The roots of corporate social responsibility (CSR)

In nineteenth century capitalist Britain, most industrialists believed that
corporations should simply follow their own profit-maximising business
strategies regardless of the consequences for the wider society.

This thinking gradually began to change as some more enlightened
business leaders realised that by treating their workforce better; paying
them higher wages, providing them with housing, paying to educate
their children etc they could actually improve productivity and be seen
to be acting in a ‘socially responsible’” manner.

Today, many companies have a clearly-stated policy that outlines
their approach to dealing with both stakeholders in their businesses
and with the wider community. This more recent focus on what
constitutes socially responsible corporate behaviour has been driven
at least partially by the interest in socially responsible investing (SRI)
and hence by demonstrating a socially responsible attitude to the
wider world the company can attract investment from investors
wishing to invest in a way that reflects their own moral sensibilities.
Indeed, as an indication of how socially responsible they are,
companies may advertise their stance by publicising their inclusion
in an SRl index, such as the FTSE4Good index (see SRI).

Policy statements: Because CSR is difficult to define, many
companies publish their own interpretations and policies towards
CSR. For example, on the Boots plc website states the following
about its view and approach to CSR:

“To be a credible leader in health care provision, we must
demonstrate a responsible approach all of our stakeholders -
including our people, our suppliers, the communities we serve
and the wider environment.

Boots has a strong sense of social responsibility and this is part

of our proud heritage. Today it is reflected in our values and
behaviours and made explicit in our statement of business
purpose. We seek to respond to the legitimate concerns of our
stakeholders — whether they be in the marketplace, the workplace,
the communities in which we operate or the environment that
affects us all.” (Source: http://www.boots-plc.com)

On Marks and Spencer’s plc website one can find the following
statement relating to CSR, which also highlights what the company
believes it is achieving by having a socially responsible approach to
its business:
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“Corporate Social Responsibility is often described as listening
and responding to the needs of a company’s stakeholders.
This includes the requirements of sustainable development.
We believe that building good relationships with employees,
suppliers and wider society is the best guarantee of long-term
success. This is the backbone of our approach to CSR..

Managing CSR well will allow us to identify potential risks to
the Company and respond to areas of performance where we
fall behind. More importantly it also means we can identify
opportunities to differentiate ourselves from our competitors.
CSR can help us to draw shoppers to our stores, attract and
retain the best staff, make us a partner of choice with suppliers
and create value for our shareholders.” (Source: www2.
marksandspencer.com/thecompany/ourcommitmenttosociety/
index.shtml).).

From these two statements we can see that CSR policies can
have an impact upon: the corporate governance of the company,
its employee relations, its supplier and contractor alliances, the
wider environment, local communities and even the development
of less-developed economies.

Less conventional indicators of performance: In an effort to
quantify their CSR commitments, a number of companies now
produce non-financial indicators of performance, that are published
in their annual statutory accounts. These might include:

e details about the number of stores or offices that have been
upgraded to allow full access for the disabled,

e details about all charitable contributions,

e details of community interaction,

e survey-based measures of customer satisfaction, and

e subscript measures of their CO2 emissions.

By monitoring these over time investors and other stakeholders
can obtain an idea of a company’s ‘performance’ with respect to
corporate social responsibility, in the same way that traditional

balance sheets and profit and loss statements give an idea of the
current and evolving financial position and activities of the firm.
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