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Abstract
This paper gives an overview about Corporate Social Responsibility in an economist viewpoint. The focus is on stakeholders principles and recommendations. It deals with a global changing business model and tries to answer the following questions: Who and what are driving the change? Who is making sure it stays changed? It analyses areas and values of CSR. The focus is on the actors and their benefits of corporate social responsibility, including effective reporting about measurable benefits of CSR. This paper suggests that companies also in Hungary should act socially responsible, because the long term benefits are higher than risks and costs of CSR. 

1. Introduction – The rise of corporate responsibility and its importance 
Profound changes in the world over the past 20 years have created new risks for modern managers, and new means of building value. Business has moved to centre stage, bringing many benefits but also attracting the attention of vociferous critics. Companies’ impact on the environment, and on society at large, can create risks which have an important impact on financial performance. It is in the interests of business most obviously because there is a lengthy list of major names who have faced contention over social, ethical or environmental issues: eg BP, Shell, Premier Oil, Ford, Nike, McDonald’s, Balfour Beatty and GlaxoSmithkline. CSR is more important than in the past partly because business plays an increasingly prominent role in modern society, at every level from the local community to the international stage. 
Corporate responsibility has advanced rapidly since the mid-1990s. Companies have responded to the guidelines by beginning to publish useful information for investors, but more is needed from smaller public companies and more focus is required on what is material to each company, rather than general issues. Early attempts to gauge the "business case" for corporate responsibility focused on revenue and cost benefits. A confluence of corporate governance and socially responsible investing (SRI) has stimulated activity in financial markets. As well as developing analytical skills, investment managers are also collaborating in specific areas, notably climate change. Research has shown that incorporating social responsibility can reduce portfolio volatility andof the importance of risk as well as returns, including risk to reputation. Social, cultural, demographic and technological changes mean that social and environmental risks are now more significant than in the past and more volatile. 

Growing awareness of the importance of corporate responsibility is a global trend, with significant developments in many markets, including Australia, South Africa and the US. The European Union has taken a close interest and created a Forum to advise on necessary action. It is increasingly recognized that the managerial decision-making process in business needs to take into account a wide range of criteria relating to the financial, environmental, and social implications of business operations. Corporations look to their management teams to implement policies and practices that contribute to long-term responsible success of their enterprises and that fairly balance the competing claims of key stakeholders: investors, employees, customers, business partners, communities, vendors, and the environment. 
The following survey in Corporate Social Responsibility gives us an overview about consumers, employees, and CEO’s viewpoint. (Reputation Institute, 2002)
Consumers:

Only 6% of American consumers think the focus of a company should be limited to making money, creating jobs, paying taxes. 75% think companies should set high standards of ethics, build better society. Only 15% of consumers think of bottom line indicators when forming impression of company. Over 65% cite labor practices, environmental records, and other CSR indicators. 90% of consumers “had a more positive image of companies who support a cause that they care about”. 82% said they would “be likely to switch to a brand or retailer associated with a cause when price/ quality are equal”. 
Employees:

Employees’ pride was up 50% and “loyalty” up 25% in companies deemed socially responsible, in comparison with non-CSR companies. 
CEO’s and corporate leaders:

88% of leaders believed corporations have a responsibility to stakeholders beyond profits. 82% believed that companies that act socially responsible are rewarded with more loyal customers, more talented employees, a more favorable reputation, and ultimately higher profits. Believe CSR has become one of the most important issues facing business over the next 25 years.

General corporate image:
The factors most influencing public impressions of companies are social responsibility (49%), quality/reputation (40%) and business fundamentals (32%). 83 percent of Americans reported that companies who support a chosen cause have a more positive image in their minds. A survey (Global CSR Monitor (20 Countries), Environics 2001) of the general public in 20 countries found that people hold a company's responsibility to society, environmental and labor practices as more important that its economic contribution.
2. CSR definitions
Corporate social responsibility does not have a standard definition or a recognized set of specific criteria. Many companies use different terminology to define their practices, such as corporate sustainability, corporate responsibility, corporate accountability or corporate sustainable development. With the acknowledgment that business plays a fundamental role in job and wealth creation in society, CSR is the way in which a company achieves the integration of economic, environmental and social imperatives to achieve sustainable development, while addressing stakeholder expectations and sustaining shareholder value. This part of the paper defines CSR and differentiates it from philanthropy and volunteerism. 
A large-scale corporate strategy that is integrated with core business objectives & core competencies to create positive social change and business value, and is embedded in day to day business operations. (McElhaney, 1998) 
Business for Social Responsibility (BSR): Companies being able to be commercially successful in ways that demonstrate respect for ethical values, people, community, and the environment.

The European Commission: The voluntary integration of environmental and social considerations into core business operations over and above legal obligations, that is based on dialogue with stakeholders. (EU Multi-Stakeholder Forum on CSR)
World Business Council for Sustainable Development:   Corporate social responsibility is the continuing commitment by business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well as of the local community and society at large. 
The Brundtland Report has defined sustainable development as “development that meets the needs of the present without compromising the ability of future generations to meet their own needs” (World Commission on Environment and Development, 1987). In this sense, CSR can be viewed as the business contribution to sustainable development. 
“We must remake our businesses to be far more active corporate citizens — creators not only of shareowner value, but also of social value, in ways that are systemic and sustainable.” — Carleton S. Fiorina Hewlett-Packard
CSR strategy must fit to core business objectives (sell more ice cream) and core competencies (make great ice cream). CSR is integrated with core business objectives and competencies. It is embedded in day-to-day operations to create positive social change and business value.

There are diferrent areas of CSR: monitoring business changes and marketplace, behave environmentally friendly, deal with supplier relations, maintain communitiy involvement, ensure human, employee and stakeholder rights, create transparency and communication, measurements.
3. Changing business model
One of the main drivers for CSR are crises and collapses: 89 percent of Americans say that in light of the Enron collapse and WorldCom financial situation, it is more important than ever for companies to be socially responsible. As the drama surrounding the current corporate scandals continues to unfold, nearly nine in ten Americans (86%) agree that companies should tell them the ways in which they are supporting social issues. In a study done after the September 11th tragedy, 79% of Americans said that they believe companies have a responsibility to support causes, up from 65% in March of 2001. (Cone/Roper Corporate Citizenship Study 2001) What are impacts of sound CSR programs on employees, the community, the company, and ultimately, the bottom line? 
1. diagram: Reasons for impelementation of CSR strategy
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Source: E&Y, 2002
The main drivers for CSR are Corporate values: “the right thing to do”. It is in connection with corporate reputation and enhanced brand image. In time of crises there is an increased sense of need for social responsibility. Other important drivers are: 

· Meet changing stakeholder expectations, greater stakeholder awareness of corporate behavior, improved relations with stakeholders/dispute resolution/issues management 
· Cost savings/improve the bottom line 
· Reduce and manage business risks 
· Attract and maintain employees, employee morale and productivity 
· Competition for access to resources and technology 
· Stimulate innovation and generate ideas 
· Provide valuable input to strategic planning, as well as a better understanding of sustainability issues facing the company 
· Expedited permitting/improved relations with regulators 
· Access to markets/customers We shouldn’t forget the changing of consumer needs
(Consumer thinks about the supply chain and the food’s impact on the environment before choosing restaurant.)
Who’s Driving and reporting the Change? (Fifty relevant websites)
· U.N. Global Compact, 1700 companies

· Business for Social Responsibility, 1000 companies

· World Business Council for Sustainable Development, 160 companies
· Center for Corporate Citizenship

· International Organization for Standardization (ISO) recently agreed to develop CSR standards for organizations worldwide -- June 2004

· International Accounting Standards –  in late development

· Financial institutions beginning to integrate CR into corporate valuations -- U.N. Global Compact Report  June 2004
Multilateral organizations as enablers: World Trade Organization, World Bank, International Monetary Fund. World Health Organization, United Nations Global Compact, U.S. Agency for International Development are making sure that it satys changed. 2. diagram shows the increasing importance of NGO’s in taking the leadership.

2. diagram: Who should take CRS leadership?
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Risks and benefits of CSR

After the maintaining intitutions let’s have a look at Economist’s and disbelivers arguments! First of all CSR initiatives could diminish shareholder returns, distract business leaders from their focus, and allow companies to continue bad behaviors in the shadows:
· It is philanthropy at other people’s expense

· Profit-maximizing CSR does not silence the critics

· Non-profit-maximizing CSR silences the critics, but is unethical

· Companies can pay lip service to CSR, but continue to make things worse for communities
Corporations look to their management teams to implement policies and practices that contribute to long-term responsible success of their enterprises and that fairly balance the competing claims of key stakeholders: investors, employees, customers, business partners, communities, and the environment. What are the values and benefits wich can motivate to behave socially responsible? The following table will make it clear that CSR has measurable benefits.

1. table: Measurable benefits from CSR

	Financial Benefits/Market Growth
	· Innovation/ Market Knowledge

· Reduces operating costs
· If no measurable results, greater susceptibility to budget cuts 
· Attracts investors/ access to capital

	PR Benefits
	· Government Relations (Reduced paperwork, Fast approvals)
· Increases customer trust, brand loyalty

· Access to partnerships, NGO collaborations

	HR Benefits


	· Improve labor market

· Improve society, build teamwork and skilles
· Increase employee loyalty, pride, satisfaction (Pleasant working cilmate)


Source: http://www.abi.org.uk

Unfortunately, this theory often remains disconnected from practical application: How will corporate leaders develop and implement these CSR practices and programs? How will corporate leaders motivate organizations to behave in a socially sustainable manner?
4. Recommendations to hungarian companies

CSR has a different meaning in different cultures. The hungarian society does not know what social responsibility exactly means. A survey (1000 interviews made by Szonda Ipsos in 2002-2003) has shown that the hungarian consumers are afraid of multinacional companies, they think CSR means: companies should deal correct with suppliers and employees 29%, give higher salary 26%, operate more safety at place of work 26%, create new jobs 17%. Deep-interviews with experts have shown that CSR means to opinion shapers: no corruption 37%, operatimg environmentally friendly 34%, make white profit 33% (honest ethical milieu), no misinformation about insecure products 29%. The public opinion prefers financial conditions and welfare package to costumer service and benevolence, but they think that small and multinational companies should behave socially responsible, even if their engagement of CSR is different. 
2. table: Different engagement of CSR
	 
	Hungarian small companies
	Multinacional companies

	Strength
	 Decision-maker and executor   

 are close
 Deeper local activities
	More financial opportunities

Better working-conditions

	Weakness
	 Limited resourches

 Newness, less experience
	Smattering of local activities

Decision-maker and executor are far from eachother

Lower social safety


Source: Self-made
Smaller companies are also exposed to CSR through the demands of their corporate customers and the needs of their assurance systems for corporate responsibility. Tools have also been developed to help smaller companies address these issues despite lacking the specialist resources of bigger businesses. Social, ethical and environmental risks are inherent in modern business and should be approached in a similar fashion to conventional financial and physical risks. According to consumers opinion companies should report their CSR strategy answering the following questions:

1. What are specific goals? Rank in order of importance!
· Enhance image

· Respond to attacks, protests
· Build bridges, learn, engage

· Organizing tool

· Inspire employees

· CEO says have to

2. Who are your audiences? Rank them by importance!
· NGOs

· Employees

· Executive management

3. Report used as a tool to:

· Inspire employees

· Means to change language, climate, even company culture

· Method to track progress over time

· Pre-cursor to develop CSR organization, vision, strategy
4. Take necessary steps to ensure or enhance credibility!
· Does it fit with overall communications/ PR strategy?
· Does report fit with overall brand/ marketing strategy?

· Are the themes, tones reflected in other company materials?

5. Define CSR clearly up front!
· Start by asking ‘scariest question’ , set specific, measurable CSR goals
· Use quantitative & qualitative measures, include financial, social & environmental data
· Connect CSR strategy to core corporate strategy

· Be global in perspective, use outside report verification

· Show clear strategy to move CSR forward, improve upon failures

The report should fit to the following standards: transparency, inclusiveness, audit-ability, completeness, relevance, neutrality, sustainability context, accuracy, comparability, clarity, timeliness.
Conclusion

Corporate Social Responsibility becomes synonymous with Communicate Social Responsibility.
The actual nature of corporate responsibility is more subtle and more complex than is often appreciated. It calls for a deeper understanding - so that companies will be able to manage responsibility issues better, and investors will be better able to identify the investment implications. Companies have been getting better at identifying the key issues which are most significant for their particular circumstances, and this trend should be accelerated by the need to produce an expanded Operating and Financial Review, perhaps as early as 2005. As companies produce better information, it will be easier for investors to understand potential impacts and incorporate them into investment decisions. The growing body of evidence on the financial impacts of socially responsible investing and corporate of social and environmental impacts do not fall uniformly across or within sectors – some companies are more or less exposed than others, just as with conventional business drivers.  As social issues become more important, investors will need to take more account of them, and investment managers or advisers who fail to do so will be in danger of failing their clients.

“A good company delivers excellent products and services, a great one delivers excellent products and services and strives to make the world a better place.” William Clay Ford, Jr.

Bibliography:


1. Russell Sparkes (2002): Socially Responsible Investment: A Global Revolution, John Wiley and Sons Ltd Hardcover - October 25, 2002

2. Roger Cowe (2003): Corporate Social Responsibility: Is There a Business Case (with M Hopkins), ACCA 2003

3. World Commission on Environment and Development, 1987, Our Common Future, Oxford University Press, p. 43
4. Rory Knight and Deborah (2002): Pretty Managing the Risks Behind Sudden Shifts in Value, European Business Forum Winter 2002/3

5. http://www.nonprofit.hu/hirek/egyhir/180912.html
6. http://www.abi.org.uk/Display/File/364/csr_Report.pdf
7. http://www.csreurope.org/publications/aglobalrevolution
8. http://www.ey.com/global/content.nsf/International/Home
9. http://www.haas.berkeley.edu/faculty/pdf/mcelhaney.pdf
10. http://www.reputationinstitute.com/main/index.php?pg=pub&box=articles_by_ri
11. http://www.globescan.com/default.asp?sp-csr.asp
12.http://forum.europa.eu.int/irc/empl/csr_eu_multi_stakeholder_forum/info/data/en/csr%20ems%20forum.htm

� EMBED MSGraph.Chart.8 \s ���








� Budapest University of Technology and Economics, Psd. and MBA Student, email: kiss@finance.bme.hu





[image: image2.emf]35

30

24

3

5

35

23

25

4

8

0

5

10

15

20

25

30

35

40

companies NGO's GovernmentsInternational

agencies

Other

Mar. 01

Mai. 99

[image: image3.png]Reasons for Implementation of CSR strateqy

Right thing o do
Reputation/brand image|
Improved business performance
Build Stakeholder tust
Stakehoder pressure
Competitie advantage

nestar pressure
Publicrelatons

Enhance investor elations

Peer pressure
010 20 30 40 50 60
% of espondents



_1194422065

