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Introduction


As businesses continually operate in more open systems and consumers become more and more educated, there is now strong pressure on the corporate world to operate above and beyond the bottom line. Society as a whole is beginning to influence the actions of businesses, and executive and managerial decisions are being scrutinised on a daily basis for their impact on the greater society. The purpose of this report is to investigate the emerging issue of ‘Corporate Social Responsibility’(CSR) following a publication by the Business Review Weekly (June 29 – July 5). The report will outline the background to corporate social responsibility, some conflicting perspectives of CSR, an evaluation of CSR and finally make a conclusion and recommendations to the General Manager as to the approach the organisation should adopt for the future. 
A Background to Corporate Social Responsibility


Schemerhorn et al (2004) have defined Corporate Social Responsibility as “the obligation of an organisation to act in ways that serve the interests of its stakeholders” those being all those affected by the behaviour of the organisation. It is a recognition of the fact that corporations exist for a purpose beyond making a profit. As Scott Mann has stated in his text, ‘Economics, Business Ethics and Law’, there is a wide body of evidence that supports the claims of capitalist private property as the ‘root cause of the environmental crisis.’ He recognises the obligation that corporations have to society, claiming that “it is the irrational and wasteful ways in which the system forces consumers to meet their needs” (Mann, 2003) which causes the social problems corporations must address. Schemerhorn (2004) has identified the different levels of corporate responsibility (APPENDIX 1), but essentially the ethical and moral the company, the greater its level of social responsibility. 

Perspectives on Corporate Social Responsibility

Robbins et al (2006) has recognised two opposing views of social responsibility. The Classical view and also the Socioeconomic view. 
Classical View 


The classical view states that management’s only social responsibility is to maximise profits.  Milton Friedman has been recognised as a passionate advocate of this view and believes the primary responsibility of managers and directors is to operate in the best interests of the shareholders who are essentially the true owners of a corporation. In a recent journal article by Theresa Wilson (2005) Milton is quoted as stating that “corporate expenditure on social causes is a violation of managements responsibility to shareholders” at least to the extent that these expenditures do not lead to higher shareholder wealth. It is an entirely capitalist perspective, which in such a global society will inevitably lead to the destruction of the natural environment around us. Interestingly enough however, Schemerhorn (2004) has identified that research has found a positive correlation between CSR efforts and company profits, so whilst the causation is yet to be proved, it is definitely a challenge to the pure classicist perspective.

Socioeconomic View


The socioeconomic view is that management’s social responsibility goes beyond making profits to include protecting and improving society’s welfare. Socioeconomists are of the view that the corporation has an obligation to the wider society that creates and sustains them. In Wilson’s journal article (2005), she takes the socioeconomic view one step further, stating that corporations can be further segmented based on the motivations behind adopting this CSR approach. She refers to ‘Relational Responsibility’ which is adopting the socioeconomic view for the purpose of promoting the welfare of groups such as employees, customers or neighbours whom are directly affected by the company’s operations. The alternative segment is ‘Social Activism’ whereby a firm adopts a socioeconomic approach to positively benefit society or particular interest groups which fall outside the company’s ordinary commercial operations. In this perspective, all corporations get involved, even if they believe that their operations have no negative impact on society.

An Evaluation of Corporate Social Responsibility


In looking at CSR from three major perspectives, conclusions can be drawn as to the steps to take for the future of the organisation and CSR. 
CSR: A Legal Perspective


Interestingly enough, from a legal perspective, company directors must be careful when making decisions in regard to CSR because as Wilson (2005) points out, under S. 181 Corporations Act 2001 company directors are under a duty to act in the best interests of the company. Essentially what this means is that if the shareholders do not agree with the decision, it is possible for them to take legal action against the directors if they can prove that the decision was not in the best interests of the company. Mark Standen (2005) questions whether there is room in the legal framework to allow company managers and directors to make decisions taking into account persons other than shareholders, i.e. society at large. Unfortunately at the present time legislation favours the classical view and companies may be reluctant to make socially responsible decisions for fear of litigious action from shareholders.


However Peter Duncan has pointed out in his paper (2000), that these decisions may very well be in the ‘best interests’ of the company, and directors should adopt the socioeconomic view of CSR;

“Increasingly views formed as a result of consumer perceptions of company ethics, values, honesty and behaviour are translating into purchasing and investment decisions…In 
developed countries, there is the beginning of an emerging willingness to pay for goods and services that are ‘green’, or that are the products of a socially responsible company”

Whilst this legislation is available to shareholders, directors need not be afraid to make socially responsible decisions, and in fact the legal framework exists to prosecute those directors who have acted in gross negligence, such as former HIH director Rodney Adler.
CSR: A Social Perspective

To assess CSR from a social perspective, no better example exists then the response of corporate Australia to the 2004 Tsunami disaster. With the total funds raised for this disaster exceeding $110 Million (World Vision, 2006), it is hard to ignore the many astounding contributions made by ‘socioeconomic’ corporations across the nation. In Theresa Wilson’s article (2005), she outlines the many organisations that made large donations, including $1 Million from Fosters, Westfield’s, NAB, Qantas, and Travelex. Wilson went further to state that communities actually expect corporations as legal entities to exhibit the same generosity and compassion as natural people, and that in fact the corporate sector was criticised for not giving enough. Had these large organisations been controlled by classicists however, there would have been no donations at all. 

Despite the social pressure for the corporate sector to respond to such events, individual employees also urged corporations to adopt the socioeconomic view of CSR. In fact ANZ bank employees challenged executives to meet their efforts for the Tsunami Appeal, and $500,000 was donated by both employees and the entity itself. (Wilson, 2005). Louise Redmond (2005) recognised this in her article and said that “employees want to work for a company they are proud of,” and this therefore justifies the social responses by these large firms. Inevitably the benefits exceed the individual dollar donations; this socioeconomic perspective enlightens employees, builds the integrity and credibility of the brand, creates awareness of the organisation and inherently improves the organisations standing within the community and industry alike.
CSR: A Shareholders Perspective


From a purely classicists perspective, the shareholder is the only stakeholder in the business and as such directors should make decisions solely to improve the bottom line. Shareholders can never seem to quite realise the true value of CSR. In fact, following the Tsunami Appeal of 2004, the Australian Shareholders Association (ASA) expressed their disapproval of companies pledging relief to aid agencies;
“firms should not generally give without expecting something in return…in most circumstances, donations should be only made in situations that are likely to benefit the company through greater market exposure.” (Standen, 2005)

Paul Redmond (2005) criticises this statement and depicts perfectly how corporations do actually benefit financially from these donations. Redmond states that CSR initiatives protect a firm’s goodwill or brand name, which form a major part of most balance sheets for major public organisations. Furthermore he notes that this CSR approach can be a competitive advantage, differentiating company offerings, especially in an economy where it has previously been recognised that consumers are now willing to spend slightly more to purchase products that come from inherently ‘responsible’ companies. 

In an article by Adele Ferguson (2006) the ASA was further criticised, like Peter Duncan, Adele recognised that ‘more companies are realising they can lift their share price through corporate responsibility.’ The then CEO of Shell in 2000, Duncan has recognised that he was in an industry that demanded a social response from its major players, but nonetheless he states that large corporations are now recognising that in order to survive they must look beyond the short-term profit considerations (Duncan 2000). Furthermore he said that all firms should now be looking to deliver what has become known as the ‘triple bottom line,’ which will ensure not only economic performance but also environmental and social.

Conclusion 

The research has provided a great insight into the changing role of CSR, and how firms should approach this relatively new concept. We know that organisations are becoming more and more open in their operations, and that consumers are now becoming more educated and looking into the company itself when making purchasing decisions. We know that shareholders do not believe in CSR unless it provides greater market exposure, however we have evidence that supports benefits which far outweigh this exposure and provide the corporations with greater brand equity and integrity. We have considered the legal perspective and know that whilst there are legislative restrictions on director’s decision making, this does not concern CSR and furthermore we know that society is demanding more and more of corporations with respect to their philanthropic efforts. Based on these conclusions, there is only one approach to be adopted. 
Recommendations


The organisation must adopt a socioeconomic approach and start implementing CSR into its everyday operations. Some suggestions are provided below;

Develop Ethical Standards –Through employee training and development programs, employee ethics can be tested and training programs can modify employee ethics to comprise a more compassionate view of society, teaching them to respect ethical practices within their positions of the organisation.


‘Green’ Organisational Activities – consider all of the businesses processes from production right through to after sale service and consider how each of the processes impacts upon the environment. Take suggestions as to how this impact could be reduced, and implement strategies to reduce this impact.


Develop a Community Investment Program – the organisation should develop a program that meets corporate objectives and also allows employees to take ownership and get involved with social responsibility. A great example is Ronald McDonald House, aimed to help sick children and families, which fits perfectly with the target market of McDonald’s.


Publish a CSR Sustainability Report – this is a document from the company’s perspective reflecting their efforts to date, how they have impacted upon society, what they have planned for the future and also provides avenues for stakeholders to request action in certain areas for the future. It will make employees proud of their workplace and their greater impact on society and will improve the stakeholder’s image of the company due to their good work. 
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Social obligation is the obligation of a business to meet its economic and legal responsibilities.

Social responsiveness, on the other hand, refers to the capacity of a firm to adapt to changing societal conditions.

Social responsibility as a business firm’s obligation, beyond that required by the law or economics, to pursue long-term goals that are good for society.
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The first approach is simply doing what is required legally: the legal approach. 
As an organisation becomes more sensitive to environmental issues, it may adopt the market approach and respond to the environmental preferences of its customers. 
At the next stage, the stakeholder approach, the organisation works to meet the environmental demands of multiple stakeholders such as employees, suppliers or the community. 
Activist (also called a ‘dark green’) approach, it looks for ways to respect and preserve the earth and its natural resources.
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