bribery, corruption issues, you know we've tried to
uhm uh incorporate best practice in those areas and so, for example the corruption area, we
have to be compliant with both the uh Corruption Reform of Public Officials Act in Canada as
well as the Foreign Corrupt Practices Act in US. Those are global standards that we have to

expect all of our employees, regardless of where they are located, to adhere to (p.6).

NR4: uhm it is a challenge to write a book that can resonate with people of all different
cultures. What we've donein that space is that we have appointed these local you know
compliance and ethics leaders and we' ve said you need to drive thisin a way that makes sense
for you, so uhm they can customize their marketing materials, their teaching materias, there
awareness materials, they could also have discussions about what this particular policy means

in their region (pp. 27-28).

Clearly there were more companies represented in the interview data that were in favour
of CSR strategies that could be used across their global operations and thus formed a
standard of behaviour common to all operating locations. This had to do with broadly
similar issues of importance in arange of operating locations such as health, safety,
environmental issues, working conditions etc. and with the increased visibility of global
brands and thus a need to be in control of these operating locations from arisk mitigation

perspective. In essence, thisisaform of cultural imperialism asindicated by NR3 and
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NG(P)1 above, and thus fits on the other end of the spectrum from the previous section

where the approach was relative.

The most common approach from within the interviews was to ‘ be local worldwide',
where the formal CSR strategy, usually in the form of a code, guidelines or standards and
without much stakeholder input from external or foreign stakeholders, is fed down to all
operating locations with instructions to change the details to fit within the local culture,
but without the authority to change the intent of the strategy commitments themselves.
Other forms of thisinclude setting ‘universal’ standards and other standards which are

flexible to cultural differences.

The majority of interviewees described their implementation strategies as ‘ being local

worldwide' to some degree (see section 2.2.1.2.3).

PS1: we let the metric or the individual goal or the individual item being tracked change but
things like you know if the goal were to support economic development in the US that might
be community development consultation where in the UK that might be uhm, oh serving on
kind of chambers or committees or in the US attracting, uhm working with government to
attract industrial commercial new build, inthe UK it may be uhm, just serving on committees
or just uhm integrated as part of our approach to customer information different uhm support
that may be needed in that area so that we allowed them the differences where possible but
il got the the fundamental s and the overall commitment from the company were able to be

secured (p.31).

MF1: So itsits an attempt to both to localize it and try and uh and to give, make statements.
We also have things about you know donations and how that may vary. Again we have an
overall policy which is no political donations but but you know gifts donations and
entertainment for government officials, in [MF1] Bangladesh, they have a paragraph on that

etc. and indeed for gifts and entertainment for colleagues so those are the general elements

Krista Bondy Chapter 5 — Contextual Influences 268



but wherethereisalocal things such asa sum of money or an appropriate value, that is

included in thelocal policy (p.27).

MF4: So every single company in the [MF4] group has adopted the business principles.
And there have only been dight variationsin the wording to count uhm to colour for
local things, like in South Africa, we had to put something about black economic
empowerment, in Canada we put something about Health Canada and their role. But overall
100% of companies have adopted the group's statement of business principles. And that really
isthis[pointsto hardcopy of CSR strategy (code] and thisisthe credo if you like thisis how
companies are expected to behave in terms of responsibility. And that's how they'll be judged
(p-2) ... So, | mean, in Venezuela, for example, we we sponsor afoundation ... whichisa
foundation dedicated to preserve ethnic arts and dancing and music. And some people in the
West for example wouldn't think we should sponsor that kind of thing. When you speak to

local stakeholders, they say yesit's very important for the country (pp. 4-5).

PS3: | mean it's a different its different businessin the USthanitisin the UK. So you, there
are particular places where there is need to be different. But where it doesn’t need to be
different, we started moving towards not being different ... | think it isits down to some of the
lega. Itsits where it's where the the legal side of it comesin, and | say, we need to do
different thingsin the USin terms of that than we do in the UK, and we alwaysneed to ... at
the moment we need to have separate [codes] because it reflects the different organizations,
the different regulatory requirements of the group. So, that would be | guess an example of
where you know a difference exists because it hasto. But on safety it's a common vision. On
uh inclusion and diversity its a common vision. So where you don't have to have uh

differences then it's acommon vision (p.28).

Therefore, while foreign national culture was either unintentionally or purposefully
ignored at the development stage of CSR strategy in many of the companies, their

implementation strategies included a range of approaches reflecting a belief in cultura
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relativism, cultural imperialism, or somewhere in the middle of these two poles with the
‘being local worldwide' approach. These approaches, and what they implied about

dealing with differences in culture show that culture was a significant factor shaping the
institutional environment in which these companies operated and thus on the isomorphic

form of CSR.

It was anticipated that culture would be an important feature of the case study resear ch
due to the fact that their business was based on travel to other countries. Thiswasin fact
not the case with this company. Destinations (or suppliers) were not included in the
discussions around CSR development, as the attitude held by the RT manager and the
senior manager was that suppliers must be made to comply with their needs. There was
very little discussion about destinations and there were no observations to suggest that
suppliers were or had been considered even briefly when determining what CSR meant to
the company and how it would be acted upon. While the company wasin early stages of
CSR development and implementation, suppliers were not being considered as legitimate

participants in the development process.

The RT manager was however heavily involved with both the Federation of Tour
Operators (FTO) and Travel Foundation in the development of brochures, guides, videos
etc. for overseas staff and customers on how to ‘ care for the places we visit’ through such
things are minimizing waste by recycling and using towels more than once etc., creating
colouring books for children that teach them about endangered species, and on quasi-
regulatory initiatives such as the FTO Supplier Sustainability Handbook and the FTO
Supplier Sustainability Checklist (Source: internal company documents). The implication

with the last two quasi-regulatory initiativesis that they have been created (whether
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purposefully or not) to ensure compliance with Western standards of sustainability and
provide the opportunity for these Western companies to audit their suppliersin different
countries against these standards. Thisimplication can be made due to the fact that FTO
members are all tour operators or travel companies that are heavily influenced by Western
culture'’, as are the resulting documentation from the Travel Foundation®® and thus
supplier issues are not represented in these bodies by the suppliers themselves, and it is
difficult to determineif they are represented through the tour operators, government and

NGO bodies that play arole.

Suppliers (or destinations) were viewed by the company in terms of how easy it would be
to sell holidays on the basis of the destination due to the three key elements desired by all
C2'sand D’s (described above); ‘location, price and quality’ (TRIS5). Thus, suppliers were
viewed as providing a service that was to be negotiated with the company, not as partners
in the provision of these holidays, thus they were viewed as outside the CSR development
process. Suppliers were included in the implementation process through acceptance and
follow through on UK industry initiatives. In this way, the culture of destination
communities was ignored both by the company and possibly also by the two key industry
bodies (FTO and Travel Foundation). So while the variety and health of different
countries (culture being a key element of this) is acritical component of the case
company’ s business, individuals and/or groups from these communities were not

participants in the development of the CSR strategy to date, nor were there plansin the

7 As of October 22 2007 and based on the information given on the corporate websites of these companies,
the 14 members of the FTO comprise 9 companies head quartered in the UK, 2 UK subsidiaries of larger
companies (one Swiss, one Cypriot), 1 head quartered in Switzerland, and 1 head quartered in the US
(www..fto.co.uk/resources/fto-members/).

'® The Travel Foundation as mentioned earlier is an independent charity comprised of tour operators,
government and NGO members. There is no direct mention in any of the Travel Foundation’s online
documentation to suggest local suppliers have been invited and/ or participated in the devel opment of their
documentation. Whether the supplier interests are represented by NGO is unclear.
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immediate future to include them, and the suppliers were involved in the implementation

to the degree that they complied with the FTO Supplier Sustainability Handbook.

Therefore, foreign national culture has the potential to have a significant influence on the
development and implementation of CSR strategy, even when this culture is being
ignored, because the ignorance of different cultures, mean simply that it is the home
culture that is enshrined in the strategy, which has different implications for the nature of

strategy that is created and implemented.

The findings within this section support the range of strategies for operating in a global
marketplace identified in Chapter 2. Empirical evidence for the local standards approach
was the least common. Some participants indicated a belief in the universal standards
approach, but the most common was ‘ being local worldwide . Aswill be discussed in the
following chapter, these strategic approaches to operating in a global marketplace assume
certain types of control over the activities. For instance, alocal approach tends to be
controlled by local operating units as opposed to head office, where control tends to be

held when companies use a‘universal’ approach.

5.2.6. Conclusion of National/ Transnational I nfluences

Again, theinterview and case research make clear that the external institutional
environment has a significant impact on the development and implementation of CSR
strategy. These parts of the institutional environment such as the law, government,
stakeholders and culture differ greatly between companies in terms of whether the
influence is positive or negative, or whether it is a conscious part of deliberate strategy, or

something implicit in direct and emerging strategy. However, it is clear that the
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institutional environment has a significant influence on the isomorphic form of CSR

practices discussed in the previous chapter.

5.3. Conclusion

The discussion in this chapter highlighted two key points:
1. Interview and case study participants believed the company’ s approach to CSR
was mitigated by influencing factors at three levels, and
2. Theseinfluencers operate in the main as pressures to conform to ‘CSR’, providing

additional evidence of the institution of CSR.

First, research participants from both the interview and case study research highlighted
significant influencing factors from both within and outside the organization. These three
levels of context acted in the main as pressures that affected the nature of CSR within
their organization. At theindividual level, actors were influenced by perception of CSR,
perception of the role of businessin society and individual values and characteristics. At
the organizational level, actors were influenced by culture, legacy and the attitude towards
employees. At the national/ transnational level, actors were influenced by the law,
government, external stakeholders and foreign nationa culture. In some cases these

influences are clear and obvious, in others, they areimplicit and indirect.

Second, these pressures, largely in mimetic and coercive form (DiMaggio and Powell
1983) were the strongest mechanismsin shaping CSR within these organizations,
resulting in a high degree of similarity in approach and thus the Standardized Practices

presented in Chapter 4. Thus, these largely isomorphic pressures signify the existence of

Krista Bondy Chapter 5 — Contextual Influences 273



an institution of CSR by the constraining and stabilizing effect it has on the practices

around CSR.

Where this chapter and the previous focus on the constraining and stabilizing effects of an
institution of CSR, the next two chapters focus on the enabling characteristics of an
institution of CSR. The next chapter uses the few areas of difference in the Standardized
Practices to highlight the role of agency in shaping CSR by identifying the range of

strategic responses employed by organizationsin engaging in CSR.
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6. Srategic Responsesto the I nstitution of CSR

6.1. Purposeand Aims

Chapter 4 presented the Standardized Practices of CSR employed by MNCs, where the
few substantive differences in these practices were noted and discussed such asin sections
4.3.3.1.1 and 4.3.3.1.2, so as to show the whole of practices employed by MNCs with
regard to CSR. The fact that there are few areas of substantive difference indicate that
these practices are in fact standardized to a large degree and this standardization has been
explained through isomorphic pressures resulting from an institution of CSR. Where
Chapters 4 & 5illustrate this standardization based on pressures existing in the internal
and external environment for organizations, and thus the constraining elements of an
ingtitution of CSR, this chapter isthe first of two illustrating the significant influence
actors have in shaping the nature of the ingtitution of CSR. Therefore, this chapter
highlights not only how CSR is a suitable context for understanding the enabling
characteristics of ingtitutions through the range of activities provided to organizations as a
result of CSR engagement (e.g. Scott 2001, Powell and DiMaggio 1991, Campbell 2004,
Moon 2004), but it also responds to calls for empirical research at the microfoundations of
ingtitutions (Knight 1992) and the need for a better understanding of agency and its
effects on institutions (Geppert, Matten and Walgenbach 2006). As with Chapter 5, this
chapter combines both interview and case study research to investigate the role of agency

within the research objective.

The chapter has five ams:
1. To describe the three substantive areas of difference in MNC practices of

developing and implementing CSR strategy,
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2. To respond to the need for empirical evidence at the level of the individua
organization (Hoffman 2001), and on the role of agency (Tempel and Walgenbach
2007) to help understand how organizations affect the form of institutions,

3. To usethe substantive areas to help highlight the nature of strategic action towards
CSR,

4. To describe these ideal/ pure forms (Mintzberg 1979), and

5. Toreflect on how these strategic responses demonstrate the effect of agency on

the institution of CSR.

6.2. Three Substantive Areas of Difference

Figure 16 represents the three substantive areas of difference in the isomorphic form of
CSR described in Chapter 4. These three areas represent debates regarding best practice of
CSR within MNCs and are therefore useful in understanding how the existing form of

CSR as an institution may have been influenced by organizational agency.

Where a company sits within Figure 16 is not static and shifts constantly based on arange
of factors such as the contextual influencesin Chapter 5. The company’s maturity with
regard to development and implementation is also likely to have an impact as more
mature companies tend to be able to move more towards the middle of the continuums
and therefore have a blended response than do companies newer to CSR. Thus, the
remaining discussion in this chapter and the company examples are based on a snapshot

of their activities as recorded in the interviews and over the period of case study work.
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Figure 16 Three Substantive Areas of Differencein Development and | mplementation of CSR

Strategy

Collaboration

WHO Participates

Isolation

WHERE~HOW

Benefits for corporation Benefits for Stakeholders "

WHY: Purpose underlying activities

Each of the substantive areas will be discussed separately, highlighting both the

theoretical and empirical end points in the range of activities around the area.

6.2.1. Who Participatesin the Development and | mplementation of CSR
Strategy

Thefirst key area, ‘WHO Participates' iscritical because it identifies in-group members

who’ s perspectives are validated, given legitimacy and acted upon through participation

in the development and implementation of CSR strategy. The continuum runs from

isolation where the strategy is formulated in relative isolation by afew members typically

from senior management, through to collaboration where arange of affected stakeholders
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both internal and external to the organization are involved in multiple aspects of
development and implementation such as issues identification, formal strategy formation,
planning, creation of measurements, auditing and reporting systems and participation in
those activities. Therefore, this continuum reflects both the development of CSR strategy
and its implementation. It is important to note that participation levels of external group
members are higher during the implementation of CSR initiatives than during
identification, planning and strategy activities. Thisimpacts strategy development because
once the background philosophy defining the approach to CSR has gone uncontested and
the nature and range of issues to be acted on, those who were not included in these
decisions will have a much less significant impact than those who were involved. Thus,
the decision of who participates has the most significant impact on CSR strategy because
it defines the normative and cultural-cognitive scripts that are validated through such
things as the working definition of CSR through the issues included in the scope and the
range of acceptable actions. This therefore has a significant impact on the institution of
CSR, asthe shape of it isredefined internally to meet with the perspectives of those who
participate. This redefinition or shaping of CSR is then exported to all global operating
locations, and becomes a model from which other MNCs mimic and governments look to
codify. In other words, the shaping of CSR internally through creation of a CSR strategy
and implementation plan affects the shape of the institution of CSR through primarily

mimetic and coercive isomorphic pressures.

6.2.1.1. Isolation
Based on the interviews, a mgority of the companies represented in the interview sample

prepared their formal CSR strategy in relative isolation. It was typically formulated by
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senior managers with some participation by alimited group of employees at different

levels within the organization.

NR4: yup we we only involve inter nal stakeholders uh in the development of the code
because we fedl that that was appropriate uh we have received uhm powerfully positive uhm

feedback from our internal stakeholders (p.30)

RT3: right, uhm those standar ds wer e effectively written uh last year, uh at at a group
level, | don’'t know who the author was, but and they’ re being looked at uhm because we had a
CSR consultant in who thought it was alittle thin. But none the less it was written and

approved at group level (p.1).

NR®6: so uh it was, it was important really | guess to put down on paper what we stood for and
what our principles and values and supporting beliefs were and uh get agreement for that. So
that was developed, was brought up through the Senior Exec’s and the uh uh the Board
of Directorsand health and safety committee for endorsements and you know, really we

needed something to point to uh to guide our way (p.11).

Within the case study resear ch, as described earlier, the policy was written by one
person and vetted by two others prior to being accepted as company policy on CSR. Thus,
there was no formal participation in the process, although the RT manager did ask the
woman who sits at the next desk to read over the policy to ‘ see how it sounded’. With

regard to the CSR statement in the annual report, TRI11 said the following:

TRI11: so, in terms of who should, OK we' ve got, was was your question who should
contribute to it or who should we consider when writing it because we we're we're
considering, the customer we' re considering the staff, we’ re considering suppliers, we're not
actually asking for their contributions. That’sthe difference, we arewriting it from our

per spective
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In limiting the perspectives involved in formal strategy development (as well as
development of other CSR systems such as monitoring/auditing, measurement and
reporting), it creates avery limited understanding of CSR that is unlikely to reflect the
global nature and operating conditions of an MNC. It tends to favour those with a
‘corporate’ view, where business exists to make profits by whatever means possible
within the law, where the values incorporated into the document are based on Western
ideals of older, professional men who are accustomed to being a member of the most
powerful groups within the society, and where discussion of CSR exists due to outside
pressures, or because of a paternalistic desire to help improve the lives of others through

the moral code of the strategy designers.

However, it does not appear that those who make the decision about who participatesin
CSR activities have a clear understanding of the implications of this decision for the
nature of strategy developed. For instance, adecision is made somewhere within the
organization that CSR strategy is to be developed solely by senior managers. However, as
was illustrated in the previous chapter it appears that little or no consideration is given to
how the formalization of Western values and business practices will impact the ability of
foreign operating locations to implement this strategy and what impact it will have on
their operating practices in trying to comply. Recalling from Chapter 2, Hofstede (1994)
indicates that all business practices, such as organizationa structures, leadership styles,
motivation patterns and training and devel opment patterns, are culturally relative.
Thereforein hisview, MNCs must focus their energies on deciding what practices, and
not what values they will hold in common, as the values must be different to respond to

the varied cultura environments.

Krista Bondy Chapter 6 — Strategic Responses to CSR 280



6.2.1.2.  Collaboration
On the other side of the continuum is collaboration, where both internal and external
groups share in some degree of participation with the drafting of aformal strategy.'® This

was evident in some of the interviews.

PS3: And the way we approached [the development of a sustainable development policy]
wasto engagein quite a lot of stakeholder engagement so we involved all of our
employees at thetime ... and we also conducted resear ch with customersin the US, and
then from the US and the UK point of view gover nment officials, NGOs, lead investors,
institutional investors, individual retail investors, some shareholder s, the media, uhm
wholeraft of people something like 4000 people wer e involved in the process and we
asked two very simple questions. We listed something like 20 attributes of responsibility, so
financial control, climate change, health safety and environment etc. and we asked which of
these on a scale of one being unimportant and five being very important do you think a

company like PS3 should be concerned about? (p.2)

RT4: what we started to do when we wanted to create a framework was to speak to our
stakeholders and find out what they were looking for in terms of some support and direction

across[RT4] (p.2).

PS2: we had stakeholder involvement through things like MORI polls and focus groups and
those sorts of things. We had the unions involved in the development of the plans, we had the
key internal and external stakeholders involved in the consultation exercises as we devel oped

them (p.5).

As these responses show, some companies were involved in engaging with stakeholders
during the development and implementation of strategy. In providing the opportunity for a

range of stakeholdersto participate, particularly in strategy formation, the organization

¥ Time is an important factor in the stakehol ders ability to influence strategy formation. The earlier a
stakeholder isinvolved in development, the more influence they have over the outcome.
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strengthens the philosophical and ideologica foundation of the strategy, as well asthe
anticipated outcomes, ensuring better ownership and participation in the strategy by those
individuals and groups who have either the means and opportunity to impact the
corporation, or who are affected by its operations. Therefore, the strategy becomes more
relevant and beneficial to those who participate in its formulation, and may also be easier

to implement at local level.

Thisisof course aso true of participation in other aspects of the development and
implementation Standardized Practices. For instance, participation in such areas as the
planning of systems including measurement of corporate performance, monitoring of
activities, what is reported, how and to whom, compensation activities, risk and control
procedures etc. impact how that systems operates and its key outcomes. Earlier
participation in the creation or modification of these systems ensures that they reflect the
global operating conditions of the corporation and not only those anticipated by head
office. Also, participation by arange of stakeholder groups in the implementation of these
activities ensures greater transparency and stakeholder trust about the corporations

intentions, commitments and stated performance on CSR.

Thus, the decision of who participatesin CSR strategy development and implementation
has a significant impact on the types of issues that are voiced, considered relevant and
given legitimacy within the forma CSR discourse and thus what issues or concerns
become the legitimate basis for action. Making this decision:

e determines the predominant ideology/ philosophy behind the strategy as in-group

members legitimize their own ‘world view’.
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o cffectively acts as afilter on issues and concerns, alowing those that are relevant
to the dominant ideology.

e definesareas of priority and thus the areas more likely to receive sufficient
resources.

o affectswhichindividuals/ groups are considered | egitimate members of the CSR
group and therefore who can make decisions regarding CSR.

e shapesamodel of CSR that isreplicated in part throughout other companies and
incorporated in government policy, thus influencing the form of CSR as an

institution.

6.2.2. Why Engage in the Development and I mplementation of CSR Strategy

The “Why’ continuum describes the purpose underlying corporate engagement in CSR
based on who is the target beneficiary of these activities ranging from the corporation
through to a group of stakeholders. This continuum reflects the reasons/ motivations why
corporations engage in CSR which indicate where the corporation is intending the
majority of benefits to accrue. In practice, most companies have amix of reasons why
then engage in CSR that are based predominantly in either wanting to benefit the
corporation through CSR, or to benefit arange of stakeholders (including the corporation)
through CSR as will be seen in the following sections. These motivations underlie
decisions around priorities and specifics of particular initiatives. Thus, a particular bent in
motivations has arelated bent in nature of activities conducted. It isin thisway that
motives can shape the institution of CSR, by influencing the activities of MNCs and thus
implicitly communicating internally and externally what CSR means to the corporation.
Again, thisformation of CSR is replicated and challenged, influencing the shape of the

ingtitution of CSR more generally.
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6.2.2.1. Benefitsthe Corporation

At the extreme * benefits the corporation’ side are companies that engage in CSR purely
for business case reasons such as reducing costs, competitive advantage, attracting and
retaining skilled employees, mitigating risks, improving reputation, but also because CSR
isincreasingly becoming an expectation in the marketplace and therefore must be seen to
be engaging in CSR. At this end of the spectrum we would expect to see symbolic CSR
activities, where the activities either ‘ represent sheer rhetoric and thus only target a
signalling effect or are designed in such away that these [activities] and measures should
or could not be realised and implemented in the same way as they are announced’ (Matten
2004: 216). Other terms used to describe this end of the spectrum would be

‘greenwashing’, ‘bluewashing’ and PR activities.

Although no companies within the sample were at the extreme end of the spectrum, many

were in the main motivated by the benefits they believed would accrue to the organization

through engagement in CSR.

Table9 Illustrative Quotesfor Business Case M ativations

Benefits the Examples

Corporation

To improve PS2: yup, uhm [PS2] is aaacompany that has hit a corporate crisis, so uhm we have
profitability/ hit a situation where uhm we, we're effectively losing £1 M pounds aday. We
reduce costs: weren't hitting our, any of our customer uh quality standards of service so we were

being heavily fined by the regulator and whichever HR measure you took uhm
basically defined the company in crisis, so we had lost control of absence, we had
poor industrial relations we had [unclear] very poor employee morale, motivation etc.
and so we spent some time deciding, what what, well one is we we brought in a new
leadership team and as part of that leadership uh team’s work we defined a very
simple recovery plan which was around, uh which was around restoring profitability,
returning the uh the quality of service that we needed to to satisfy our customers and
making the place a better place to work in, so that we delivered the service that we
needed to. So the CSR strategy was seen as a core part of uhm identifying some of the
loses uhm and controlling some of the loses and of devel oping the employee
engagement that we needed to to uhm to basically underpin the customer service (pp
1-2).
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Benefits the
Corporation

Examples

RT1: I'm tempted to say that it is only since energy prices have doubled, that people
have started to really understand some of these issues [around climate change] and
some of these debates. So | think its uhm you know which came first the chicken or
the egg, and | think that uhm I’'m sure that energy would’ ve been much higher up the
uhm boardroom agenda because of all of the comments that are being made by
various groups in government about climate change. Actually it was Tony Blair asthe
number 1 theme for G8 and his presidency of the EU but hasiit, its really been a huge
increase we've seen in the energy prices that have engaged board rooms of the group
because it’s a huge cost and its, appears to be something over which people don't
have any control and if suddenly your energy bills has grown from £20 million to £40
million then that has a big impact upon your profitability (pp. 26-27).

PS3: So there's various drivers, uhm there is the uh [the sustainable devel opment
policy], you know, this came thisthis didn't start us down the route, you’ ve got the
emissions trading scheme and some of our activities are covered by that scheme, so
obviously thereis afinancia incentive there (pp. 19-20).

Competitive
advantage

PS1: uh itsto the company’s credit that it has acknowledged those and continued to
invest in its communities and to take account of the responsibilities as part of its
competitive edge rather than uhm, a burden that it has thought to get rid of (p.6).

CN2: Now | do work with a couple companies that have adopted external codes
because they see them as uhm something of a competitive advantage, they can be you
know, they can set themselves apart as uhm either a more sustainable company or
ethical company through their adoption of those things. They are using it as a
positioning tool to kind of say you know this this adoption of thisis going to lead us
to some you know big shift in how we operate and could even lead us to you know re
focusing the company on a different path but actually provide those seed changes (pp.
4-5).

Attract and retain
talent:

MF3: Yeah, and it'sit'sit'sit's back that to the fact thisis a controversial product and
we you know, we we need to get good peopl e to work for the organization because
we are acommercial organization, and we have to deliver shareholder value. And we
have to retain those people, and it is, it is tougher in tobacco because its people will
always have aview on tobacco. You know, if | said | worked for Marks & Spencer
people would say oh that's nice, if | say | work for atobacco company, they'd have a
view on it because it's an emotional subject. So uhm and our, you know, our staff
retention rates are God most people in this company been here for 20 years you know
our turnover is so flat (p.16).

NR2: uhm and you know has to be something that our employees also appreciate, |
mean alot of what we do is because we want our employees to feel good about
working at the company (p.9).

MF4: But it al depends at the end of the day though on the individuals and we
believe that people want to work for a company that is seen to take its social
responsibility seriously, even given the products we actually make (p.17).

Risk management
tool:

CN2: ya, yal think that uhm, you know, that’s a good point that uhm most of these
companies are using it as more of arisk management tool, not not so much the
opportunity identification tool, but ya, | think that that’s afair assessment that uhm
you know the these systems whether its an EM S or code of business conduct or
signing up to some of external code uh | think they are more from a risk management.

(p-4).

RT4: And | think, the third thing isreally to look at [RT4] as as a holding company as
asaaabasically astock market listed company. To ensure that acrossits
environmental and social footprint that we manage the risks associated with brand,
reputation etc. but also we look for opportunities across [RT4], uhm some key areas,
so that's my day job (p.1).

MF2: so uh | | think, [pause] | think there's another uhm (05:00) aspect to this which
is| seeincreasingly shareholders ook for a reassurance that companies have in place
afull suite of [pause] policies and statements that allows them to check that the
companies are taking care of this stuff not so much because they, shareholders are
generally perhaps excited about the ethical behaviour or businesses, but more because
they are concerned to see the reputational and ethical risks are being covered off (p.4).
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Benefits the Examples
Corporation
Reputation R: OK, right interesting, and how often do you hear reputation as a justification for

becoming involved in you know corporate responsibility, corporate social
responsibility or sustainability

CN2: too often

R: too often OK

CN2: too often, yal | do hear that fairly uh consistently uhm | think alot of thisis uh
you know people are looking at well, there are these demands that are coming out,
[discussion of GRI and AA1000] uh but uh you know alot of people that come to
reporting and to some of these signing up to external codes, itis, itisalot for
reputation burnishing uh and uh so | mean uh I’ ve seen that fairly consistently, uh you
know people joining different, like [industry groups focused on CSR] or the UN
Globa Compact or or whatever. Uhm ya, I've I’ ve asked you know do you think you
are going to get alot from uhm best practice sharing, well maybe ya you know but
deep down alot of it iswell we want to be seen to be uh you know in this group or
adhering to this set of guidelines (pp.5-7).

RT3: which it was but | then made the point that you can’t just ratify it and stick it on
awebsite or an intranet site, and we have to brief it in because its too important.
Because if somebody breaches the code and that’ s public knowledge, becomes public
knowledge, and there’'s been no training of the code then by god that will backfire on
us and and that’ s worse than not having a code in the first damn place. So | | sort of
put forward some ideas about what we need to do which is uhm get the managers to
look at it uhm decide which parts of the code are actually sort of relevant to their
functional roles, who within their department needs to know (pp.1-2).

NR3: that all the work the work that we do you know builds value for them but I'm
certain it doesincluding work we did with the Indian government on the earthquake
because you know that, you don’t do it because it enhances you're you're you're
reputation but it does, inevitably, enhance your reputation, | | | would hazard to say
again that’s not why you do it. You do it because it is the right thing to do in those
cases

R: but then it does have that ancillary benefit as well kind of thing

NR3: of courseit does ... and in the end reputation is the license to operate (pp. 30-
31).

Expectation in the
marketplace:

CN2: but uh as far as motivators, | know that some, certainly some companies uh
have done it just because the expectation is there, not because they see a great deal of
value uhm that you know that Oh we've got to do this because it’s gonna bring great
internal value, it will enable usto manage that much more consistently and clearly.
Some of it has been driven by my uhm my neighbor, my competitor is doing it and uh
so | better be seen to be making the right strides (p.3).

R: Okay, do you know why the decision was taken to create [the code] ?

RT3: I think it | think it's partly because of uhm investor expectation. | mean, I'm I'm
making an assumption, but | suspect that is. We are now FTSE 100 and have been for
a couple of two or three years now. And with that comes, you know, a stronger
spotlight, uhm and | think it was despite the fact that we had, you know very uhm
ethical standards, they needed to be, somebody had to decide they actually need to be
written down. We need standards that we can you know apply across the whole
organization. We are too big to leave it to individuals to, you know, do it on an ad
hoc basis. So we've got to set some kind of framework. But | suspect that you know
the, the sort of part of the motivation of come from the fact that it's an expectation of
FTSE 100 company and therefore you know we ought to have it (pp. 4-5).

R: uh hum. OK, excellent uhm what brought you to that point? What brought you to
deciding that you needed to have [the code] as one of the parts of the uhm governance
system or part of a constitution of the company?

MF2: uh | think 2 things. Firstly arecognition that we needed a set of minimum
ethical criteria, but also | think recognition that it was becoming best practice amongst
large PLCs that you should have a written uhm code of business conduct or similar

(p-3).

Krista Bondy

Chapter 6 — Strategic Responses to CSR 286




Within the case study resear ch, the reasons for engaging in CSR in the first place, and
for continued engagement were not clear. The Responsible Tourism manager position was
created because the competition at the time had recently created a similar role and the
case company did not want to be left behind the competition. Once hired, the RT manager
was tasked with writing an RT policy, again to ensure that they were ‘keeping in step’
with their competition. Continued engagement in CSR was unclear as both the company
and the RT manager did not have a plan for moving CSR engagement forward within the
organization. The RT manager was left up to her own devices to determine the course of
action for future CSR moves within the organization, as it was not considered an
important issue at senior management level, and therefore was not discussed or planned
for at this level.%° Clearly, the company was engaging in CSR because they believed their
competitors were trying to gain a competitive edge by engaging in CSR, and therefore
engaged themselves to remain competitive within the industry. The RT manager’s
involvement in CSR appeared to be motivated by a desire to keep her job (as she had been
hired for this position following a redundancy within the same organization) and to
engagein as little conflict over CSR issues as possible. Thus, she mainly was involved in
CSR activities outside the organization (such as industry conferences), or in activities
such as introducing recycling to the office where no conflict was necessary. One senior
manager highlighted the fact that there must be known benefits to the company before
organizations will participate in CSR.

R: right, so then how do you think you get a company to want to do it?
TRIS: | think they need to see benefits. All right, absolutely benefits and potentially not
commercial benefitsin uhm pure money sense, but there may be retention benefits, customers

coming with you because they think its a good thing

?° The one exception to senior management disinterest was around creating four pages on current CSR
performance for the annual report based on the concerns of a major institutional investor.
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In therefore appears that in the case study research, as with a number of the interviewee
companies, understanding the benefits to the company and the employeesinvolved in

CSR was very important to continued involvement in CSR activities.

6.2.2.2.  Benefits Stakeholders

At the extreme * benefits stakeholders' side are companies that engage in CSR activities
that have little, if any, real or perceived benefit for the corporation as one stakehol der
whose interests are in balance with awide range of other affected stakeholders. It is
theoretically possible that a corporation on the extreme side of the continuum engagesin
activities such as infrastructure devel opment, mentoring, capacity development,
philanthropy etc. where the intended recipient is also the intended beneficiary and where
these activities are not used for such reasons as to enhance the reputation of the
organization, improve employee morale, help create a societal license to operate etc. At
this extreme side is where one would expect to see motivations based on pure ethical
reasons as suggested by the CSR literature indicated in Chapter 2. However, both
interview and case study research did not empirically support this category of

motivations, instead supporting business case reasons, and ‘win-win’ reasons.

‘Win-win’ reasons were the closest any companies in the sample came to this theoretical
end point on the WHY continuum. In practice, companies always had a mix of reasons
intended to benefit both themselves and their stakeholders, where the benefit to
themselves was a strong motive for engaging. As demonstrated while describing the other
end of this spectrum, many companies were focused primarily on the corporate benefits

associated with CSR. However, other organizations were engaging in CSR with the
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intention of benefiting themselves, and other parties, although not necessarily equally. For

instance, one company identified its desire to act as a catal yst for development:

NR6: But know, you know, the overarching philosophy isthat we're you know, we want to be
accepted in people’ s backyards. We also uhm want to act as a catalyst for making sure that
there is a stream of revenue and benefits the flow back to the local communities that often

doesn’t, wouldn’t happen without our without our encouragement without our intervention.

(p-29).

Another highlighted the need to engage in CSR and related activities when thereisa

failure of government.
NR3: | think it changes, | mean in some places where we work, there is effectively not
government so there we do things that we wouldn't ordinarily be comfortable doing, because

nobody else does (p.40-41).

By implication, responding to the failure of governments means there is a need within a
community that is supplied by the corporation. Therefore, a corporation moving into an
area with aweak government must necessarily engage in CSR that is beneficia both to

the corporation and to those it isimpacting in the local area.

Other interviewees talked about the importance of responding to stakeholders:

PS3: uhm | think the motivation was to ensure that we ended up with something that
would speak for everybody. So it wasn't just, you know employees | mean clearly, our
employees were key to it because if they didn't believe it then it wouldn't happen. But equally
we wanted to make sure that it was resounded with our key stakeholders so uhmin particul ar
with investors, so necessarily talked to institutional investors and individual shareholders ...
So we just look to the various interested parties really. And they just wanted to make sure that

not necessarily we addressed al of them because you can't necessarily address all of them, but
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certainly that we involve all of them in the processto to try and get something that would

speak to say everybody (p.6).

CN2: yabut uh the drivers, uh a couple of companies I’ m working with do see you know,
these things really can highlight uh where we' re going wrong , where we need to make
improvements and uh where you know where we will drive down costs or uhm you know
create some value for external stakeholders be they community members or uh NGOs or

whatever (p.4).

NR5: uhm expectations from a wider range of stakeholders, uhm a need to be clear about our
accountabilities. So it was motivated by arange of those issues - so, internal alignment,
external accountability uhm and reflecting the international nature of the company in trying to

bed down some core standards of behaviour (p.5).

Others have discussed the importance to those within the business who have a personal

commitment to CSR and focus on driving it forward within the organization:

RT1: causeitsright for [RT1] to do this as a company, so what drives usis a combination of
the two of those things because there are people that want to do this, that believe passionately,

and that’s, for them, its solving the problem, its an intellectual challenge (p.37).

SP(P)1: thefirst level commitments was made because it was the right thing to do and uh, you
know, it was kind of how we pinned our colours to the mast, and as we’ ve got more and more
aware, you know, of the seriousness | suppose of the you know the constraints on the

ecosystems and so on, our commitment and passion has got stronger as well (p.7).

CN2: I’ ve heard more you know, uh more from the you know it’ s the right thing to do whether
itsan EMS or uhm or a code like a code of business conduct or whatever, that that like, that

that’s what I’m hearing more of (p.4)
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Clearly, these responses indicate some interest by companies to identify and respond to
the needs of stakeholders and to ensure that elements of the strategy benefit them as well
asthe corporation. Asillustrated by PS3 ‘it's a combination of a number of things' (p.20).
This combination of motivations was a more common response to discussing the motives
for CSR involvement and was found within a majority of the interviews with some
motives focused more on benefits for the corporation, and others focusing on a range of
benefits for both the corporation and its stakeholders. There were no indications that
corporations were engaging in CSR activities solely to benefit stakeholders and not

themsalves.

Thus, why a corporation engages in CSR and the underlying assumption of who benefits,
has a significant impact on the nature of CSR strategy and the institution of CSR. Making
the decision (implicitly or explicitly) of who benefits:
e sendssignalsto corporate actors indicating in whose interest these activities are
taking place.
e focusesin-group members attention on intended beneficiaries and ways to achieve
benefits for these groups at the expense of other groups due to limited resources.
e legitimizesthe participation of beneficiaries in the development and
implementation of CSR strategy.
e shapesthetypes of initiatives that are developed, what outcomes are considered
acceptable and/or preferred, how these are measured, how long the initiatives run
for, who isinvolved in their development and implementation, where these

activities take place etc.
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e informally communicates a particular way of understanding CSR to internal and
externa groups, influencing the discourse and activities surrounding CSR and thus

impacting the way the institution is shaped.

6.2.3. Where Control of CSR is L ocated

Thethird and final substantive areais where the decision-making, control and authority
for CSR sit within the organization. This continuum refers to where the majority of
decisions regarding the nature and form of CSR activities take place, which then has a
significant impact on how it isimplemented in practice, and thus on how the institution is
perceived and shaped. It ranges from complete control over CSR and its implementation
centralized through head office, through to complete control over CSR and its
implementation localized through local offices. When CSR control is mainly centralized
at head office, the standards associated with CSR tend to be those that are appropriate to
head office culture (organizationa and national), and if control islocalized, standards are
created that are appropriate to the culture of the local office. Again, in practice, no
interviewees indicated their companies were at the extreme side of localized on this
continuum. However, it was more common for companies to hold control over most
aspects of CSR at head office. Thus, the where control sits significantly influences the
issues and emphasis given to certain initiatives, which influence the shape of the
ingtitution of CSR as communicated, acted upon, replicated and contested by both the

MNC and other stakeholders.
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6.2.3.1.

Centralized Head Office Control

In practice, there were no companies who held al control for all CSR activities at head

office. Companies where most elements of CSR were controlled from head office did

show some flexibility in the details of implementation.

NR2: uh, ya, | mean | think there are some interesting uhm kind of divergences uh depending
on where we operate, | mean a good exampleis our policy on business conduct uh, we have a
guideline for gifts and donations uh for North America, in that, in that guideline uh it states
that you know that we do not support uhm religious or sectarian uh causes, so we don’t
support construction of churches and you know kind of religious oriented events ... you,
ultimately you have to, you know the whole point of community involvement isto reflect
what the community wants you to do, and in Indonesia, the the Mosque uh is so tied into the
everyday community activities that we have had to kind of be more flexible in terms of the

company supporting those types of efforts (pp. 7-8).

NR4: and uhm we look at for instance things in that region practically. So for instance we
have alaw, we have arule that there is no, don't bring any weapons to work. Well in Alaska,
apparently people need to carry guns because there are polar bears, so you know, that’s
something that has to be different in Alaska so we we we we understand that there are
different aspects. Now there are more difficult ones like gifts and entertainment in Asia ... so
there are ways we have in which to fit the code into the culture of that particular country to

really uhm have it meaningful for them (p.28).

MF3: Soititit'sthose kind of differences, it'sit's more theit's cultural, but it's sort of our
perception, but | we take the view that regardless, of uhm it sounds awful, regardless of
cultural differences at the end of the day we are under the microscope everyday. Asan
industry and what could be perceived in one market as being acceptable, the Internet has been
you know isis afantastic tool for getting information around the globe very quickly, and that
published in a newspaper in the UK looks, you know, saying thisis what the companies are
doing, even though the intent wasn't to to advertise to children and in fairness to our marketers

they say no no it's not about that, the perception will be such (p.8).
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As MF3illustrates, the increasing visibility of global operating practicesis one of the key
reasons why some organizations keep control of CSR at head office. This sentiment is
echoed by RT4 and MF4:

RT4: Absolutely, and they're there are the cultural differences ... ff these people are living
there you know accommodation is small. They only have a small small space, you know the
washing facilities are very basic, toilet facilities are pretty basic and if you went in there as a
Westerner you sort of say ((intake of breath)) oh, thisisabit you know ... and and it hits you
... but culturally, you know, our customersin the UK will expect certain thingsto

happen. So therefore you've got to reach a certain baseline with this (pp. 14-15).

MF4: Because there are no local issues anymore. That's the important thing with the Internet.
Y ou know someone's only got to make a mistake in outer Mongolia or something and then the

next day it's on the front page of the Guardian. So everybody understands this now (p.28).

Clearly, there are expectations in Western markets about acceptable conditions under
which people live and work. If these expectations are not met, companies who depend on
Western markets (particularly if they are based in a Western market) may face
considerable pressure to change those operating practices. Gap and Nike exist as good
examples of the consequences that may result from this type of organizational structure,?
and include such consequences as consumer boycotts and long-term damage to reputation.
It is the knowledge that these consequences can occur, rightly or wrongly, that cause
some companies to maintain control over CSR at head office. Head office control
therefore has a significant impact on what counts as acceptable practice with regard to

CSRin al global operating locations.

! Thisisnot to suggest that there are not concerns with certain types of operating practices. However, the
morality of these practices are not under discussion in this section.
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6.2.3.2.

Localized Control

In only one interview did the respondent indicate the company felt it more appropriate to

delegate responsibility and control over CSR standards and practices to local offices, with

minimal direction from head office.

MF2: and all of them operate to an agreed strategy and executional plan, but that, what that
meansis that the general manager in anindividual country has a considerable amount of
flexibility in terms of how he will execute the business locally. We manage these, this aspect
of our business also in avery similar way which is we give them the policy, to the general
manager and histeam and said right hereit is. It is up to you how you ensure that thisis
implemented and complied with and lived in your organization. We suggest you trandate it
into local languages, we suggest you circulate it and have it easily available, uh we suggest
you put it into the joining pack for all new joiners etc etc. But its up to you exactly what you
do because practice varies from country to country as well (pp. 7-8) ... because what’s best
practice in Scandinavia might be completely inappropriate in Italy, simply because business
practices are very different, cultureis extremely different uh people practices are very

different (p.9).

Most companies nearer to this side of the continuum took the ‘being local worldwide’

approach and had certain minimum standards that exist in critical areas, with other areas

open for interpretation by the local offices.

RT4: Yeah, | mean, cultureis clearly interesting and what we don't do, even in their business
practicesisiswe never you know, we always rely on the local the local culture, the local
manager suhm to be the one that under stands the business under stands the culture and
and really knowswhat’s happening, because if if it's like when we move to China or Russia.
Now, we we might start off by maybe, you know giving some support from the center from
the UK or maybe from France to to start the business but very quickly we move on ... we very
much believe that it can only be driven within the local culture. However, having said that,

you know, there are certain, if you like critical areas, and we would sort of say, that it's
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important for us to know that whatever culture you're in that these don't for example, our

factory and working conditions (p.11).

PS3: | mean it's a different its different businessin the USthanitisin the UK. So you, there
are particular places where there is need to be different. But where it doesn’t need to be
different, we started moving towards not being different ... it's where the the legal side of it
comesin, and | say, we need to do different thingsin the US in terms of that than we do in the
UK, and we always need to ... So, that would be | guess an example of where you know a
difference exists because it hasto. But on safety it’s a common vision. On uh inclusion and
diversity its acommon vision. So where you don't have to have uh differencesthenit'sa

common vision (p.28).

MF4: And the other thing that’s very important though is that, you have all these frameworks
in place, but bearing in mind we operate in 180 different countries, we've got to be culturally
sensitive. Y a, because what CSR actually meansin the Middle East for example is somewhat
different than what it might mean here ... so it's not a question of going to preach to people.
It’sa question again of saying look, here'sour basic framework for CSR you know the
business principles adapt thisand develop your own framework for cor por ate social
responsibility asyou think will work. Thereisno point in force fitting things into

organizationsif they don't work culturally (pp. 16-17).

Asthe quotesin this section show, few companies have localized control. More often they
either work to be ‘local worldwide’ or to control CSR from head office. Thus, where the
CSR strategy is controlled has a significant impact on the nature of standards deemed
acceptable and where the responsibility and authority for CSR activities takes place.
Therefore, where the company sits on this continuum:

e impactsthe feasibility of participation by certain individuals and groups.

e determines who controls CSR activities and thus the organizational and national

cultural influence on them.
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e hasimplications for the particular groups and individuals that benefit, and they
way in which these benefits take shape.
e forms part of the working definition of CSR held by the organization, influencing

how the institution of CSR is perceived and shaped.

6.3. Summary for Three Substantive Areas

Clearly, these three substantive areas of difference, whether made with afull
understanding of the consequence on strategy or not, have significant impacts on the
nature and form of the resulting CSR strategy and practices. Thefirst area, deciding who
participates, has impacts on the types of issues that are voiced, considered relevant and
given legitimacy within the forma CSR discourse and thus what issues or concerns
become the legitimate basis for action. The second, why companies choose to engage in
CSR, has implications for who in the main benefits from CSR activities. The third and
fina area, where control is held, impacts which standards of behaviour are considered
acceptable regarding CSR issues. Clearly there is overlap between these areas and a
position on one continuum is likely to affect the position on the others. For instance,
companies that restrict participation to head office employees only tend to focus their
efforts on CSR activities that benefit the corporation above stakehol ders whose concerns
they tend to know little about, and thus the acceptabl e standards of behaviour are based on

their determination based on their own perceptions and cultura influences.

The impact of the substantive areas will be shown in more detail in the following section
where each substantive areais grouped with another to help illustrate the range of
strategic action employed by MNCs in responding to the constraints and exploiting

opportunities provided by the institution of CSR.
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6.4. Strategic Responsesto the I nstitution of CSR

When investigating how CSR worksin practice, thereis ahigh degree of overlap between
the three substantive areas. As with the first section in this chapter, for analytical reasons,
the areas will be described two at atime to show how placement on one continua
influences placement on another. Exploring these combinations provides the opportunity
to identify how corporations are strategically responding to and actively shaping the

institution of CSR.

Asindicated above, in many cases, the extreme poles were not in evidence within the
participant companies, thus the best match has been provided. For instance in the
WHERE/WHY comparison, no companies in the sample engaged in CSR or related
activities purely for the benefit of al stakeholders equally. All had strong business
reasons, but in some cases these were mixed with motives based on benefiting
stakeholders. Because the labels and examples to follow are based on the red life practice
of participant companies, many do not represent the polar extremes where these
continuums intersect, but somewhere further toward the middle. Each example will also
include information about how far it sitsin relation to the polar extreme of the two
continuums in question. The north-east quadrant of each matrix is not assumed to be the
ideal asin most cases to be both realistic and effective from a practice perspective

requires a blend along both continuums.

The remainder of this section details the range of strategic responses utilized by
participant companies based on the three substantive areas of difference. The quadrants
where the most participant companies would reside are in the darkest colour, gradually

getting lighter with the lightest being the least populated quadrant. These are rough
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estimates based on the snapshot taken during interactions with participants and on

accompanying documentation. Thisis due to the fact that company positions within these

guadrants are likely to change as aresult of the fluid and dynamic nature of the institution

of CSR and the actorsinvolved in shaping it, therefore making it irrelevant and
inappropriate to quantify. As such, best empirical examples are used to describe

companies in these quadrants.

6.4.1. WHO/WHY Combination

The WHO/WHY combination illustrates the strategic responses that result when the
formal strategy is created either in isolation or in collaboration in conjunction with the

natures of benefitsit is designed to accrue.

Figure 17 WHO/WHY Combination of Strategic Responses
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6.4.1.1. ‘BusinessasUsual’

When companies develop their formal strategy in isolation (typically at head office) for
the purpose of benefiting the corporation (business case reasons for engagement), the
response tends to be quite ceremonial/symbolic or decoupled. Companies do little to
internalize the values and practices associated with CSR, except in highly visible terms,
focused on principles of marketing and communications. These companies want to ‘be
seen to be doing’ CSR while still conducting business as usual. NR4 is very close to this
polar extreme where those in charge of developing the formal CSR strategy provided only
powerful membersinternal to the organization with access to participate in the process,
and focused on providing employees with a document that would guide them in the
appropriate way to act as amember of this organization. While this guidance did have
elements pertaining to groups outside the organization and how employees might
contribute to society, it was constructed so as to ensure that reputation was improved and

risk reduced through the ‘ proper’ behaviour of employees.

6.4.1.2. ‘Placatethe Critics

Companies who collaborated with awide range of internal and external groups to create
their formal CSR strategy but who focused on the benefits they as an organization would
accrue did so mainly to satisfy hostile externa pressure. These collaborations were
conducted to test the opinions of the external groups and seek ways of reducing the
conflict, while expressing the limitations of the organization in being able to
accommodate these requests. MF3 is al'so a good example of a participant company close
to the extremes on these two continuums. It isin a controversia industry where the
external critics are very loud, hostile and visible. Thus, the company has developed very

sophisticated stakeholder engagement processes throughout its operating locations, but
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particularly where the critics are the most potent, and works with them to and reduce the
hostility. However, because it is the nature of these products that are in debate and this
company (and othersin itsindustry) continue to produce the controversial products, these
companies do what they can within their production processes to placate their critics. For
instance, rather than change the products that they produce, MF3 works to ensure no child
labour in its supply chain and engages in partnerships with environmental NGOs. Thus,
the company puts measures in place to reduce criticism as much as possible so as to
continue business as usual by continuing to sell controversia products, thereby ensuring

its long-term survival in the face of potent critics.

6.4.1.3. ‘LetsHelp You to Help Yoursdf’

The data did not suggest that companies focused purely on the benefits for stakeholders,
but in fact on ablend of reasons including benefits to themselves and their stakeholders.
Therefore, the example in this and the next section represent the companies who are
furthest towards this side of the WHY continuum and reflect the appropriate positions on
the WHO continuum. Companies who demonstrated more interest in the benefits accruing
to stakeholders and who devel oped their formal strategy in isolation at head office tended
to have strong strategies in place that relied on providing for the needs of local
stakeholders, as away of maintaining their ability to operate in the area. These companies
tended to focus on infrastructure devel opment and maintenance in local areas. NR6 has a
very strong hierarchy headed by their CSR policy (which they also call acode), andis
supported by arange of procedures and standards in that detail the socia and
environmental responsibilities of those within the organization. The top level policy (or
code) was devel oped around a business coalition code that NR6 headed up, and was

intended to set aleadership position around CSR issues for these businesses operating
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globally. Thus, the formal strategy isinfluenced by the coalition code by developed
internally within a head office environment. However, in implementing their strategy,
NRG6 clearly ‘don’t focus on empowerment...that would be a secondary benefit’ (NR6:25)
but ‘just [on] improve[ing] the living conditions of the people’ (25). Thisincluded drilling
water wells, constructing water reservoirs, water distribution systems, water sanitation
facilities, power generation and distribution systems, schools and technical training
institutes. NR6 stands out from other companiesin this area due to their work with local
NGOs on ensuring that some of the payments the company made to the government in
taxes were then distributed back to the communities in which they were working. NR6 is
focused on helping communities create sustainabl e projects that would provide them with
a better quality of life long after the company left the affected area, as well as getting their
own house in order but the internal activities and the parameters for the community

activities are determined in relative isol ation.

6.4.1.4. ‘LetsDo ThisTogether’

Again, the pure form as outlined above was not supported empirically. Companies who
collaborate on the development of their strategy and who are interested in ensuring some
benefits also accrue to stakeholders more equally tended to work with partners who
affected the development of further iterations of CSR strategy. NR3 is heavily involved in
stakeholder engagement and isinvolved in arange of partnerships at the local, national
and global level including Royal Botanic Gardens Kew, Conservation International, Bird
Life International, the Nature Conservancy, research organizations, museums, local
community groups etc. During the interview with NR3, he stated very clearly that these

partnerships have adirect, intended impact on future developments with regard to CSR.

‘“We have quite you know very strong documented partnership agreements with those

organizations. The programs are developed jointly, you know all that sort of thing so its not
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philanthropy, its not about just writing cheques, its actually about working together and we
find that through that working together process, that’s where you, you know you think of it as
sort of a Venn diagram that’s where you maximise the intersection of the circles and more we,

we found the more we work together the greater the intersection becomes’ (NR3:19-20).

To summarize, the majority of participant companies would fall somewhere within the
two southern quadrants, as most developed their formal strategy internally, with some
companies who appeared to be interested in creating real improvements for affected
stakeholders. Organizations who were most open to ‘revolutionary’ changes (see Chapter
2 & 8) intheir operating practices tended to be those who were facing well organized,
hostile critics who based their criticisms on the controversial nature of the products
produced. The least populated quadrant would be ‘Lets Do This Together’ as many
companies appeared reluctant to let *outsiders have significant control over decision
making within the organization as well as be the beneficiary of a mgjority of the

initiatives implemented by the organization.

6.4.2. WHO/WHERE Combination

The WHO/WHERE combination illustrates the strategic responses that result when the
formal strategy is created either in isolation or in collaboration in conjunction with where

control for the implementation is held.
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Figure 18 WHO/WHERE Combination of Strategic Responses
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Companiesin this quadrant are focused on controlling both the development of their
formal CSR strategy and the implementation of it typically from head office location.
While operating in 40 countries worldwide, NR1 ensures all operating locations ‘ sing the
Stars and Stripes Forever’ and do not change the CSR policy to meet local conditions,
unless under proper disclosure certain flexibilities are allowed so long as they fit within

the overall framework of NR1 s policy.

6.4.2.2. ‘'Stakeholder Knows Best’

Companiesin this quadrant focused on engaging a wide range of internal and external
stakeholders early in the development process and worked with these stakeholders to
develop a centralized strategy. PS3 isavery good example of companiesin this quadrant

where they engaged over 4000 different internal and external stakeholders across two
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countries to determine the content and form of their CSR strategy. These stakeholders
were engaged prior to the development of a‘ strawvman’ and asked to rate the company on
apreliminary range of CSR issues they had drawn up to begin consultations — whether the
issue isimportant, ranks how important in the overall, how well the company was
performing with regard to the issue, and whether certain issues should be added or
dropped. This information was then taken into focus groups where the text of the CSR
commitments were drafted, with all possible care taken to ensure the words used were
understood similarly between groups in the two countries. Once this was achieved, the
formal strategy (acode) was drawn up and its implementation controlled centrally by the

CSR team.

6.4.2.3. ‘Local Business Units Know Best’

Within the group of participant companies, none were at the extreme end of ‘localized’ on
the WHERE continuum. All head offices maintained some control over CSR although in
rare cases it was minimal. Therefore, companies within this quadrant left control of CSR
up to the local operating units with only minimal guidance, where it was up to the loca
business unit to get to grips with CSR and report back to head office with the results.
Only one company within the sample could be characterized as fitting firmly within this
guadrant. The next closest company would likely sit somewhere around 25% on the
localized continuum. Both of these companies characterized themselves as highly
decentralized and thisislikely to be amajor factor in why these companies operate this
way with regard to CSR. However, thisis outside the scope of thisinvestigation. MF2
found that with the cultural (and accompanying legal) environments so different across
countries, it did not make sense to dictate from the centre what CSR should look like and

gave only minimal guidance through a short code supporting internationally agreed
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standards such as ILO conventions and the UN Declaration of Human Rights. This code
contained minimum commitments that could be expected internationally, and if this

minimum was not met it was sanctioned with strict punitive measures.

‘| think our response to that would be that you can lay down a set of aspiriational minimum
standards and you can insist on your people generally meeting them around the world.
Although interesting when we come to talk about experience, you will find that there are
certain parts of the world where it is very difficult even to hit minimum standards because its
just not the business culture of the uh alocal business culture if you will. Uhm but what you
cannot do is you cannot legislate or regulate from the centre, the maximum standards that you

require because it is not possible’ (MF2:11).

MF2 |eft these decisions up to its business unit managers and these individuals were
responsible for developing and implementing CSR, including its systems and
processes (e.g. training) with minimal reporting back to head office. Those CSR
initiatives that occur are very tightly aligned to their core strategy and are few in
number. They aso focus on consumer awareness campaigns to help consumers utilize

their productsin amore ‘CSR’ friendly way.

6.4.24. ‘Flexibleto Local Market’

Again, there were no companiesin the far extreme of ‘localized” on the WHERE
continuum. Companies closer to the ‘ centralized’ side in this quadrant worked in
collaboration to develop a strategy controlled somewhat locally. RT5 is the most
‘extreme’ example (although is not extreme on either continuum) to fit within this
guadrant where functional experts from within head office created a code that they
then went and tested in their different markets to see what their perceptions were on

different elements of importance such as corruption, sexual-harassment, employee

Krista Bondy Chapter 6 — Strategic Responses to CSR 306



representation etc. Their research highlighted that the local businesses did not want to
create their own strategies as they did not have the time and expertise so asked for
head office guidance on strategy development. Head office engaged in dialogue with
arange of stakeholders on specific issuesin the creation of specific policies (e.g.
environmental groups to create the environmental policy), many of which were
combined to create the guiding principles for the global business. The codes and
policies that support these principles are in most cases (with the exception of issues
dealt with through legislation such as competition law) left to the operating locations
to make ‘relevant in their own context addressing the issues that are most relevant
within their own culture, but also uses alanguage that’s most common in their
business environment’ (RT5:7). Thus, internal and external collaboration was used to
create a set of principles, supported by arange of policies, codes etc. that are
developed in some cases in dialogue with local stakeholders. Therefore, the local
markets have considerable influence in the overall CSR strategy developed by the

organization and in particular in their own operating location.

To summarize, as was seen in the previous combination, most of the companies adopt a
strategy whereby they develop their CSR document(s) in isolation at head office, many of
which also keep control of the devel opment and implementation centralized. However,
very few companies localized the control of their CSR strategy, meaning that the North-
east and South-east quadrants represent far fewer companies than the western quadrants.
Of those companies that engaged external stakeholdersin the development and
implementation of their CSR strategies, most began their engagement with adraft or

‘strawman’, allowing for varying degrees of change based on stakeholder comments.
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6.4.3. WHERE/WHY Combination

The WHERE/WHY combination illustrates the strategic responses that result depending

on where control for CSR strategy is held and who it isintended to benefit.

Figure 19 WHERE/WHY Combination of Strategic Responses

Localized

‘Protect the Markets’

NRS Local Stakeholder is King

WHERE
~ How

Centralized

Benefits for corporation Benefits for stakeholders

WHY

Purpose Underlying Activities

6.4.3.1. ‘Protect the Status Quo’

Companiesin this quadrant were keen to ensure CSR either enhanced traditional business
concerns such as profit, efficiency etc. or was minimized so as not to get in the way of
traditional business concerns and to do this had to keep control over it centrally. These
companies actively worked to adapt CSR into something that did not challenge existing
notions of business and its key objectives but could be used to further the value
propositions or reputation of the product and brand. As Chapter 7 illustrates in detail, the
case company approached CSR from the perspective (although there was some internal
conflict over control) that CSR was only as good as the benefits that would accrue to it by

taking part. These companies focus on controlling CSR as tightly as possible from head
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office to adapt it in such away as to achieve maximum benefit for the organization with

the minimum amount of work on it.

6.4.3.2. ‘Protect the Markets

Companiesin this quadrant would be focused on the benefits accruing to the organization
typically at the local level due to the fact that control for the strategy would be localized.
As mentioned in the previous combination, very few companies in the sample had
localized strategies. NR5 provided their different operating locations with a set of general
principles that all operating locations were required to implement, but how they
implemented them was up to the different locations. Control for developing CSR (so long
asit fit within the 12 principles) was left up to the locations with the exception of a strict
compliance process that was managed by head office, and appeared to focus more on risk
and control elements of CSR than any others. It was not clear in the interview how much,
if any, emphasis was put on the benefits attributable to other stakeholders as our
conversation focused very much on the systems and processes (compliance in particular)

used by head office in implementing the 12 principles.

6.4.3.3. ‘Societal Licenseto Operate

Companies within this quadrant have more interest in benefits for all affected
stakeholders but keep central control over the implementation of the strategy. In this
guadrant are companies who need the ‘societal license to operate’ and while there are a
range of companies in the sample with this requirement, NR2 is the best illustration of the
meeting of these two continuums. To ensure that they are able to operate in ‘ people's
backyards' the company must be involved in arange of projects, typically infrastructure

development and training, and therefore must be in constant contact with the local
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communities and NGOs to ensure that reasonabl e concerns or needs are met by the
corporation to maintain a positive relationship with these stakeholders, but also to ensure
agood reputation that will allow them to negotiate with new communities in the future.
NR2 has a centralized policy on CSR and a strong set of supporting activities run from
head office (health and safety, compliance, training, whistleblowing, policy design etc.)
that ensure the policy isimplemented consistently acrossits global operations. Some of
these systems and processes are controlled by head office because they are legal
requirements of the company and hence must bein evidence in all global operations (e.g.
Foreign Corrupt Practices Act in the US). However in some cases, NR2 has had to modify
their commitments to reflect expectations of local communities. For instance one of their
sub-policies was that they ‘do not support construction of churches'. However, in the
Muslim countries in which they operate, it is an expectation of both the local government
and of the local people that the company will either build a church, or aschool that is
connected to religion in some way within the local community (NR2:7-8). Thus, NR2 has
little choice but to build one or both of these types of facilitiesin Muslim areasin

contradiction to their policy for the rest of the world.

6.4.34. ‘Local Stakeholder isKing’

Companiesin this quadrant would have avery localized CSR strategy, with very little or
no control held at head office and focused on the benefits to all stakeholder, most likely at
the local level. There are no companies in the sample who fit within this quadrant most of
the time. There are incidents within particular regions that occur for particular pointsin
time where certain companies (such as NR6) were threatened by certain groups with
being more flexible and responsive to the group needs. During the course of acommunity

meeting, the local community representative threatened to kidnap NRG6 interview
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participant due to the fact that the community felt the company was not doing enough for
the community. In this case NR6 did not respond to the threat outright, due to the fact that
they felt this community had become too reliant on handouts from both themselves and
government and were therefore reluctant to increase their own responsibility for
maintaining infrastructure etc, whereas NR6 was trying to ensure the infrastructure would
be sustained after they left the community. It appears however, that companies fall into

this quadrant for brief periods of time and only in certain geographic areas.

To summarize, the majority of companies fall within the southern quadrants, with the
most falling into south-west. Again thisis due to the fact that most companies want
control over CSR to be centralized, athough this may change as companies become more
comfortable with what CSR is, what implications it has for the business and it becomes
more institutionalized. Not many companies appear in the northern quadrants due to the

fact that few companies localized control of their CSR strategies.

6.5. Three Substantive Areas Combined

Dueto the difficultiesin providing a clear analytical description of al three substantive
areas of difference together, this section will provide an example of how all three areas
combine to influence the devel opment and implementation of CSR strategy within one

organization.

NR4 is a strong example of acompany which isin each of the south-west quadrant of the
combinations. It was very isolated (WHO) in the development of its strategy such that
only high ranking and/ or powerful internal members of the organization were invited to

participate in the development of the strategy which virtually ensures that a myopic
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perspective is formalised in the strategy. Priorities tend to favour business-centric issues
such as fair competition and activities that promote, maintain and/ or improve reputation.
The commitments made by NR4 in their CSR strategy although superficially stretch
across the ‘universal issues' discussed by NR3 such as health, safety and the environment,
employees, suppliers, governments, communities, and company specific issues, tend to
encourage compliance behaviour of employees. For instance, most issue areas within the
strategy are framed according to compliance with local laws, focus on issues already
enshrined in the national law of NR4s home country, focus specifically on issues that
have been highly visible within the media (e.g. child labour, bribery and corruption), or
where the company has faced negative media attention in the past, and are generaly
vague and unhelpful. Thus NR4s CSR strategy appears to be focused on ensuring
employee compliance rather than on advancing changes in behaviour and attitudes of the
business and its stakeholders to CSR issues that are salient to both groups. It does not give
consideration to cultural differences at the strategy level, address priorities of certain issue
areas or locations, or represent the voice of its many stakeholders but a perception of that
voice held by senior internal people. NR4s strategy is arisk mitigation exercise which

reflects the perspective of the isolated view involved in creating the CSR strategy.

The isolated approach is influenced by the reasons for engaging in CSR (WHY):
NR4: there were polices on these topics al over the globe in various forms,
some of them sort of in somebody’s desk. Thisisthe first time these topics
were explored on a global basis and made directly applicable to every
employee no matter where they worked ... it was really thought, thinking
through what as the company do we expect from our employees as minimum

behaviour (pp. 3-4).
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NR4 also mentioned attracting and retaining talent and driving organizational change.
Thus, the interviewee exclusively indicated business case reasons for being involved in
CSR, emphasizing the focus on generating business benefits from engagement and very
few on the benefits that would accrue to other stakeholders, even if unintended. Thiswas
also true of company publications that presented core motivations based primarily on
benefiting the business, with stakeholder benefits often less prominent. It is clear that the
priority in CSR engagement was to secure business benefits, competitive advantage in
particular, and as such was deemed unnecessary to engage in broad collaboration in

developing the strategy.

Some combination of these influences, and the impact of operating in the US (thus being
bound by the Federal Sentencing Guidelines) affected NR4s centralization of CSR
activities. Not only were the strategy, rollout, communications plan and metrics
developed internally at head office level with senior managers and powerful individuals
(see Chapter 4 — Create Draft Strategy Before Stakeholder Engagement), but strict control
was maintained over subsequent activities within both the domestic and foreign operating

locations.

NR4: so uhm they can customize their marketing materials, their teaching materials, there
awareness materials. They could aso have discussions about what this particular policy means
in their region and uhm we look at for instance thingsin that region practically. So for
instance we have alaw, we have arule that there is no, don’t bring any weapons to work. Well
in Alaska, apparently people need to carry guns because there are polar bears. So you know,
that’s something that has to be different in Alaska so we we we we understand that there are
different aspects. Now there are more difficult ones like gifts and entertainment ... uhm and
we've said no cash gifts ... but we also need to recognize that in some cultures uhm thisis just
afundamental part of of the culture ... so there are ways we have in which to fit the code into

the culture of that particular country to really uhm have it meaningful for them (p. 28).
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This quote indicates that all strategy and accompanying implementation information,
guides and tools were created at head office, but local offices were able to modify these as
were appropriate to their own cultural circumstances, so long as they did not violate the
minimum standard set out in the strategy. In real terms this meant the operating locations
were able to get approvals from head office for modifications to specific commitments
such asin alowing employeesin Alaskato carry shotguns for protection against
aggressive polar bears. However, these locations had little ability to influence the CSR

agenda, subsequent commitments, and limited control over their implementation.

Therefore, NR4s approach to the development and implementation of CSR was to
decoupl e their response from changes to the organization, thus redefining and shaping
thelr interpretation of the institution of CSR in such away as to subsume it within the
dominant logic of traditional business. Therefore, NR4 is an example of acompany
working to ensure CSR results at most in evolutionary changes within the organization
(see Chapter 8), where decoupled responses tend to be the norm. NR4 represents the more
common grouping across al three substantive differences combined, although some other
companies were not as far at the extreme of the three continuums as NR4 was at the time

of data collection.

6.6. Effect of Agency on the Institution of CSR

AsMNCs develop their deliberate and unintentional CSR strategies through formal
development and informal activity in this area (Mintzberg and Waters 1985), they are
creating both aformal stance on CSR and an informal working definition that are
tranglated into their activities, initiatives, policies etc. Thusthe MNC activity on CSR is

translated into regulative (in the form of codes and policies), normative (in the form of
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CSR roles within the organization, expectations around employee volunteering) and
cultural-cognitive (in terms of attitudes towards CSR internally and its importance in
things like decision-making) elements compatible with those in the wider institution.
These elements are communicated within and outside the organization and the degree to
which these interpretations of CSR are likely to influence the wider institution of CSR is
in part due to how powerful the organization is within its organizational field (Leblebici et
a 1991). Thus, a‘Business as Usua’ response to CSR for example carries with it
regulative, normative and cultural-cognitive elements that influence the institution of
CSR. Asinthe case of NR4 demonstrated in the previous section and who also represents
the ‘Business as Usual’ strategic response, the way in which they define and work with
CSR eementsresultsin an effort to minimize the institution, working to slowly translate
the core philosophy of CSR (triple bottom line) into something that is acceptable to the
existing dominant institution for business predicated on a single bottom line philosophy.
Therefore, NR4 actively works to shape the logic of CSR so that it is not longer
philosophically different from the dominant logic, thus reducing itsimpact on them as a
business so they can carry on in asimilar fashion to what they have done to date. Aswas
clear from section 6.4.1.1, this strategic response to the institution of CSR has been
replicated across a number of the MNCs in the study, thus suggesting that while the
mimetic pressures are sufficient to enforce replication of CSR activity across MNCs, the
desire of organizations to maintain their existing positions of dominance over key
resources encourages many to respond strategically to these pressures by shifting the

shape of CSR to fit the ‘Business as Usual’ agenda.

Common sense suggests that certain strategic responses are more likely to be effective

than others. For instance NR4 was keen on public presentations of their strategy and in
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developing the gimmicks that would encourage peopleto ‘buy-in’ such as videos and
games etc. but did not focus on how operational systems involved in producing their key
products would be evaluated or adapted as aresult of these commitments. Approximately
six months after the interview with NR4, they were charged with serious health and safety
violations in one of their operating locations. Had the CSR strategy been more coupled to
operations, it islikely that these operational problems would have been prevented and the
damage to their reputation been averted. Also, a consistency of approach to CSR resulting
from a coupled response could be expected to have more influence on internal and
external groups, thus permitting the organization more ability to shape the institution of
CSR. Thisisthe case with PS3, who have brought the institution of CSR into their
business through a concern over non-market risks. Their response to CSR isbased in
stakeholder engagement, held centrally at head office and is intended to have real benefits
for shareholders and communities alike. While not yet embracing awide set of initiatives
on CSR at this stage of implementation, the consistency and integration of their current
philosophy within policies and actions have won them awards over at least the last five
years for such things as reporting, have given them access to senior government officials
who are working closely with such organizations to create guidance for business on CSR,
and are consistently rated as a trustworthy organization by communities and their
employees. Thus, by having a more coupled response to the ingtitution of CSR, PS3 has
more ability to shape the institution as it goes forward than does NR4. Thus, organizations

can and do have a significant impact in the nature and shape of the institution of CSR.

6.7. Conclusion

Based on the discussion and evidence presented in this chapter, there are four key

conclusions:
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1. There are three substantive areas of difference in the way in which MNCs develop
and implement CSR strategy,

2. Each substantive difference can be presented as a continuum of possible
responses, where the implications of these differences on the nature of CSR
strategy development and implementation can be partially characterized,

3. The substantive areas are useful to show the range of activity in key components
of the development and implementation process and thus to highlight the range of
strategic responses of MNCs to the institution of CSR, and

4. Theresulting 12 types of strategic response reflect how organizations are actively
attempting to shape the institution of CSR to meet their needs, and thus show the

role of agency in influencing institutions.

First, in analyzing the interview and case study research, it was clear that while the
practices surrounding CSR are largely standardized (as described in Chapter 4), there are
afew substantive areas in which companies act differently. These overlapping areas are
WHO is allowed to participate in the devel opment and implementation of CSR strategy,
WHY they engage in it and thus which groups are these efforts intended to benefit, and

lastly, WHERE authority and control of CSR are located within the organization.

Second, the continuums depicted in Figure 16 Three Substantive Areas of Differencein
Development and Implementation of CSR Strategy illustrate the conceptual extremes of
these three substantive areas of difference: WHO participates moves from isolation to
collaboration, WHY moves from primarily benefits for corporation to benefits for
stakeholders, and WHERE moves from centralized to localized authority and control. The

way in which an MNC responds to these areas has implications for the institution of CSR.
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Third, these substantive areas are useful in part because they highlight the fact that
companies are actively engaging in shaping CSR, and allow for the creation of the 12
different strategic responses. Fourth, each of these 12 have implications for how CSR is
perceived and acted upon both inside and outside the MNC. Most companies were
actively engaged in defining and shaping CSR internally, which is communicated to
internal and external stakeholders whether intentionally or not. Because MNCs are
powerful organizations, and have a significant impact on individuals, other organizations,
governments, communities etc., the way in which an MNC shapes CSR has the potential
to significantly affect the institution of CSR primarily due to mimetic and coercive
pressures existing within the external environment. In other words, an MNC feels
pressured to engage in CSR, thus creates its own strategy and implementation plan, this
implicitly or explicitly communicates their interpretation of CSR to awider community,
and thisinterpretation is likely to be replicated or integrated to some degree depending on

the position of the organization relative to its organizational field.

Thus, this chapter provides evidence of arange of strategic responses employed by MNCs
when engaging in CSR. These strategic responses are evidence of the role of agency in
shaping the institution of CSR at the organizational level. This supports the conclusionsin
Chapters 4 & 5, where the constraining elements of an institution of CSR can be
identified within three levels of context that influences MNCs to adopt a highly
standardized set of practices for developing and implementing CSR strategy. Where
differencesin this standardization exist, they provide the opportunity to investigate the
enabling characteristics of the institution of CSR, by identifying where organizations are

influencing the shape of it to better fit their own agenda, in some cases providing
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organizations with opportunities that would not have been available only within the

existing institution.

The opportunities provided by the existence of an institution of CSR will be further
discussed in the next chapter, which is the second of two chapters to discuss the enabling
characteristic of institutions, focuses on how individuals shape CSR within their own

organization to meet their own goals and agenda.
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7. Shaping the Institution of CSR

7.1. Purposeand Aims

Chapter 4 illustrates the vast degree of similarity in MNC systems, processes and
activities around CSR, providing empirical support for an institution of CSR. Chapter 5
discusses the key contextual pressures that influence the form of CSR described in
Chapter 4. Chapter 6 presents the three substantive areas of difference in the isomorphic
form described in Chapter 4 which help to highlight the strategic responses of MNCs,
suggesting the role of agency in shaping the institution of CSR at the organizational level.
This chapter presents evidence of agency at the individual level, where actors within the
case study frame and shape the logics associated with the institution of CSR and the
dominant institution of business to meet their own political agendas. Thus, this chapter
focuses on how the competing institutional logics of CSR and the traditional business
model are interpreted, framed and negotiated by key actorsinvolved in the devel opment
and implementation of CSR within the organization. It is the second chapter to discuss
role of agency in shaping ingtitutions and is the final chapter presenting data. This chapter
hasfive aims:

1. To describe and contextualize the case company,

2. To describe the impact of CSR as a competing logic within a single organization,
and how the individual actorsin turn struggle to shape these logics within the
organization,

3. To use power sources and influence tactics as tools to identify the nature of the
conflict between actors,

4. To respond to the need for empirical evidence at the level of the individual

organization (Hoffman 2001), and on the role of agency (Tempel and Walgenbach
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2007) to help understand how organizations, and their individual actors, affect the
form of institutions and how they change, and
5. To demonstrate the role these individuals have in shaping CSR internally and the

potential impact this has for the institution of CSR more broadly.

7.2. Case Study Context

Asdiscussed in Chapter 3, the case company was identified because of it being typical
with regard to CSR. It is not a company or in an industry that is highly visible with regard
to CSR issues (e.g. mining, oil & gas, retail), however asis discussed below, it is aso not
acompany or in an industry that has yet to receive much visibility around CSR issues
(e.0. electronics, education, financial services), nor was the company propelled into CSR
for any reason specific to the company (e.g. Shell and Brent Spar). At the time of field
work, the case study company was at early stages of CSR development and
implementation and had little impetus for making CSR a priority within the organization.
Thus the case study company is representative of atypical development and
implementation process, providing the opportunity to investigate what occursin a
‘typica’ setting with the potential to represent other ‘typical’ companies (Miles and

Huberman 1994).

7.2.1. Tourism Industry

A number of contextual pressures, particularly within the national/ transnational level
have had a significant influence on the shape and response of the tourism industry to
CSR. Thelast few years have seen tremendous changes in the industry’ s belief about the

value of CSR based mainly on rapid changes within the make-up and structure of the
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industry and the social and environmental backdrop to these changes. The global tourism
industry is one of the fastest growing. According to Tearfund (2002), in the year 2000
global tourism received £329 billion dollars, employed 260 million people, and saw
nearly 700 million peopletravel abroad. It is estimated to account for 11% of GDP, is
‘one of the top five exports for 83% of all countries and is the main source of foreign
currency for 38% of countries (Costas et a, 2003). September 11, 2001 had a significant
and profound impact on the tourism industry. By September 2, 2002, overall demand for
international tourism had dropped by 7.4% with an estimated 3.2 million in jobs |ost.
Trips from Europe into North America dropped by ~20% and British car trips went up by
~25% (Toyne, 2002). The drop off in travel resulting from the September 11 terrorist
attacks, and the vast range of environmental concerns such as natural disasters, diseases
(e.g. Foot and Mouth in the UK), climate change (as severity of stormsincrease) and the
behaviour of other industries such as oil spills and agricultural runoff (UNEP, 2006), have

shown the vulnerability of the tourism industry to non-financia concerns.

Some of these key vulnerabilities have been highlighted by the media and NGO groups,
particularly around climate change and destruction of destination communities (such as
death of the coral reef in Egypt) resulting from mass tourism. Governments have also

become increasingly involved in the rhetoric around climate change and in encouraging

companies to find their own solutions to redressing these concerns.

Interestingly, in 2002, demand ‘ sharply increased’ for companies offering products with
the aim of promoting sustainable tourism (Garrahan, 2005), and is considered to be one of
the fastest growing segments of the markets over the last decade (Costas et a, 2003),

however it has yet to be embraced by the ‘Big Two’. The International Tourism
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Partnership believes that as tourism relies on natural resources, local communities through
employment and cultural activities, and continued economic development of destination

countries, CSR amounts to good business practice and not philanthropy (Garrahan 2005).

The significance of these contextual factors in shaping the industry and its response to
CSR can be seen both in the industry backlash over the ‘real’ impact of holiday makers on
climate change and in proactive behaviour such as Virgin Atlantic’s recent flight using
bio-fuelled engines (Williams 2008). However, many NGO groups continue to be critical
of the industry’ s response to climate change issues and the government’ s lack of direction
specifically around the fact that transport companies have been exempt from emissions

reductions schemes (MacErlean 2006, Williams 2008).

Due to these contextual pressures and salient issues for the industry, tourism companiesin
the UK began to take the concerns of these groups and the social, environmenta and

economic implications of their businesses more seriously in the last few years.

7.2.2. Case Study Company — TR1

Alongside these external contextual pressures, TR1 faced a number or organizational and
individual pressures aswell. TR1 isaresult of the purchase and amalgamation of a
number of small branded tour companies throughout the last 40 years. Both of the two
major brands began as small retail shops that quickly expanded through the decades,
purchasing other small operators, afleet of aircraft, and branching out into specialist areas
such as Ibizaand Tunisia. Branded companies were left to work with their existing
structures and processes until the devastating effect of external events starting in 2001

with the terrorist attacks in the US, and arange of extreme weather events such as
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hurricanes and tsunamis. Although profits were aready starting to slump prior to 2001,
these external events, alongside some ‘ accounting errors’ and poor trading (Mesure 2002)
put TR1 in serious threat of bankruptcy. It was only through a debt-for-equity swap and
significant restructuring that the company was able to continue operating (Source: internal

company documents).

In looking back to Chapter 2, we are reminded that each institution hasits own logic,
which is‘aset of material practices and symbolic constructions — which constitutes its
organizing principles and which is available to organizations and individuals to elaborate’
(Friedland and Alford 1991: 248). Asisillustrated in Chapter 5, the majority of managers
at TR1 espoused the values of the traditional business model (articulated by Jones 2005 in

Chapter 2) asthe only legitimate logic for business:

TRI14: and | think the danger with, the danger with something like CSR, it will it will get put
to one side if push comesto shove so, if we'retradeif uh | don’t know we' ve got a disaster |
don’t know we've got to evacuate people from Mexico because of a hurricane uhm and
somebody’ s saying well actually this month we're gonna do a big CSR push on this ya well,
sorry this people are gonnadie, if we don’t move them or our reputation will be damaged
significantly more than the advantage in the CSR stuff might do so, | think thereisallittle bit

of you're got to take reality into account (pp. 29-30).

TRI8: well ultimately we arein business to make money and to return the shareholders
wealth, that’swhy we're sitting here. We' ve got to balance responsibility in the community
against the requirements and our responsibilities to our shareholders ultimately uhm if they are
well you know if they would be unhappy with us or want usto go in a certain direction then
they would probably show it ... so you know an outside pressure group really wanted to

influence the way we operate | think it would buy part of us (pp. 7-8).
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In line with thislogic, and to ensure it maintained its competitive position, TR1 responded
to mimetic pressures and hired a Responsible Tourism (RT) manager This person was
hired in mid-2004 at the junior end of middle level management. TR1 had little
knowledge in-house on CSR and was uncertain what it meant for the business and for
their roles. Prior to 2005, CSR was mainly seen as something that affected other
companies or industries with the exception of the RT position and creation of an RT
policy, which was presumed to be sufficient to maintain marketplace competitiveness.

However, CSR was not seen either as an opportunity or athreat, until 2006.

During this year, public debate, NGO pressure and government threat over climate change
concerns became more significant, causing a small backlash from the tourism industry,
and increasing visibility of climate change as a potentia threat within TR1. Also in 2006,
TR1 was approached by their most important institutional investor for information on

CSR related policies and performance.

This support for the concept of CSR from a powerful external stakeholder made CSR a
more visible and credible concern within the organization, forcing those at senior
positions within the business to consider the alternative logic of CSR and how it might be

dealt with within the business.

7.3. Ewvidenceof CSR and Traditional Business Model as Competing
Logics

With ademand from the institutional investor to see information on CSR policy and

performance, the company secretary decided to assign the task of investigating CSR to the

Communi cations department. According to TRI11 this was due to the fact that this
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department was responsible for communicating with external stakeholders and thus why
responsibility was given to them. While the company secretary was aware of the RT
manager and the RT policy, he chose not to directly include her or her department in the
investigations around CSR. The company secretary, in conjunction with senior
management decided that the response to this institutional investor would be afew pages
in the annual report due out early in 2007. As such, the communications department, led
by a more junior communications manager created the ‘ CSR Reporting Initiative:
Planning Document’ which indicated his and his department’ s understanding of CSR as
defined by their own agenda, and identified the senior managers who were tasked by the
communications department with writing parts of this report based on their portfolio. The
RT manager was included in later iterations of this document, more as a courtesy than as
an active participant. It was the senior manager in charge of her department that worked at
asenior level to get her accessto this process. She was then included in meetings where
the communi cations manager met with senior managers to direct them on how to put
together this written piece for the ‘ CSR report’. While she was included in these
meetings, she was not able to have much influence over the planning document
mentioned above so worked behind the scenes with some of the senior managers to shape
their contribution to the CSR report. These contributions were edited by the
communications manager, sent back to the senior managers for comment, changes made
on both sides and then approved by the company secretary prior to inclusion in the fina

report.

Although CSR activities were aready taking place within the organization under the RT
manager (i.e. working on recycling in head office and with the estates department on

energy efficient light bulbs and waste reduction), the competing logic associated with
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these activities was not taken seriously by the business until the interest was expressed by
the institutional investor. This process of producing pages for the annual report created
the conditions for conflict between the two departments, the RT manager and
communications manager in particular, which help to highlight the interaction of these
competing logics within the organization, and how these individua actors frame and

negotiate them within the organization.

7.3.1. RT Manager and QA Department Representing the CSR Logic

The RT manager was responsible for the development and implementation of all CSR
efforts within the organization, with the exception of technical environmental issues. She
sat within the Quality Assurance (QA) department with two reporting levels above her.
Her position was characterised by little resource, authority or control over organizational
practices but retained large control over how CSR was shaped within the organization up
until mid 2006 with the intervention of the institutional investor. She was the only person
formally tasked with any CSR activities and her senior manager was responsible for
overseeing these, but was often absent from the office and hard for her to get in contact
with (TRO1, TRO2). Therefore, she was relatively free to shape CSR as she saw fit. She
did not have abackground in CSR, sustainability or responsible tourism, and came to the
RT manager position after being made redundant from the web marketing team. As such,
she was learning about RT and CSR on the job through the Internet, industry publications,

industry events, and in watching the competition (TROL1).

Most of the senior managers interviewed saw her position as having too little ‘ profile’
within the organization to be able to effect real change. For instance some senior

managers indicated:
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TRI10: | think she’s battling on her own at the moment, its actually quite difficult

for her in her position uhm to network and influence the company.

TRI3: and the problem that we have at the moment is that we have uhm you know
CSR sort of sitswith [the RT manager] who | don’t think is a senior enough person
in the business. Absolutely not because she can come to me or any of my colleagues
[at senior management level] and we can just literally just say well you know, no,

We' re not interested.

As these quotes and evidence above illustrate, the CSR function was set at too junior a
level, suffered from too little authority and resource, did not have sufficient access to
influential members of senior management, and lacked background knowledge and
expertise. However, as CSR was not perceived as part of the core operational functions,
she was able to actively shape and control CSR so long her activities either did not violate
the dominant logic or were perceived as contributing to practices of the dominant logic
such as saving money, not ‘wasting’ the time of senior executives and helping to improve
the reputation of the company by representing it at industry functions dedicated to CSR

issues. This changed for a brief time when the institutional investor relayed concerns.

As aresult of the these concerns and the potential increased visibility they created for the
‘CSR team’, the RT manager and her senior manager in particular were keen to expand
the visibility and profile of CSR within the organization. Since the RT manager position
was created, they focused their energy on external projects such asindustry initiatives on
supplier assessment criteria, or on presenting TR1s efforts to other external groups, and
giving presentations, participating in research etc. Therefore, while publicly they defined
CSR according to the triple bottom line (Elkington 1997), in practice their activities on

CSR suggested an emerging definition around CSR as a supplier assessment exercise and
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external visibility campaign (see Table 10), with the intention of increasing their own

visibility and status within the organization.

Table 10 Summary of Positionsfor Rival Camps

Positions | Camp 1 —RT Manager and Team | Camp 2 — Communications Manager and Team
Specific Areas
Definition of Formal: being responsible for social, Formal: taking social, environmental and
CSR environmental and economic impacts economic considerations into account while
Informal: involvement with industry groups | ensuring effective corporate governance and
to focus on improving CSR practice within realistic assessment of the balance between
supply chain (destination communities), traditional business goals and non-financial
focus on issues external to the organization responsibilities
except recycling within the office Informal: atick-box exercise for external
stakehol ders which does not over commit the
company in the future and shows the company in
the most positive light
Claims of Formally tasked with CSR responsibility Formally tasked with responsibility for
legitimate communication with external stakeholders, and
power these are the stakeholders with concern over CSR
Claims of More accurate understanding of CSR More appropriate business understanding of CSR
expert power
Most common | Coalition/ pressure: support of boss (senior | Coalition/ pressure: support of boss (senior
tactics manager and head of department), CSR will | manager and head of department), CSR will fail if
employed fail if left to Camp 2 because no support or left to Camp 1 because no support or ability to
ability to attract resources, encourage attract resources, encourage support of other senior
support of other senior managers based on managers based on who already belongsin the
who already belongs in the camp, traditional | camp, wider stakeholder perspective result in
busi ness perspective result in negative negative consequences for CSR and the company,
consequences for CSR and the company Department 2 is more powerful and will be
Ingratiation/ personal appeal: used to awarded control of CSR anyway
encourage people to agree when they were Ingratiation/ personal appeal: used to get
suspected of not agreeing, get external CSR | external CSR ‘expert’ to agree with CSR
‘expert’ to agree with CSR perspective perspective
Ethical person: I’'m amore ethical person Ethical person: I’'m a more ethical person and
and therefore should be in charge of CSR therefore should be in charge of CSR

7.3.2. Communications Manager and the Communications Department
Representing the Traditional Business L ogic

The communications manager tasked with the CSR reporting initiative was a manager of

similar level to the RT manager within a department that was more powerful at senior

executive level (Pfeffer 1992). This department followed the dominant logic of the

traditional business model in similar fashion to the comments mentioned in section 7.2.2

Krista Bondy

Chapter 7 — Shaping the Institution of CSR

329




and was keen to minimize CSR as a ‘tick box exercise’ (TRO5) for the institutional

investor so everyone could get back to the ‘business as usual’.

The communications manager was under intense pressure from his senior manager to
ensure that CSR was minimized as much as possible, as the senior manager did not
believe that CSR was a legitimate business concern. The following quote illustrates the
impact that the senior manager in charge of communications had on the CSR reporting

initiative, and his alignment with the dominant logic:

TRI11: and we're always gonna stay alittle bit behind [with regard to CSR
initiatives], so those are self-imposed constraints, that we've put on ourselves uhm so
| guess you could say yes we' ve got the costs, yes the fact that we' ve committed
ourselvesto lagging everybody else uhm which is, | mean those are the things [the
senior manager of communications] is constantly discussing...[the CSR report] is
mainly a negative and reactive exercise and itslike it says at the bottom of [the draft
version of the CSR report] you know [the senior manager of Department 2] wanted
me to put thisline in because that’s his view in aline. We're complying, effectively.
So it its not you know it’s not legal but it’s still regulatory. Thereisa, thereisa

requirement for something to be done.

Thus responding to the institutional investor’s concerns was deemed to be a compliance
activity and was restricted to those issues identified by the investor. While publicly this
team aso defined CSR as atriple bottom line, in practice it was very much viewed as a
temporary compliance activity restricted to responding to the investors concerns within a
few pagesin the annual report, and doing similar in following years. Nothing significant
or fundamental would change about the business values and/ or how it operates (see Table
10). Therefore the external threat posed to the organization based on shareholder concerns

was to be mitigated by providing the information in aform consistent with previous
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competitor behaviour and societal expectations. In other words, the communications team
wanted to provide the report as a decoupled response to CSR, resulting from mimetic

pressures that |egitimate the use of reportsin such circumstances.

Thus, when the competing logic of CSR first appeared as aread threat to the core
operational functions within the organization through the pressure from their key
stakeholder, responsibility for the strategic response was given to those who represented
the dominant logic within the organization, regardless of the fact that the organizational

competencies for this area were held in another department.

7.3.3. Struggle Evident at the Departmental Level

The rivalry was not restricted to the two managers, but was in evidence throughout their
entire departments. The senior manager of QA made many disparaging comments about
the senior manager of communications, most of which involved his ‘ underhanded
attempts kill CSR’ and in being a‘ power hungry idiot’ (TRO2). The senior manager from
communications was attributed with ssimilarly disparaging comments to make about the
senior manager from QA such as being ‘ not an important enough department to matter’
(TRO11). Informal conversations with other managers confirmed that the two
departments had conflicting interests at senior management level, that the two senior
managers heading these departments did not like each other, and that communications

was arelatively more powerful department than QA at the senior level.

Much of the struggle for control at higher levels appeared to be fed through the two more
junior managers so that senior managers were not perceived as engaging in the conflict

but merely lending support to their own departments. In this sense, the senior managers of
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the two departments were able to give the impression of disassociating themselves from
the conflict, presumably so that if their department lost they were not perceived as the

‘loser’ in the battle.

The writing of this report therefore put two competing logics operating within the
businessinto direct conflict, with the communications department in a position of power
relative to the QA department, dueto it being one of the core operational functions within
the business and the QA department being a service function ‘ after the fact’ (TRO2). This
created rival camps (Mintzberg 1983) whose alignment with different logics and personal
agendas created a power struggle over who would control and thus shape CSR within the

organization.

7.4. Evidence of the Struggle for Control Over CSR

While the RT manager and her team wanted to expand the CSR logic within the
organization, and the communications manager and his team wanted to incorporate CSR
activities into the dominant logic, both needed legitimate control over it within the
company to achieve their goal. In doing so, both departments, primarily through the RT
and communications manager, referred to a number of resources or power sources and
used arange of influence tactics. As such the power sources and influence tactics
discussed in Chapter 2 are used as tool for investigating the consequences of the conflict
(Salancik and Pfeffer 1977) between individuals working to frame, shape, negotiate and
struggle to reconcile the competing logics of the traditional business model and CSR at

micro levdl.

Krista Bondy Chapter 7 — Shaping the Institution of CSR 332



7.4.1. Power Sources Used to Gain Control Over CSR

Both managers primarily used the same two sources of power (see Chapter 2) to justify
their claim and potentia control over CSR activities, to better align it with their
interpretation of the respective logic. These are legitimate and expert power (Y ukl and

Falbe 1991 in section 2.4.3.1).

7.4.1.1. Legitimate Power
The QA department claimed their right to legitimate control over CSR activities due to
the fact that they have the RT manager within their department and therefore have formal

authority for it within the corporate structure.

The communications department claimed their legitimate right by being formally tasked
with maintaining relationships with outside stakeholders, one of whom was interested in
the company’s CSR activities. Therefore, understanding, defining and responding to their
stakeholders on CSR is apart of what their position required and therefore became part of
their formal tasks. This department’ s position of relative power within the organization
also helped it to be tasked with the CSR reporting initiative, another source of legitimate

power.

74.1.2. Expert Power

One claim of expert power in both camps came from their working definitions of CSR.
While both publicly defined CSR as atriple bottom line consideration (as mentioned
earlier in this chapter), their working or emerging definitions resulting from their
activities suggested very different areas of concentration. The QA department formally

defined CSR as being comprised of social, environmental and economic concerns.
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However when talking about the organization and the types of initiatives it should be
involved in, this group tended to talk more about issues outside the organization, in
particular those issues being dealt with by industry associations such as sustainability
assessments or audit programs for the supply chain in destinations. The focus was on
working with industry bodies on issues that have general consensus at industry level. The
other focus was on internal initiatives that were non-controversial such as arecycling
policies and energy efficiency practices such as low-energy light bulbs. Both internal
initiatives had been underway for over 12 months prior to thefirst field visit and were still
in development at the end of field work. Very little time was spent discussing the internal
environment and working with others inside the business to improve the visibility,

participation and action on CSR strategy and initiatives.

The communications department claimed expert knowledge by suggesting that
governanceisacritical element of CSR and without it, CSR is just another ‘touchy feely’

(TRI3) or ‘airy fairy’ (TRI10) fad with no substance or likelihood of integration into TR1.

TRI11: most people who are involved in CSR have absolutely no interest in
corporate governance. Now | see that as being a part of CSR, but [RT manager] is

just not interested in governance.

While also publicly defining CSR by its triple bottom line considerations, when asked
about the specific initiatives the company was and should be undertaking, this group
tended to articul ate the need to be ‘realistic’ about the appropriate balance between
traditional business concerns and CSR issues and to ensure external communications
(such as reports) put the company in the most positive light possible, without committing

or obliging the company to any future actions, or put it at reputational or legal risk.
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TRI11: so, my aim isto get a piece of work that’s honest, that’s open, that doesn’'t
stretch the truth, that doesn’t on the other side that doesn’t commit the business uh
unfairly, or tieits handsin the future ... because we don’t seeit as being
particularly relevant to staff, or customers, largely uh afew external bodies,
investors who want to tick the box and for institutional uh investor bodies. Uh now
both of those could be dealt with privately. So we're tucking this into the annual
report which is only read by those people largely, uh in al of the, they tick a box.
Now that philosophy, is has got us this far, but it can’t take us much further. Soin 5
years time we may be still on this, which will get updated each year because if
that’s the goal we've set ourselves, we're aready you know, largely there. So your
achievement is limited by the goals you set yourselves. Yaand that’'sit. We have

set ourselves very very restrained goals.

Therefore, CSR within this group was about integrating CSR into the dominant logic by
doing the minimum required to satisfy the needs of financial investors through systems
and processes aready existing within the business and considered acceptable within this
logic (i.e. report), with little, if any change required by the businessto signal involvement
in CSR. Thus this group was keen to employ the ‘Business as Usual’ strategy described in

Chapter 6.

7.4.2. Impact of Power Sourceson Shaping CSR

The working definition employed by the two rival campsillustrates their ability to shape,
manipulate and change the nature of CSR within the organization and to further their own
agendarelated to these different logics. But this working definition and the sources of
power utilised by each group appears to have an impact on whether others within the
business were in support of one camp over another in their attempt to control CSR

activities.
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The legitimate power held by the QA department resulting from the RT position within
that department was sufficient for three of the 12 senior managers to indicate the CSR
function should remain where it was. Two further senior managers indicated that CSR
responsibility should stay within the QA department, but should be held at a senior
management level. Therefore, five of the 12 managers indicated CSR should remain
within the QA department and therefore continue to have functional control over it. Only
three managers indicated that CSR should be moved to the communications department
and one manager indicated it should not be in this department due to the implications it

would have for the nature of CSR within the organization.

The communications department however had the advantage in that it was the more
powerful department and therefore had better access to resources and powerful
individuals for support. More importantly, it defined CSR more in line with the dominant
logic, identifying CSR in terms consistent with an ‘evolutionary’ change (e.g. Hoffman
2001), or not requiring changes to the structure of the existing institution and thus of the
business. Incorporating CSR activities into the dominant logic, and thus defining them as
consistent with this logic aso ensured little requirement for change in organizational
identity and action, making it more appealing to the vast mgjority of people who are
resistant to change, and by reducing the threat to the existing institutional arrangement

where the already entrenched distributional benefits are maintained (Knight 1992).

7.4.3. Influence Tactics Used to Gain Control Over CSR

Just as the individuals within the two departments used power sourcesto try and gain
control over CSR activities so as to shape them according to the relevant logics, they aso

employed arange of influence tactics (see Y ukl and Tracey 1992 in section 2.4.3.1). Both
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the RT and communications manager used similar tactics to influence the perception of
others regarding the appropriate understanding of CSR for the business. The most
common tactics observed were the use of coalition in conjunction with pressure. Both
managers referred back to their boss as supporting their current CSR activities, and
suggested that if CSR was implemented in away different to what they had in mind, it
would fail. The reasons given for thisimminent failure tended to be around alack of
support within the company for those ‘types of CSR initiatives and difficulty accessing
scarce company resources. In many cases, both managerstried to disguise their use of
coalition and pressure behind rational arguments. For instance, when meeting with
individual senior mangers to discuss their contributions to the CSR report, both the RT
and communications manager would constantly refer back to statements of support made
by their boss and others at higher levels within the organization. These comments were
often used to encourage agreement from the senior manager in the meeting and if
agreement was not forthcoming, both groups were observed to, in effect, warn the senior
manager of the flaws associated with the other group’s definition and understanding of
CSR. For instance if CSR was not approached either from awider stakeholder perspective
(Camp 1) or amore traditional business perspective (Camp 2), there were likely to be
negative consequences that would result in CSR not succeeding within the business. Some
examples of these commentsinclude ‘well if you don’t know what your suppliers are
doing, someone will catch you out’ (TRO1) and ‘if we can’t link CSR back to business

profitability we may as not do it because it will be awaste of time' (TRO11).

The other pair of tactics that was observed athough less often was ingratiation and
personal appeal. This combination of tactics was observed more often in the RT manager

and they were used when there was concern over whether the targeted individual might
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say no to her request. These two tactics were often used on the researcher to try and pull
her in line with either the RT or communication manager’s view of CSR. It is believed
this was done so the respective group could suggest that the external *expert’ was aligned
with their logic, adding further support to their interpretation of CSR and thus their claim
to bein control of it. Rational persuasion, consultation and legitimating were used but

infrequently. Neither inspirationa appeal nor exchange was observed during field visits.

Outside of these tacticsidentified by Y ukl and Tracey (1992), the other tactic employed
by both managers was to indicate that the othersinvolved in CSR (including the
department heads) were not as ‘ethical’ as they were and therefore, by virtue of their
better ethics, should be in control of CSR. For instance, the RT manager indicated on
many separate occasions that the communications manager ‘did not care about CSR’ and
was ‘unethical because he would do whatever his unethical boss asked of him’ (TRO1)
with the implication that somehow his poor personal ethics (according to the RT manager)
meant that he would agree with whatever his boss said, regardless of what that boss
opinion was. Meanwhile, the communications manager dedicated over ten minutes of a
one hour interview to describing his beliefs about morality, and attempting to show

himself as a highly moral person.

TRI11: uhm because we are moral beings, and our development as human beings uhm will get
no where if you're not moral, | mean, you know if if I'mif | say thereisno moral (code),
businesses are not moral institutions, they have no moral fibre ... | wouldn’t say that to my
wife, to my children you know so why should | be you know like uhm why should | not care
about moralsin the business when | care about them with my friends. | care about them if my
partner is cheating on me, or my children are lying to me or stealing so its basically just saying
look | want (), and | I’'m not gonnalie to my friends and I’ m not going to lie to my suppliers
or my customers and honesty is abig part of it, honesty uhm you know | mean alot of this

information, but aalot of a persons information, is due to them being open and honest to
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receiving information uhmif if you know a person can say oh you know | never knew about
that but if they don’t make any efforts to know about it or if they have blocked it in the past or

they’ve put up barriers, then they’re not gonna know

According to his description, part of being amoral person includes being open to
receiving new information about CSR which was a subtle comparison with the RT
manager whom he had indicated previously was not interested in learning more about
CSR. He was thus saying that he was more moral for arange of reasons including because

he was open to a broader understanding of CSR.

Taken as awhole, both managers were employing the same types of argumentsto gain
control of CSR: first the other manager’ s understanding of CSR is flawed, second that
they have more support within the organization, third that their department head is more
powerful, and fourth that they are the more ethical individual and therefore should be

awarded full control over CSR activities.

Each of these tactics was used to gain the support of others within the business to ensure
control over CSR with the definition and associated practices that met their agenda and
was in line with the relevant institution. Therefore, they each used their networks and
credibility within the organization to push for changes around the relevant institution
shaping not only the institutions within the organization but the organizational culture as

well (Sachs et a 2005).
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7.4.4. A Shared Indifference

One of the most striking elements of this case is that while both departments and their
respective managers used arange of strategies in an attempt to gain control over CSR,
both managers indicated very little personal interest in CSR or in facilitating its

implementation inside the organization.

Asindicated earlier, the RT manager did not have a background in CSR and had been
relatively unwilling to engage other managers in discussions about it. She had occupied
her position for approximately 18 months prior to the start of field work and indicated at
that stage that she had not met over half the senior managers and had no plans to engage
them in the near future. Of the time she spent working on CSR issues, most of it was
working with industry bodies on CSR and sustainability issues and responding to requests
for information on what the company was doing with regard to CSR. A much smaller
fraction of her time was spent working internally on afew non-controversial projects
around improving energy efficiency of the photocopiers and lightbulbs, and recycling.
Otherwise she spent her time chatting with colleagues at nearby desks and surfing the
internet. She chose not to engage internally on substantive issues. In fact neither she, nor
her two line managers showed any particular interest in improving their existing CSR
strategy or in pushing for it at higher levels within the organization. The most striking
incident displaying her disinterest was her belief that the time she spent with the
researcher on interviewing senior managers about their perceptions around CSR and what
the company should be doing with regard to it, was ‘ getting in the way of her day job’
(TRO1). Thisincident shows that she had very little interest in engaging in CSR outside a
small range of tasks that either helped to build the reputation of the company externally

and were unlikely to result in tough internal conversations and/ or conflict.
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The communications manager suggested that athough he had some personal interest in
CSR and ethics such as ‘recycling and being trustworthy’ (TRO11), he would move ahead
with CSR in whatever way he was instructed by the head of communications. He was not
interested in furthering the development or implementation of CSR against the opinion of
his boss whose opinion was well known by many managers to be negative towards CSR

and its potential use within the organization.

TRI11 [the CSR report] is mainly a negative and reactive exercise and itslike it says
at the bottom of [the draft version of the CSR report] you know [the senior manager
of communications] wanted me to put thisline in because that’s his view in aline.

We're complying, effectively.

Thus the communi cations manager was focused on ensuring that CSR was shaped
according to the dominant logic espoused by his *hard to please’ boss, which meant
minimizing CSR to the function of a‘tick-box exercise’ (TRO5) for external stakeholders
and integrated as an insignificant part of the existing business practices. Although he
identified amild personal interest in CSR, he did not have sufficient interest in it to
pursue it outside of the narrow limits of the CSR pages to be created, nor to engage his

boss in the potential benefits and opportunities associated with it.

Despite the fact that both of these individuals had indicated little personal interest in
engaging further with CSR development and implementation within the organization,
both individuals and their departments were intent on being in control of it. They both
engaged in arange of strategies to persuade others of appropriateness of their
understanding of CSR, and to generate support for their claims to control and shape the
institution of CSR internally, either to change existing business practices (revolutionary

change) or to fit within existing practices (evolutionary change). This paradoxical
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behaviour suggests that these key actors recognized the distributional benefits associated

with the different institutions and sought to control CSR activitiesto ensure that the

competing logic resulting in the best distributional outcome for them became the

dominant logic for the company.

7.5.

Conclusion

The discussion in this chapter results in ten conclusions:

1.

2.

CSR is becoming an increasingly legitimate business concern,

As such, many companies are facing pressure from key stakeholdersto engage in
CSR,

This pressure from key stakeholders means that CSR becomes increasingly
important inside the organization,

Because the logic of CSR and the logic of the traditional business model are
fundamentally different in their emphasis, this causes conflict in some
organizations,

The conflict can result in rival camps (Mintzberg 1983) that struggle for control
over CSR,

These groups seek to define and shape CSR within the organization based on their
own political agenda,

This can sometimes result in the devel opment and implementation of CSR strategy
being virtually ignored while conflict is a its peak,

Due to strong mimetic forces operating within the tourism industry, the role of
agency at the individual level has an impact on the nature of the institution of

CSR,
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9. Therefore the presence of a CSR as alegitimate competing institution provides
opportunities for individuals to further their own agenda, and

10. The fact that this struggle for control over CSR may in fact be conducted by
individuals with little interest in CSR but who recognize the benefits of being in
control of it, suggests that fringe members (Leblebici et a 1991) within the
organization may in fact support an aternative institution in the hopes of
achieving improved distributional benefits, thus suggesting another mode of

institutional change.

Points one, two and three taken together describe the increasing support the institution of
CSR isreceiving from powerful business stakeholders, such as institutional investors,
where these stakeholders increasingly expect business to adopt formal CSR strategies and
have the power to pressure companies to comply with their expectations. Thus, CSR

becomes a higher priority with increased visibility throughout the organization.

Fourth, because the logic of CSR indicates that business has three equally weighted
considerations: socia, environmental AND economic (triple bottom line), it is
fundamentally different in its emphasis from the traditional business model which focuses
only on financial considerations (a sub-set of economic considerations from within the
triple bottom line). This has significant implications for how organizations are structured,
governed, make decisions, produce goods and/ or services etc. and therefore creates the
potential for conflict when introduced into an organization operating under the dominant

logic.
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Fifth, sixth and seventh, competing groups can result, each in support of one or the other
institution that best supports their political agenda, and where they have the most ability
to influence the shape of it to support this agenda. These groups engage in conflict, each
trying to improve their own position while at the same time working to reduce their
opponent. This conflict can be observed using power sources (Y ukl and Falbe 1991) and
influence tactics (Y ukl and Tracey 1992), where the rival camps work to gain support for
their position with other organizational members so the actors can legitimately shape CSR
according to their agenda. However, in the course of this struggle, actual efforts on
advancing the development and implementation of CSR strategy may be virtually

ignored.

Eighth, the strong mimetic pressure operating within the international tourism industry
means that how the institution of CSR is shaped within an individual company has
implications for the nature of the institution of CSR as understood within that industry.
There are few large players and they all watch each other very closely to ensure they will
not lose a competitive edge, whether to do with such things as CSR policies or initiatives,
or new destination communitiesisirrelevant. The important issueisto stay in line with
the competition. Therefore, the role of agency at the individual level has an impact on the
nature of an institution of CSR because the form of it within a given company is studied
and replicated in part by each of the other companies, and these forms of CSR from
within the industry send strong messages to the government around what is * acceptable’

and ‘practical’ CSR activity.

Ninth, the institution of CSR therefore provides opportunities for individuals to improve

their own position within the organization by shaping CSR in such away that is beneficial
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to them while at the same time detrimental to othersin the conflict. Thisin conjunction
with the tenth point, suggests that some individuals support the institution of CSR because
they recognize the potential benefits resulting from it, and therefore support it whether
they agree with the central logic or not. They in fact act opportunistically and support
whichever institution provides them with the best outcomes as defined by their political

agenda. These points will be discussed in more detail in Chapter 8.

Chapters 4 & 5 provided empirical evidence of stability and isomorphism in CSR
practices and some of the context influencing this process, thus highlighting the
constraining characteristics of an institution of CSR. Chapter 6 and this chapter highlight
the role of agency in shaping the institution of CSR, providing evidence of strategic
responses and political behaviour in respect of the challenges and opportunities posed by
theingtitution of CSR. The next chapter, Chapter 8, takes these conclusions further, by
pulling them together for a discussion the key contributions and what this tells us about

CSR and institutions.
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8. Institutionsand Agency in CSR Strategy: Discussion and
Conclusion

8.1. Purposeand Aims

The previous chapter illustrated the role individual actors play in framing and controlling
ingtitutions. It also demonstrated how an alternative logic can cause conflict at the
individual level, with actors using the different logics to push forward their own agenda
and negatively impact the agenda of other competing actors. Lastly, the previous chapter
demonstrated that when the CSR and the traditional business model are in conflict within
an organization, this can be detrimental to the progress made on CSR activities. This
chapter brings all previous chapters together in a discussion of the results and how these
findings contribute to academic knowledge and practical application. It begins by
providing an overall view of the research results and discusses these results in more detail,
followed by a section reiterating these results in the form of contributions to literature and
finishes with areview of the overall research and some concluding remarks. Therefore,
the chapter hasfive aims:
1. To map out the contributions of this study according to the overview presented in
Chapter 1,
2. Tofurther discuss the detail of these contributions, linking the different ideas and
components together under thematically linked groups of contributions,
3. Toreiterate each contribution with the literature to which it makes a contribution,
4. To conclude the research with areiteration of the overall results, and

5. To provideimplications for management, limitations and areas of further research.
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8.2. ldentifying and Characterizing the I nstitution of CSR: Discussion
of Research

New institutional theory provides avauable lens for examining the research objective: to
investigate, in detail, the existence of and key characteristics outlining an institution of
CSR through an investigation of how it is developed and implemented by companies. It
also alowsfor broader insight into CSR as an institution and how it interacts with other
institutions at the level of individuals, thus providing arich context for building on

existing NI literature.

When applied to the data collected in the multi-method interpretive study (40 interviews
and a single case study), a number of interesting and significant contributions are
identified (see Figure 20). Asindicated in Chapter 1, the fact that an isomor phic form of
CSR (or standard set of practices) can be identified is evidence that CSR isitself an
institution. Whileit is possible to define CSR as an institution based on the literature
(described in Chapter 2 using the definition provided by Scott (2001)), the standar dized
practices of Chapter 4 provide empirical evidence of stability around CSR, indicating a
sameness in the regul ative, normative and cultural -cognitive elements of these practices

and thus the existence of an institution of CSR.
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Figure 20 ContributionsMap
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Chapter 4, in combination with the individual, organizational and national/ transnational
contextual factors described in Chapter 5 aso highlight the fact that many businesses
increasingly feel the pressure to engage in CSR, and thus to reflect the rules, norms and
cultural scripts (Vidaver-Cohen 1998) that give organizations the required legitimacy to
continue operating within society. Thus, Chapter 4 and 5 demonstrate the existence of the
CSR ingtitution and its constraining influence on organizational and individual actors.
Chapters 6 and 7 thus show the enabling characteristics of the CSR institution, where
both organizational (Chapter 6) and individual actors (Chapter 7) operate in strategic and
political ways to exert their influence over the institution to achieve a particular agenda

Chapter 6 illustrates the range of strategic responses employed by organizations who are
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both responding to and working to actively influence the institution of CSR, and shows
how agency isworking at the organizational level. Chapter 7 aso shows the role of
agency in influencing the institution of CSR but at the individual level, where thereis
evidence of competing institutional logics (the outcome of which is hypothesized to
impact the strategic response of the organization), where actors support the institution that
isthe best for them politically. Therefore, some actors support an institution for political
reasons and not because they agree with the logic of the institution or becauseisit in their
rational self-interest to support it. In supporting an alternative institution, this can cause
revolutionary/ evolutionary changesto either institution (e.g. Scott 2001, Hoffman
2001), or cause an institution to go into decline (Chapter 8). Being actively involved in
alternative institutions increases the likelihood of actors becoming the dominant playersin
the new institutional arrangements (Leblebici et a 1998), and this research suggests that
MNCs recognize the significant influence their activities have on how the institution of
CSR is shaped, framed and in many cases subsumed into the existing dominant logic

(Chapter 8).

The remainder of this section will expand the discussion of these points including the
additional contributions of interest indicated on Figure 20, linking them back to relevant

literature and organized under thematically similar groups of contributions.

8.2.1. Isomorphism and the Pressure for Change

Chapter 4 presents an empirical model of how MNCs develop and implement CSR
strategy across their global operations (box 1 on Figure 20). This model is possible due to
the fact that the standard practices associated with CSR are very similar across the range

of MNCs within the study. Thus, thisisomorphic form of CSR practice suggests a
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relatively high degree of stability and legitimacy (point A on Figure 20) for these
practices, and the rules and norms associated with CSR more generally, such that it is

possible to empirically support the notion of CSR as an institution.

These pressures for change and/ or maintenance of existing conditions at national/
transnational, organizational and individual (described in Chapter 5 and box 5) are key
components in understanding how CSR strategy is devel oped and implemented and thus
influence the isomorphic form of CSR. In some cases these influences are clear and
obvious, in others, they are implicit and indirect. Interview and case research suggest that
unlike Aguileraet a (2007), thereislittle empirical support for a differentiation between

the national and transnational levels of context affecting CSR.

The Standardized Practices describe avast similarity in approach to CSR within MNCs,
illustrating the results of strong isomorphic pressures resulting from contextual factorsin
the operating environment. It was clear from the emphasis placed on understanding best
practice, on tracking the activity of competitors, and of the power of certain stakeholders
such as investors to motivate company action on CSR, that mimetic and coercive
isomorphism (DiMaggio and Powell 1983) were the strongest mechanisms resulting in an
isomorphic form of CSR. By mimicking the practices of other companies, and responding
to formal and informal pressures from within society for action on CSR related issues,
these companies were able to reduce the uncertainty around CSR primarily due to alack
of government direction, and were able to improve the efficiencies of their activities by
engaging in what had already become acceptable within society (i.e. environmental

reports) (e.g. Powell and DiMaggio 1991, Scott 2001, Hoffman 2001).
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Dueto its ability to create stability around culturally legitimate and acceptable practices,
the isomorphic form of CSR may help to reduce conflict resulting from competing logics
(see Chapter 7) that can impede progress on CSR efforts. While individual, organizational
and national/ transnational levels of context create isomorphic pressure on the practices of
CSR, individuals and organizations are also involved in shaping the practices and

institution of CSR.

8.2.2. Strategic Response and the Role of Actors

In reviewing the anticipated strategic responses outlined by Oliver (1991) and Kostova
and Roth (2002), the inductive typology identified in Chapter 6 (box 7) shows that when
it comesto CSR, companies are much more active participants in shaping and influencing
thisinstitution than the * passive pawns described in much of the literature (Tempel and
Walgenbach 2007: 10) (point B). In virtually no case did these companies passively
assent to the pressures of their context or institutional framework. They were very much
involved in creating the framework around CSR in varying ways, each helping and
hindering each other in ways aligned with the underlying values of the strategic approach
they had assumed. In terms of overall activity, the vast mgjority of these companies would
be at the far end (manipulate) of Oliver’s (1991) continuum although many employ
strategies that include tactics listed by her as occurring within less active strategies. For
instance, many companies who are actively engaging in CSR and are leading the field in
terms of implementing processes and systems to ensure performance on their stated
commitments would be considered by Oliver’s (1991) typology as being heavily involved
in ‘compromise’ strategies due to working with their stakeholders to create solutions
acceptable to multiple parties. It is aso true that many companies within the sample did

not actively resist CSR (which is the basis upon which corporations act in Oliver's
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typology), but instead tried to lead the field so as to be the ‘authority’ on it (early mover
advantage). This provides arange of benefits to the organization because being a leader
gives them disproportionate control over how the institution is shaped and can thus shape
it in ways favourable to themselves. The other reason these companies may be so actively
involved in shaping and influencing CSR is that to date, governments have provided very
little guidance on how companies should approach this new institution, the reasons for
which are outside the scope of this investigation. Thus companies recognize that the logic
of CSR isreceiving increased support within society from arange of powerful and less
powerful groups, and that they have a unique opportunity to seize control over how this
institution is shaped to ensure that it meets with their agenda. Therefore, companies and
individuals working within them are actively involved in shaping the perception of CSR
and legitimate practices, which allows them to make revolutionary changes and thus
legitimately act in ways inconsistent with the dominant logic, or to make evolutionary
changes where changes are made to the competing logic of CSR to better align with the

dominant logic.

In breaking the patterns of adoption into internalization/implementation Kostova and Roth
(2002) provide a better description of the strategic responses found in this research, but
again found that two of the patterns showed low behavioural responses that they
characterized in terms of implementation. The fact that the participant companiesin this
sample were actively engaged, whether it be in symbolicaly reflecting, or in internalizing
CSR practices showed that all behavioural responses were high but that there was
variation along the lines of how coupled/decoupled (Meyer and Rowan 1977, DiMaggio

& Powell 1983, Weaver et a 1999) the practices were.
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Some of the strategic responses described in Chapter 6 naturally lend themselvesto a
greater likelihood of being decoupled such as any quadrant on the * benefits the
corporation’ side of the WHY continuum, whereas others lend themselves towards a
likelihood of being coupled such as‘Lets Do This Together’ on the WHO/WHY
combination. This does not mean that MNCs who fall within those categories have (or are
developing) coupled or decoupled CSR strategies. At this stage in the devel opment and
implementation of CSR strategy, there is evidence to suggest that far more companies are
engaging in decoupled responses (whether intentionally or not), which was supported by

the comments of some interview participants (RT3, CN2).

While most company responses to CSR were relatively decoupled, afew interview
participants did indicate some element of coupled CSR strategies when they talked about
the need for CSR to be re-labelled as something el se within their global operationsto
encourage individuals to participate (RT2, CN1, CN2, RT4). In the main thiswasto
encourage foreign operating locations to engage in CSR, but also occurred within home
countries. Thus this research suggests that many companies are using the language of
CSR to symbolically reflect thislogic while maintaining business as usual, and others are
using the language of businessto re-label CSR activitiesin the hopes of encouraging

participation in this competing institution.

Another interesting conclusion from the overlap of three substantive areas (boxes 10a
10c) isthat in the main, companiesin the study tended to both intentionally and
unintentionally ignore cultural variations across their global operating locations when
creating their formal strategy on CSR. Control for CSR is maintained at head office where

only senior head office staff participate in the drawing up of the code (or the first draft)
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and focus on committing to those areas of CSR activity that will have maximum benefit
for the organization. When these conditions occur, not only are foreign (but also some
local and less visible) stakeholder concerns under represented, if at all, but the systems
and processes created around CSR tend to favour participants that are considered

legitimate according to very narrow terms as is demonstrated in Chapters 4, 5 and 6.

Whether these different strategies are more or less effective in achieving business goals
and/ or improved CSR practices is outside the scope of this research. And while the
‘business as usual’, ‘we know best’ and ‘ protect the status quo’ strategies were the most
common, it is possible to argue that they are not the most effective in the long-term. In
particular, where companies develop their strategies with little help from internal and
external stakeholders (isolation), this can result in the creation of avalue laden CSR
strategy that in effect ignores arange of perspectives from across the organization and
affected stakeholder groups. It is therefore destined to be inappropriate and thus
ineffective strategy on a global level, if in fact the purpose is to achieve benefits for all
stakeholders through CSR activities. However, given the fact that the motives were either
focused on benefits for the company (business case reasons) or for both the company and
its stakeholders (win-win the emphasis was on benefits to the company), this assumption
cannot be made. Therefore, it would appear that most companies are currently engaging in
short-term, decoupled responses to the institution of CSR which is similar to the finding
of Weaver et a (1999) with ethics compliance programs. It istoo early to tell whether the
proliferation of decoupled responsesto CSR is amore permanent fixture, or whether it
will change as the institution of CSR moves from semi-institutionalized to full

institutionalization (Tolbert and Zucker 1996).
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At theindividual level, the use of power sources and influence tactics also help to
illustrate the role of agency in framing, shaping and controlling perceptions and actions
around different logics (box 8). The indifference shown by actorsin Chapter 7 suggests
that some individual s behave opportunistically when a competing logic is available that
has sufficient societal legitimacy as to be a viable competitor to the dominant logic. They
support the logic which results in the best distributional outcomes for them at a personal
level, regardless of whether they support the rules, norms and practices associated with it.
If the institutional logic is poised to become the new dominant logic, or has the potential
to be, individua actors position themselves within this logic and actively work to shape it

to improve their own potential benefits.

However, observational and interview data suggests that these actions were not purely
rational, and in fact some behaviours appeared to be largely political such as wanting to
see the other person fail at their attemptsto be in control of CSR (box 9). It was aso not
clear the extent to which these actions were pre-planned or thought out, as many seemed
to be intuitive reactions to what was happening internally and as aresult of contextual
pressures discussed earlier. Therefore, it is questionable how many of these activities
could be considered as resulting from purely self-interested, rational behaviour where
individual s choose between well considered competing logics and support the one that
provides the best possible distributional outcomes for them, regardless of whether they are

at arelative distributional disadvantage (Knight 1992).

The case in fact suggests that while individuals actively become involved in and shape the
institution that best supports their own interests, these behaviours are not necessarily well

thought out and can be quite opportunistic in nature. Individual s therefore follow the
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dominant logic because they have little choice based on entrenched power structures
associated with it, and when a competing logic gains sufficient legitimacy within society,
and thus the business, to become a potential challenger, some individuals try to minimize
the challenge and maintain or restore existing value structures and distributional

outcomes. Others seize the opportunity to shape and control aspects of thisinstitution in
the hopes that it will become the dominant logic and they will be better positioned to
receive beneficial outcomes. This support of a competing institution, whether the
individual or organization is philosophically aligned with the rules, norms and practices of
that institution or not, may help to create instability or weakness in the dominant
institution, by calling its taken-for-granted assumptions into question, and creating
conditions more favourable for deinstitutionalization (Greenwood et a 2002). The support
also further entrenches the competing institution, making it more stable and legitimate
within society, increasing the potential for it to become a dominant institution for business

within society.

8.2.3. Competing Logic of CSR

Conceptua and empirical evidence within this research points to the fact that CSR isan
institution that is becoming more legitimate and stable, with enough societal support to
mount a serious challenge to the dominant institution of business. Its legitimacy comesin
part from the persuasiveness of the ideas (Scott 2001) associated with CSR (or slow
changesin socia values as described by Oliver 1992 and Knight 1992), but also in the
weaknesses (or inconsistencies) identified in the dominant model, which according to new
institutional theory result from external crises and unforeseen events (e.g. Hoffman 2001,
Scott 2001) including such things as corporate scandals (e.g. Enron, Worldcom,

Parmalat), accidents and incidents such as Bhopal, Exxon oil spill in Alaska, BP's Texas
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city refinery explosion etc. that cause actors to seek alternatives. Because CSR isastrong
competing logic, it provides actors, who under the current institutional arrangements are
less powerful or fringe members, with the opportunity to challenge these existing
arrangements, whether because they believe in the persuasiveness of the ideas, or whether
they wish to shape CSR to become a dominant player in any new institutional

arrangements that may result.

It isalso clear that in facing the increasing pressure from different societal groups for
business to act in aresponsible manner with regard to its social, environmental, economic,
financial and ethical impacts, and having learned the lesson of engaging more quickly
with critics from the environmental |obby in earlier decades (Hoffman 2001), it may be
the case that many large MNCs decided to beat the government in the race over shaping
theingtitution of CSR. Thus, these companies create arange of self-regulatory initiatives
designed to allow them absolute flexibility in governing CSR rules, norms and practices,
with little, if any, interference from government. These self-regulatory initiatives or
strategies allow companies to be active participants in shaping CSR within society in a
way that best suits the business agenda, providing them with the opportunity to ensure
entrenched power relationships that work in their advantage are maintained while the
risks associated with CSR (or the challenges created by the competing logic) are reduced.
These companies therefore strive to become the dominant playersin the institution of

CSR, above governments and civil society groups, ensuring their needs are met first.

Therefore, while CSR is becoming aviable challenger, it still lacks the stability and
certainty that up until recently were associated with the traditional business model.

Current uncertainty and instability in the dominant logic, and the persuasiveness of the
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competing logic encourage increased activity by individual actors working to shape CSR
in away consistent with their preferred logic, some seeking evolutionary change (box 13),
othersrevolutionary (box 11). Aswas demonstrated by Leblebici et al (1991) those actors
who become the dominant players are not always the ones who were key in causing the
institutional arrangements to shift, however, the chances are better for those who are
involved in these new arrangements, versus those who do not involve themselves. The
winners of this challenge are more likely to become the part of the institutional elite due

to its complexity, and thus need for ‘experts'.

While much of the new institutional theory literature suggests that institutional changeis
started with some precipitating jolt, crises, unforeseen event, or slow changein prevailing
societal values (e.g. Greenwood et al 2002, Hoffman 2001), this research suggests that it
isthe availability of viable competing institutions with enough legitimacy to challenge the
dominant institution that call taken-for-granted assumption of the logic into question. This
creates space for more persuasive logics which can cause the dominant institution to
weaken and go into decline. Therefore, both the quick precipitating jolts and the slow
changes are happening at the same time, and individual actors move between existing
logics better suited to such things as their own personal values, rational self-interest, and/
or political agenda. This evidence of institutional change is morein line with Knight's
(1992) view of deinstitutionalization, although the processes observed here are happening
much more quickly, and with far less cost than Knight suggests. Thereforeit is not likely
to be the case with CSR that the traditional business model was aready weakening due to
corporate scandals etc., as there are examples of corporate scandals going at least as far
back as the Dutch East India Company in the early 1600’ s (Robins 2006). It ismore likely

that it isthe creation of an alternative business model with ever increasing support and
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legitimacy due to the persuasiveness of its ideas supported by political pressures (Oliver
1992), that has called the dominant institution into question. Loud, visible critics, such as
Rachel Carson and her book Slent Sporing (1962), are considered to have been significant
catalysts in the modern critique of business that resulted in changes to the dominant
institution of business, in particular, surrounding environmental issues. These types of
critiques have helped to highlight the weaknesses in these practices by showcasing the

inconsistencies while providing a more persuasive aternative.

As the Standardized Practices show (Chapter 4), this alternative institution is gaining a
relative level of stability due to the standardization in its rules, norms and practices but
these are being standardized by the corporations themselves and not by the fringe
members that originally identified the need for CSR to become the dominant institution.
Thisissimilar to the findings described by Leblebici et al 1991. The high levels of
corporate activity in shaping the institution of CSR are shown aso in the three substantive
areas of difference (Chapter 6), where companies exhibit arange of strategic responses
that in some cases have a significant influence on the nature of CSR. While these
responses are impacted by context factors at different levels (Chapter 5), it may in fact
also be dueto the fact that the alternative (in this case CSR) is so persuasive, that actors

seek to control it to ensure it meets their own agenda whether that is intentional or not.

8.2.4. Revolutionary vs. Evolutionary Institutional Change

As mentioned in Chapter 2, there are two distinct types of institutional change:
evolutionary and revolutionary (e.g. Scott 2001, Hoffman 2001). It is possible from
within this research to suggest that business strategic responses, all of which are designed

(intentionally or not) to control and influence CSR, are in the main attempting to reduce
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the influence of CSR and to incorporate it within the traditional business model. In other
words, many companies, in seeking to maintain legitimacy within society, are actively
encouraging evolutionary changes in the dominant business institution based on pressures
resulting from persuasiveness and societal legitimacy associated with the CSR logic. This
‘evolutionary’ institutional change is characterized by slow, incremental change to the
existing dominant logic (or dominant institution), where the fundamental ideas and
structure of the dominant logic are retained, as are the existing distributiona outcomes
that currently benefit business. It is also possible to suggest that prior to the engagement
of mainstream businessin CSR, other groups such as early CSR supporters, were
attempting to create an institution that was revolutionary in nature by challenging the

foundations of business and suggesting deep, fundamental changes.

8.24.1. Revolutionary Change

Revolutionary or fundamental change to the ideas and structure of an institution (in this
caseto the traditional business model from the competing set of ideas and structures of
CSR) istypically articulated in terms of changes to the basic principles of business. For
instance, changing the time horizon for business decisions from yearly and quarterly to
generational, putting pressure on governments to turn back the tide of privatization and
trade liberalization, changing structures of incorporation to ensure multiple non-fiduciary
duties of equal legal standing with the existing single fiduciary duty, taking the legal right
of ‘artificial person’ away from corporations, banning corporate lobbying, legislating
stakeholder representatives on boards, requiring full cost accounting with valuing of
‘natural capital’ etc. Thus, the rules, norms and practices that these groups support
represent fundamental, structural changes to the way in which business operates and thus

to the traditional business model (TBM) asisillustrated in Figure 21.
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Figure 21 Revolutionary I nstitutional Change

Fundamental Change to ‘Shape’ of New Dominant Logic

Conflict

CONTEXT

‘ Current time Future

While very much on the fringe, these groups mounted sufficient external pressure on
business and were persuasive enough within society to generate increasing support for the
idea of CSR. As more and more actors within society provided some degree of support for
CSR, brought together related elements already existing within society with a high degree
of legitimacy (such as corporate philanthropy, responsibility for the consequences of

one’ s actions, fundamental human rights, limited natural resources, beliefs such as doing
no harm, helping your neighbor and being a good samaritan), and ideas about what CSR
meant started to become standardized (such as corporations having responsibilities
outside their financial duties that are expected by society, not that are nice to have if they
choose to give them), the foundations for an alternative institution based on CSR were
laid. As CSR continued to grow in prominence through increasing societal legitimacy,

business decided to step in and become an active force in shaping the ingtitution of CSR
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asit developed, rather than waiting for government regulation as they did to their
disadvantage in the 1960’ s and onward with environmental issues (Hoffman 2001).
Therefore, business became actively involved in controlling CSR as away of controlling

the development of thisinstitution.

8.2.4.2. Evolutionary Change

Thus, the activity surrounding CSR asiillustrated in Chapter 4 with the Standardized
Practices, in Chapter 6 with the strategic responses, the contextual factors at the
organizational level that influence CSR strategy development found in Chapter 5 and the
conflict described in Chapter 7, in large part show an attempt by the MNCs to control
CSR and shape it to fit business imperatives aligned with the dominant logic of the

traditional business model (TBM).

Figure 22 Evolutionary Institutional Change

Incremental Change to ‘Shape’ To Existing Dominant Logic

Modified
Dominant
Logic

TBM

Conflict

CONTEXT

‘ Current time Future
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Figure 22 represents the controlling and shaping influence that business has used, in the
main, to ensure that CSR practices meet organizational requirements, while allowing
some practices to change. The fact that a drive for incremental change was the most
common among research participants reflects Krizov and Allenby’ s (2004) comment that
“acceptance of changeis directly proportional to the degree to which the change can be

made to appear non-threatening and incremental to existing practices’ (p. 44).

Similarly Oliver (1992) suggests that organizations can become involved in political
activitiesto protect their own interests based on conflicts surrounding changes to the
perceived value or legitimacy of institutionalized organizational activity, and that this can

result in deinstitutionalization of that institution (570).

Thus, the question of why dominant actors eventually embrace some form or degree of
change in the institutional practices initiated by fringe or less powerful members
(Leblebici et al 1991) may be that it allows them to adjust the changes to aform that
maintains the existing power structure or distributional benefits which have so far been to
their advantage. As discussed in Chapter 4, the Standardized Practices are comprised
entirely of activities, sub-processes and systems that organizations already understand and
arein use for other traditional organizational requirements (box 2). Thus, the devel opment
and implementation systems and processes for CSR strategy have been largely created by
business, for business and dlightly modified for application to CSR. Therefore, as society
sees corporations becoming more active and engaging in CSR, many feel that it is
counterproductive to challenge the way in which these companies are engaging because

they may cease to engage if stricter restrictions are put on them. As such, the further
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corporations devel op these systems and practices, thus shaping and controlling what CSR

is, the more control they gain over the form and distributional benefits of the institution.

Aswasillustrated in the last chapter, this struggle for control is being repeated at the
micro-level, where individual actors within organizations seek to control and shape CSR
within the organization to fit their own agendas. Thus, the processes of
deingtitutionalizing and/ or reinstitutionalizing certain logics (e.g. Greenwood et a 2002)
may be significantly influenced by agency at both the organizational and individual level

for strategic and political reasons as we have seen above

Therefore, contrary to much of the NI literature that characterizes business either as
constrained by institutions (e.g. Scott 2001, Hoffman 2001, Powell and DiMaggio 1991)
and therefore acting to resist them (e.g. Oliver 1992, Kostova and Roth 2002), and/ or by
those who see them as in most cases passively responding to external pressures (e.g.
Hoffman 2001, Vidaver-Cohen 1998, Stevens et al 2004), this research suggests that in

the case of CSR, neither of these are true most of the time.

Whether the resulting change is evolutionary or revolutionary, it is clear that actors at the
‘microfoundations’ of institutions (organizations or individuals), are taking an active
interest and have a significant influence in shaping and controlling perception and action

around CSR.

8.3. Contributionsto Literature

This section highlights the contributions to the CSR and NI literature. Although these

contributions are mentioned in other parts of this document, such asin the relevant
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chapter or in the discussion above, this section isintended to list the contributions

together.

As demonstrated in Chapter 2, institutional theory has been incorporated in the CSR
literature in a number of ways, but there are yet many opportunities both to apply
institutional theory to different aspects of CSR and for CSR to provide novel contexts
from which to learn and build on existing iterations of new institutional theory. This study
represents one of the few to focus empirically on the development and implementation of
CSR within MNCs, and to investigate the role of agency in institutions. Thisis aso one of
the few studies to use two distinct ‘ qualitative’ methods to investigate the phenomenon
from two different levels of perception: the public, presentational data gathered in the
interview research, and the day-to-day operational data gathered in the case study
research. These two methods aso allowed for a breadth of data on systems, processes,
context and strategic responses, and a depth of information on framing and negotiating
competing logics, and strategic responses to conflict. The remainder of this section will
highlight the specific contributions to the literature with contributionsto CSR literature

represented in blue and to NI literature represented in purple on Figure 20.

8.3.1. CSR Literature

In looking back to the CSR literature from Chapter 2, this research responds to three main
gaps. Firgt, thisresearch uses NI theory to investigate CSR and how it is constructed
within organizations and by individuals, thereby contributing to our knowledge of CSR as
an institution, and some elements of how this institution operates. It therefore responds to
the need to better integrate CSR and NI theory (Campbell 2006 & 2007, Marquis et a

2007) by contributing arange of insights such as evidence of an institution of CSR, its
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enabling capabilities and the role of actorsin shaping it, to the existing body of work
linking CSR and NI together (e.g. Moon 2004, Campbell 2006 & 2007, Jeurissen 2004,
Mohan 2007). Secondly, this research responds to the need for an empirically-based,
detailed model of implementation in practice, to improve theory building for academics
and provide useful guidance for practitioners on how to more effectively engage in CSR,
and therefore adds to the work on CSR and code implementation (e.g. Nijhof et a 2003,
Harris 2004, Schwartz 2004, Veser 2004, Roberts 2003). Thirdly, it also adds to the
implementation literature by focusing specifically on organizations operating across
nationa borders, where previous research focused on suppliers of these organizations,
with little discussion of the complex contextual factors affecting CSR activities of these
organizations (Mamic 2004, Wood et al 2004, Frenkel 2001). This MNC perspectivein
the development and implementation of CSR strategy isimportant as these organizations
have a significant impact and thus possibility for significant influence globally, and also
have a unique set of operating conditions that make ‘doing’ CSR very different than

domestic organizations.

The remaining part of this section details the contributions in the gaps listed above in the

order they appear on Figure 20.

8.3.1.1. Isomorphism, Stability and Constraining Elements of I nstitutions

Thefirst contribution to the CSR literature isin defining and providing empirical
evidence to support the notion that CSR is an institution (box 6). While other
contributions have suggested CSR can be understood as an institution (Mohan 2007), or
as practices being institutionalized (or embedded) within organizations (Moon 2004), this

isone of the few studies to provide detailed evidence of the stabilization of practices
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surrounding the institution of CSR (point A), resulting in arelatively well devel oped
isomorphic set of practicesfor CSR (box 1). Thisisomorphic form, in combination with
the motivations for CSR engagement (Chapter 4) suggest that companies recognize the
need to respond to the pressure for CSR to maintain their legitimacy, and that the
standardized practices, provide evidence for the existence of an institution of CSR.
Based on the evidence from this study and within the literature, it is aso possible to
suggest that CSR is semi-institutionalized (Tolbert and Zucker 1996), where the practices
are somewhat well known and have a degree of acceptance, but where this ‘tradition’ is
guite new and thereis still much room for shaping and influencing its distributional
outcomes (Knight 1992). Therefore, CSR isarelatively stable (alternative) semi-

institutionalized logic, with a set of standardized practices.

In relating this isomorphic form of CSR back to the existing implementation literature
discussed in Chapter 2, there is little help from these contributions in understanding how
MNCs (and thus organi zations that operate across borders and are subject to awide range
of operating practices) develop and implement CSR strategy within their own operations

in sufficient detail as to be useful by practitioners and academics interested in practice.

Three mgjor and consistent gaps in the contributions of previous academic and
practitioner models/ guides in the CSR implementation and code implementation
literature are that they tend to lack detail (exceptions include the Institute of Business
Ethics 2005, Grayson and Hodges 2004, Epstein 2008 and Government of Canada 2006),
ignore issues of national/ foreign culture (exceptions include Ethical Trading Action
Group 2003, Maquila Solidarity Network 2004, Sethi and Williams 2000, Veser 2004,

Kaufman et a 2004, Mamic 2004, Wood et al 2004), and focus on a small subset of issues
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encompassed within CSR and/ or parts of the overall development and implementation
process (exceptions include Nijhof et al 2003, Adam and Rachman-Moore 2004,

Government of Canada 2006).

Many of these models/ guides are also conceptual/ normative and/ or are specific to
certain contexts such as South Africa, Thailand, Israel, a particular organization (through
single case study design), or aparticular industry (exceptions include Mamic 2004, Smith

and Feldman 2004, Roberts 2003, Wood et a 2004, Schwartz 2004).

The Standardized Practices (box 1) contribute to the CSR and code literature not only in
providing guidance based on empirical research and that deals with organizations
operating in atransboundary environment, but also deals with a broad range of CSR
issues and can be applied across a range of contexts. Where other models focus on certain
aspects of the development and implementation process such as Epstein (2008), or on a
smaller sub-set of related CSR issues such as Roberts (2003), the Practices broadly
include al activities, issues and actors mentioned by participants, providing amore
holistic view of the overall implementation process, and include emerging elements of
strategy not captured in forma documents. Also, where other contributions have been
contextually specific such as Sethi and Williams (2000), the Practices cross a range of
industries (described in Chapter 3) and while focused primarily on a UK perspective, is
not specific to the UK or other countries, or to particular MNCs, providing more useful

guidance at ageneral level.

Outside the CSR and code literature, the Standardized Practices respond to contributions

in the general management literature by creating more fluid guidance that describes the
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activities, decisions, sub-processes and timing mentioned by key actorsin the
implementation process, whether they were intended or not as part of the devel opment
and implementation activities, as well as including aternative paths and examples of how
certain sub-processes or activities varied in their execution within a single organization
(Rjinders and Boer 2004). It also helpsin being able to identify CSR implementation
within asingle entity as ateleological process that moves from purposeful enactment of
godls, through the implementation and learning generated from this experience which is

then fed back into the devel opment and enactment of goals (Van de Ven and Poole 1995).

Asindicated earlier in the chapter, the Practices are structured so as to allow description
of these activities, and to provide useful, detailed guidance for academics and
practitioners as a baseline framework for advancing either theory or practice around this
phenomenon. It also responds to the call from many management academics (e.g.
Minztberg and Lampel 1999) to focus on the real-life or practice of management by
providing a detailed model for improving our academic understanding of the practice of
CSR implementation, allowing the creation of better theory, and in reducing the relevance

gap between management academics and practitioners (Tranfield and Starkey 1998).

Thiswork on creating the Standardized Practices a so highlights the fact that many
corporations either purposefully or unintentionally ignore foreign national culture (box
3) inthe development of formal CSR strategy (see Figure 20), which has significant
implications for the values underlying activities etc. Thisis supported by the data which
also suggests the label of ‘CSR’ (or similar terms) may have little meaning and/ or
applicability for different groups of people, primarily those in non-Western countries. | f

‘CSR’ isbundled with other related activities and labeled differently (box 4), such as

Krista Bondy Chapter 8 — Discussion and Conclusion 369



health and safety, it ismore likely to gain the necessary buy-in from companies and
employees who do not value CSR as a legitimate business objective. Therefore if
companies took issues of foreign national culture into consideration in the devel opment of
their CSR strategies, they would be likely to know the problems with nomenclature and

thus make adjustments to improve overall uptake of CSR across their global operations.

Although some authors have discussed the issue of culture or foreign culturein CSR (e.g.
Donaldson 1996), the ignorance of foreign national culture or of the related issue of
labeling, supported by empirical evidence, has received little attention in the CSR

literature.

8.3.1.2.  Agency of Organizations and I ndividuals, and Enabling Elements of

I nstitutions
Although characterized as semi-institutionalized above, the newness of the *tradition’
(Tolbert and Zucker 1996) of CSR means that it provides opportunities for those involved
with it to shape and influence the institution (point A), supporting revolutionary or
evolutionary changes (Hoffman 2001, Scott 2001, DiMaggio and Powell 1983, Campbell

2007, Knight 1992) that best suit the agenda of the actor(s).

There are arange of strategic responses (box 7) that can be grouped according to WHO
participates (box 10a) in development and implementation of the strategy, WHY the
strategy isin place (box 10c), in particular who are the intended beneficiaries, and
WHERE control for the strategy is held (box 10b). The intersection of these three
continuums results in arange of strategic responses to CSR, al of which are highly active

and reflect both the constraining and enabling characteristics of CSR. Thisis contrary to
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much of the NI literature where some describe corporations as potentially active
participants (Oliver 1991, Kostova and Roth 2002, Edelman 1997, Knight 1992) but
where few contributions discuss strategic responses to the enabling aspects of institutions
that is a conceptua part of the theory (e.g. Hoffman 2001, Scott 2001). Thisis also true of
CSR literature using an NI perspective, where the enabling characteristics of CSR are
either brief or ignored. While Moon (2004) defines ‘institution’ as having enabling
characteristics and actors as having the ability to both respond to and create an institution,
thisis not the focus on the paper. Terlaak (2007) and Mohan (2007) describe corporations
as activein CSR from and institutional theory perspective, but do not talk about the
enabling characteristics of CSR. Therefore, this research contributesto CSR literature
(and to the NI literature discussed below) by providing evidence of the enabling

characteristics of the institution.

The evidence of agency (point B), and thus of the enabling characteristics of the
institution of CSR is also apparent at the individual level, where individual actors
compete with othersinside their organization for control over the form of CSR (box 8).
Asthelogic of CSR competes at afundamental level with the traditional logic of business
(triple bottom line philosophy (box 12a) vs. single bottom line philosophy (box 12b)),
actors align themselves with the logic that best suits their own personal agenda, and try to
shape CSR to fit not only their own agenda, but shape it in away that is most counter-
productive to other competing actors (box 9). As aresult of this competition for control
over CSR, development and implementation may be ignored. Therefore CSR with its
associated norms and practices may become secondary to the potential distributional gains
that result from being in control of and shaping CSR to fit a particular agenda. Thus the

research contributes to CSR literature in emphasi zing the paradoxical nature of CSR
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within organizations, where its increased importance may result in significant conflict that
in turn may result in stagnation of CSR activities. This adds to the few contributions
looking in more detail at CSR and conflict within organizations (e.g Kleinrichert 2008,

Newell 2005).

It also provides evidence to suggest that currently, most of the pressures and strategic
action regarding CSR are encouraging evolutionary change of the dominant institution
(box 13). If this trend continues, the CSR logic may be so completely altered and shaped
into aform that fits within the existing dominant logic, with no substantive changes to the
form and structure of the dominant logic, that it ceases to become CSR and thus will be
relatively unobservable. This contributes to literature looking at how CSR fitsinto
business and the future of it (e.g. Garrigaand Mele 2004, Robins 2005, Crowther and

Rayman-Bacchus 2004).

8.3.2. New Institutional Theory Literature

Within this body of literature, the research contributesin four areas. empirical evidence of
how institutions work at the microfoundations (Knight 1992), the need for more work
looking at the role of agency in shaping and changing institutions (Geppert et al 2006),
CSR as a context for researching the enabling characteristics of institutions (e.g. Scott
2001, Powell and DiMaggio 1991, Campbell 2004, Moon 2004) and the possible
identification of another mode of institutional change (e.g. Greenwood, et al 2002, Ingram
and Silverman 2002, Knight 1992, Hoffman 2001). These remainder of this section looks

at each of these contributions in more detail.
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While the mgjority of work on institutional change focuses on the organizational field
level, thereis a need to investigate institutional change from at the micro-level or the level
of the individual organization (Hoffman 2001, Knight 1992, Tempel and Walgenbach
2007). This research highlights how individuals and organizations act with regard to the
institution of CSR, thereby furthering academic knowledge of how institutions work at

the microfoundations (Knight 1992).

In looking at the microfoundation, is becomes immediately evident that both
organizations and individuals have a significant capacity to influence institutions (point
B). As demonstrated by Tempel and Walgenbach (2007), NI theory portrays organizations
(and by extension individuals) as ‘ passively adapting to institutions and thus neglecting
agency’ (p.16). Thisis aso true of many contributions within NI and CSR literature

where the role of agency isignored asisillustrated in Chapter 2.

The high levels of activity identified in both sets of datain this research provides
empirical support to the few authors who highlighted the fact that organizations are not
simply passive actors who merely respond to the constraining forces of institutional
pressures but can in fact respond strategically to their institutional environment (box 7)
(Oliver 1991, Kostova and Roth 2002, Edelman 1997, Knight 1992, Giddens 1984 in
Scott 2001, Weaver et a 1999). But it goes further to suggest different categories of
strategic responses that both influence and are influenced by the constraining and
enabling characteristics of the institution of CSR (points C & D). Theinductive
categories identified within this research (Chapter 6) suggest that corporations, whether
their responses are symbolic (decoupled) or internalized (coupled), are highly active and

rarely, if ever, smply assent (Kostova and Roth 2002) to the pressures of the institution.
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Their responses are intended to shape the institution and thus are not only responding in
mani pul ative ways to the constraints imposed by the institution (Oliver 1991), but are
actively taking advantage of opportunities to shape the institution in ways that continue to
enable their desired activities. Therefore, both their coupled and decoupled (Weaver et a
1999) responses are highly active and while responding to the constraining elements of
theingtitution (Oliver 1991) also respond to and actively shape the institution based on

the opportunitiesit presents.

Therefore, the high levels of activity also indirectly provide empirical support for
contributions describing the fact that institutions both enable and constrain members
(points C & D)(e.g. Powell and DiMaggio 1991, Scott 2001, Campbell 2004). There are
few empirical examples of how certain institutions enable certain members, in particular
certain members over others. Keeping in mind that members within this research at both
the organizational and individual level have been very active in responding to and shaping
theingtitution of CSR, these dternative institutional arrangements have provided
corporations with the opportunity to act in ways inconsistent with the existing dominant
logic, but aso to be largely in control of how the alternative institutional arrangements are
shaped and executed. Some corporations clearly want to control CSR as away of
minimizing the changes to the existing institutiona arrangements and benefits resulting
from distributional advantages, thus attempt to shape CSR in such a way asto require
only slow, incremental, evolutionary changes (box 13). Other groups (some of which are
corporations or other businesses) are actively involved in shaping CSR asa
revolutionary alternative that provides the legitimacy necessary for fundamentally
different rules, norms and practices (box 11), morein line with their own values, ideas

and/or agenda. Because CSR is alegitimate alternative to the traditional business model,
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and because corporations have a high degree of control over how thisinstitutionis
shaped, CSR provides corporations with opportunities to change and gain more control
over their institutional framework, and thus enables corporations as much or more than it
constrains them. This, in conjunction with the fact that the vast maority of states have
purposefully not yet taken any serious steps towards legislating or regulating CSR means
that corporations are relatively free to have significant influence over its shape and form,
giving them the opportunity to create the institutional arrangements surrounding their role
in society and relationship with the other societal sectors. Therefore, CSR provides an
empirical context from which to study the enabling characteristics of institutions, and
therefore this research contributes to furthering NI literature on the enabling

characteristics of institutions.

Lastly, thereis evidence from within this research that some individuals choose to
support a particular institutional logic based on political reasons (box 9), and that
therefore, institutional change may result from political and not rational selection of
available choices. Within the body of NI literature, few contributions discuss the role
individual actors have in shaping and controlling institutions. Knight (1992) as one of the
few to have done this by linking NT theory and power, suggests that in fact the stability of
dominant institutions results from agreement among rational actors that even though the
distributional benefits favour some groups and not others, it is the best arrangement that
those who are disadvantaged could achieve. Thus, all actors agree to an uneven
distribution of benefits flowing from what becomes the dominant logic because they

rationally agree that they can do no better than the current arrangements.
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However, the case study research in fact suggests that dominant institutions are
maintained not necessarily because they are unchallenged, but because the power
associated with being the dominant form prevents challenge. Thus when alternative
institutions become more legitimate either through association with groups aready
labeled as powerful (e.g. investors), or as alternatives with more persuasive ideas become
more widely supported within society, this gives actors an opportunity to challenge
existing dominant institutions, and to shape the alternatives. Thus, some actors who are
disadvantaged by the existing dominant institutional arrangement may in effect wait for
an opportunity to challenge these arrangements and the chance to improve not only their
own distributional benefits but to disadvantage the benefits for other competing actors.
Thus deinstitutionalization can be caused by a range of factors (see Scott 2001, Oliver
1992, Hoffman 2001, Knight 1992, Greenwood et al 2002), that may include the support

of an alternative institution for political reasons.

8.4. Research Conclusion

Aswerecall from Chapter 2, Fligstein (1991) highlights the problems associated with
trying to investigate institutions given the difficulties with observing these types of
theoretical models. However, as Salancik and Pfeffer (1977) point out, we can investigate

hard to see phenomenon by investigating its consequences.

This research started with a single objective: to understand the systems and processes
involved in developing and implementing CSR strategy in aglobal context. This objective
had two specific goals. one, to provide useful guidance for companies and their
stakeholders on how to engage more effectively with CSR; and two to expand our

theoretical knowledge of both CSR and institutions.
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Underpinned by an interpretive approach to research, and a multi-method research design,

this study provides evidence of an institution of CSR and of how it functions.

The isomorphic form of CSR identified in Chapter 4 in combination with the definitional
work in Chapter 2 suggests both the theoretical possibility and practical evidence of an
institution of CSR. The standardized practices of Chapter 4 provide empirical evidence of
stability around CSR, indicate sameness in the regulative, normative and cultural-
cognitive elements of these practices, and thus of the existence of an institution of CSR.
Chapter 4, in combination with the individual, organizational and national/ transnational
contextual factors described in Chapter 5 also highlight the fact that many businesses
increasingly feel the pressure to engage in CSR, and thus to reflect the rules, norms and
cultural scripts (Vidaver-Cohen 1998) that give organizations the required legitimacy to
continue operating within society. Thus, Chapter 4 and 5 demonstrate the existence of the
CSR institution and its constraining influence on organizational and individual actors.
Chapters 6 and 7 thus show the enabling characteristics of the CSR institution, where both
organizationa (Chapter 6) and individual actors (Chapter 7) operate in strategic and
political ways to exert their influence over the institution to achieve a particular agenda
Chapter 6 illustrates the range of strategic responses employed by organizations who are
both responding to and working to actively influence the institution of CSR, and shows
how agency isworking at the organizational level. Chapter 7 aso shows the role of
agency in influencing the institution of CSR but at the individual level, where the
institution of CSR (with its own distinct institutional logic) is brought into a business
aready operating according to the traditional business model (thus with its own distinct

logic), causing conflict between the two logics. As part of this conflict, actors support one
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of the alternatives (in this case either the CSR logic or the traditional business logic) and
select their alternative based on whether it is the best for them politically. Therefore, some
actors support an institution for political reasons and not because they agree with the logic
of theinstitution or becauseisit in their rational self-interest to support it. In supporting
an aternative institution, this can cause revolutionary/ evolutionary changes to either
institution, or cause an institution to go into decline (e.g. Scott 2001, Hoffman 2001).
Currently, companies are working to shape the institution of CSR to fit within the
dominant institution (evolutionary change), and if this trend does not change, the

institution of CSR may go into decline as it is subsumed into the dominant logic.

Aswas discussed in Chapter 1, this research is multidisciplinary, empirical and applied.
Although focused primarily on CSR and NI literature, this research isinformed by other
areas such as general management, sociology and psychology, and is therefore
multidisciplinary. The two data sets of the multi-method interpretive study providerich
data on the presentational and operational aspects of the research objective, providing the
ability to investigate the devel opment and implementation of CSR strategy across
organizations providing breadth, and within a single organization, providing depth.
Contributions resulting from the data are firmly grounded in the practice of management,
responding to calls for increased rel evance of research for practitioners (e.g. Tranfield and
Starkey 1998, Mintzberg and Lampel 1999). To illustrate the relevance of this research
for practitioners, the next part of this section highlights some of the key actionable items

resulting from the study.
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8.5. Implicationsfor Managers

According to Ritchie and Spencer (2002), applied research can be distinguished from
theoretical research ‘through its requirements to meet specific information needs and its
potential for actionable outcomes' (p.306). While there are arange of practical outcomes

from this research, the key outcomes are discussed below.

The Standardized Practices were designed with the dua purpose of improving academic
rigour around implementation frameworks and in responding to the practical goal of this
research which isto create more specific guidance, based on the ‘real life of practice’, that
companies can use to improve their engagement in CSR. The Practices therefore are
organized as a single macro-process that acts as a guide for organizations looking to
develop and/or implement their own CSR strategy. It isintended to help companies by
describing current ‘best’ practice; required systems, issuesinvolved, how to structure
certain functions and activities, where each part fitsinto the overall strategy and how
other organizations are dealing with similar concerns around CSR/SD/ethics
implementation issues. Managers can use the Practices to improve the effectiveness of
their existing commitment to CSR, or as a guide for how to become involved in CSR,

with information on the systems and processes needed to create a rigorous strategy.

This research also suggests that companies who want to improve their efforts towards
CSR from a practical perspective should aim to sit somewhere in the middle of each of
the three continuums found in Chapter 6. These ‘ positions’ are the most effective strategy
to increase participation and buy-in to these initiatives, while maximizing the potential
benefits for all stakeholders. Therefore, coupled strategies are more likely to help prevent

operational risks associated with CSR issues than are decoupled strategies, which are
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currently the norm. Consideration of relevant nationa culture in the development of CSR
strategy is aso likely to result in more appropriate commitments and consistent global
identity around CSR issues, due to inclusion of key issues from around global operating
locations and appropriate identification of priorities. It will also improve the ability of the

organization to monitor, measure and report on performance related to the strategy.

Lastly, practitioners need to be aware of the possibility for individual actorsto engagein
conflict over CSR and take action such as assigning responsibility for CSR research and
design to one actor or group of actors, with the authority to make decisions and access

other members of the organization at alevel that they will be taken serioudly.

This chapter concludes with adiscussion of the key limitations and areas for further

research.

8.5.1. Limitations

The research was limited by three main issues. Methodologically, this research was
limited by access. Originally the research was designed as a multi-site investigation into
one company, to speak with all levels of employees about the CSR strategy, its relevance,
implementation etc. However, we were unable to find a company willing to provide such
in-depth access. As such, the perspectives in this research are limited primarily to head

office personnel based most often in the UK, with some from Canadian head offices.

In terms of CSR literature, the more specific offshoots of it such astherole of individual
behaviour within the organization and ethical decision-making (e.g. Trevino 1986,

Velthouse and Kandogan 2007, Ritter 2006) was not investigated to any degree. Thisis
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due to the fact that the issues under investigation exist at alevel up in abstraction and
therefore made these “drilled down’ areas less relevant to the necessary discussions. Also,
due to the range of disciplinesinvestigated in this research (CSR, management, sociology,
psychology, specifically within those implementation, institutional theory, strategy and
power), each area necessarily received less attention than would have been the case if this

research was not multidisciplinary.

Lastly, restrictions of time have a'so meant that the Standardized Practices, strategic
categories and findings on competing institutions could not be ‘tested’ in the more
guantitative sense of taking them back into the field to identify their degree of usefulness

and significance with awider sample.

8.5.2. Areasfor Further Research

Asthisresearch was exploratory, it identified arange of areas for further research. The
more significant areas are:

e |Investigating the hypothesized relationship in Figure 20, to identify how internal
conflict and competition between competing institutions affects the strategic
choices made by corporations.

e Creating case study evidence on the impact individual, organizational and external
source power has on how CSR is shaped within organizations, how it is
developed, where the processes differ, how this affects implementation and who is
allowed to participate etc.

e Looking a CSR as an dternative institution and trying to trace its roots and future
trends of incorporation into business. This might include doing alongitudinal

study of the language used to articulate CSR to seeif there are significant
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differences that would suggest evolutionary or revolutionary change. Look at
upcoming trends, powerful players, and the rhetoric of different societal groups
and try to identify where the institution of CSR may be moving in the future.

e Focusing specificaly at the Standardized Practices and further investigation to
identify best practice with different components, or in different countries.

e Better understand the role of agency in NI theory.

e Further identifying the role of home and host country culturein CSR
implementation, why it isignored or missed and creating a guide for companies on
how to better include cultural issuesin the development of their strategy, rather

than as an add-on later in the process.
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