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This book is dedicated to my grandchildren,
Ben and Calum, for whom I hope CSR will lead
to a more transparent business environment.
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Foreword

Corporate Social Responsibility (or CSR or corporate responsibility as it is also called)
is an aspect of business that has gained prominence in recent years. While the name is
new, the concepts behind it are not. Many successful businesses throughout corporate
history have exhibited strong commitments to aspects of CSR, such as the enlightened
approach to employee engagement displayed by Unilever’s forebears at the model fac-
tory at Port Sunlight and the ethical approach to business adopted by Cadbury’s and
other companies with their roots in the Quaker movement. Some companies have
taken steps to ensure their core values are enduring, such as Reuters which has an
arrangement created over 50 years ago, whereby its commitment to unbiased news
reporting is encapsulated in its constitution.

Today modern business are also recognising the business value in behaving respon-
sibly. But what that means in practice is often far from obvious. That issue is addressed
by this book which shows how a commitment to CSR can enhance a company’s repu-
tation, improve its approach to risk management and make it an employer of choice.

CSR has come to prominence as a result of the convergence of a number of inter-
related themes. Globalisation, the emerging power of the individual fostered by access to
information on an unprecedented scale, the shift in the balance of power from national
governments to transnational organisations, the growing awareness of environmental
issues, and the spread in distrust of companies all drive questions about the roles and
responsibilities of corporates in the twenty-first century. These questions are the at the
heart of CSR and individual companies’ responses to these issues define their CSR approach.

Companies thrive by looking ahead to identify future trends and by being respon-
sive to the present demands of their stakeholders. Those companies most likely to suc-
ceed in the competition for customers, employees and resources are those that are well
attuned to what those constituents are saying. And many of them are demanding that
the companies they engage with must demonstrate their CSR credentials.

CSR affects companies of all types and sizes because each company is part of a web
of supplier/customer relationships in which CSR issues arise. While CSR is relevant to
all companies, it is by no means the type of topic that suits a ‘one size fits all’ approach.
For this reason, companies are increasingly being encouraged to be explicit about what
their approach is to CSR and why this approach is appropriate for them.

This book is a valuable addition to the mass of commentary on CSR. It provides a
practical methodology which companies can adopt to enable them to clarify their strat-
egy on CSR. Not only does it provide a framework for thinking about CSR strategically,
italso describes ways of implementing CSR initiatives effectively, drawing on examples
from companies already well down the road of CSR best practice. With this handbook
as a guide, real people in real companies will be well placed to identify what they need
to do to embed CSR in their businesses to provide them with a competitive edge.

Rosemary Martin, General Counsel & Company Secretary
Director of Reuters Foundation, Reuters Group PLC






Preface

The invitation to write this book came after I had spoken at a conference, in which
I gave a brief insight into Corporate Social Responsibility (CSR) and its lessons
for business.

I recognised that for many in the audience, given their different levels of experience,
CSR would be a new topic —and one about which they might be uncertain regarding its
relevance to them or to their job. Their reaction was not surprising — their questions
varied from requests for explanations of a basic nature to one or two in-depth discus-
sions. These tended to come from individuals whose role as company secretary or
director had clearly already involved them in detailed reviews of their business’s oper-
ations as they related to CSR.

Since that presentation, there appears to have been a momentum building up about
CSR and its relevance to business. It is now on the lips of most senior businessmen and
women, with some being more sincere about it than others. Representing one of the
more committed, David Varney, when Chairman of mmO2, said:

My belief is that responsible companies are more likely to prosper and thrive.

A similar view is taken by Martin Hancock, Chief Operating Officer in London of
Australian bank, Westpac, who stated:

With globalisation, we have seen a shift in rights. Today, economic power lies
very much with the private sector, rather than the public sector. And with those
rights, there are certain responsibilities we must take on.!

Such views are not surprising from two companies that are in the vanguard of CSR in
major corporations; much more surprising are the two following statements, from
individuals who may be considered to represent the more hard-nosed edge of com-
mercial life. The first comes from Ian Davis, McKinsey’s Managing Director:

Business leaders should demonstrate more confidence in their moral position as
creators of wealth, opportunity and rising living standards and should work
proactively to build trust between their organisations and society at large.?

The second comes from management guru, Professor Michael Porter of Harvard
Business School:

I used to see this area of corporate social philanthropy as the last thing on my
agenda ten years ago, but now I agree that social and economic issues are inter-
twined ... Today’s companies ought to invest in corporate social responsibility as
part of their business strategy to become more competitive.>
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PREFACE

The development of CSR
Momentum for CSR has been gathering for several reasons:

> legislation

> organisational influences
> procurement

> recruitment.

Legislation

In Europe, the European Union Commission produced both a Green Paper and a
White Paper on CSR — following which the Commission decided to enter into a Multi-
Stakeholder Forum to determine what approach the EU should adopt regarding CSR.
As ever in a multicultural political arena, no way forward was determined. However, an
agreement was reached, whereby the Commission would review its approach in the
Autumn of 2004. The change in the political make-up of the Commission has meant
this review has been delayed — probably until Spring 2005. Regardless of this apparent
indecision, the view of some experienced observers is that legislation on CSR will result
at some stage in the future.

In the UK, the government’s Company Law Review moved at a similar pace, with its
deliberations being held back for lack of available parliamentary time, having been
based on an independent three-year review, which resulted in a White Paper being
published in July 2002. So even though all political parties seem to be supportive of its
direction, a new Company Law Bill is unlikely to be introduced until some time in the
future.

However, one activity that seems to have been given an unusual degree of urgency is
the Operating and Financial Review (OFR) Regulations which came into force on 1
April 2005.

Organisational influences

In business itself, the focus of influential bodies, such as Business in the Community, has
raised awareness of the issues surrounding CSR. Its campaign has been directed at
executive directors on the boards of British business, forcing them to ask questions of
their management about their companies’ performance against that of their competi-
tors. In addition, The Financial Times has been willing to provide a great deal of promi-
nence to CSR, and is very positive and supportive of it.

Procurement

In terms of business bottom-line pressures, there have been increasing requests about
CSR performance as part of procurement tender documentation, meaning that senior
sales directors have begun to realise that CSR can have an influence on their ability to
gain and retain contracts. This procurement pressure has meant that even the smallest
companies are beginning to see requests for information about their CSR activities.
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This pressure has come from large quoted companies and also from the public sector
procurement departments.

Recruitment

Even in the HR field, there is growing pressure to be seen to be a responsible company.
The attitudes of new graduates and younger employees towards CSR are particularly
demanding and are providing further impetus for companies to perform responsibly
and communicate their activities in a transparent manner.

So, from all different perspectives, the heat has been turned up on CSR, and compa-
nies are focusing on what CSR means to them —and for them!

The aim of the book

This book has been written to enable directors and company secretaries to answer the
questions: ‘Is CSR relevant to my business?, and ‘How do I make CSR work for my
business?’ The book is divided into three parts:

1 Why develop a CSR approach?
2 How to implement CSR
3 What to do to make CSR work.

Its aim is not only to inform the reader about CSR and its benefits but also to help him
or her integrate the benefits into the business and hence influence the bottom line —
either directly or indirectly.

By structuring the book into these three parts, those readers already familiar with
CSR can opt to read those sections they feel are more beneficial to their own position,
while those unfamiliar with CSR can gain a more detailed understanding of CSR and
its benefits.

The book is written from the perspective of ‘What are my business objectives, and
how does CSR relate to my operation?” It will refer to the attitudes and influences of
governments and non-governmental organisations (NGOs) towards company behav-
iour and actions — from the perspective of their being ‘stakeholders’ in a business (as
well as other stakeholders such as employees, customers and communities). As a result,
the business needs to determine its approach towards these bodies in terms of seeing
them as part of its corporate audience.

Sources

1 UNEP FI e-bulletin, September 2004 — quote from Martin Hancock, following Westpac being declared
Sustainability leaders for the third year running.

2 Ian Davis, “The World in 2004 — Learning to Grow Again, The Economist, 20 November 2003.

3 Michael Porter, European Business Forum, EBF Debates ,'CSR — a religion with too many priests?
Interviewed by Mette Horsing, Associate Professor and Director of the Centre for Corporate values and
Responsibility at Copenhagen Business School, Autumn 2003.
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