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Corporate social responsibility of large corporations

Introduction

Corporate Social responsibility (CSR) is a widely used term in business circle at present.
As per Nexen (2009) CSR is a commitment to behave ethically and contribute to economic
development while improving the quality of life of our workforce and their families as well as
the local community at large (Nexen, 2009). Kotler & Lee (2004) defined CSR as commitment
to improve community well-being through discretionary business practices and contributions of
the corporate resources (Kotler &Lee, 2004, p.3) But the above two definitions seem to be too
narrow as the CSR has wider aspects to deal with apart from the ones mentioned above. The
definition of Eufin.org (2009) seems to be more appropriate than the two mentioned above.
Eufin.org (2009) defined CSR as a concept companies take themselves to reflect social and
environmental concerns within their activities and in their relationships with the various
corporate stakeholders (Eufin.org, 2009). This paper explains different aspects of corporate

social responsibility.

Literature review — Corporate Social Responsibility (CSR)

Companies need to answer to two aspects of their operations; the quality of their
management and quantity of their impact on society in the various areas (Baker, n.d). It is not
necessary that all the better performing companies are equally contributing to the society. A
company which professionally managed, causing no harm to the environment and contributing

something to the society in which it operates, can be regarded as a better company.
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Each and every company has to interact with lot of internal and external components as
illustrated in the figure given below. All these components can influence the functions of a

company.
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(Baker, n.d)

Since the company is operating in a society, it cannot stay away from the social issues.
The society provides both customers and resources to fulfill the business objectives of the
corporate companies (Hawkins, 2006, p.2). An important aspect of CSR is how enterprises
interact with their internal and external stakeholders; employees, customers, neighbors, non-
governmental organizations, public authorities, etc (Enterprise and Industry, n.d). Any problems
occurred in the society can affect the organization as well and hence the wellbeing of the society
is the responsibility of the organization also. Since the companies are utilizing immense

resources of the society, they should take the responsibility of serving them as well. Giving
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employments to the public alone need not be the responsibility the organizations should
undertake. They have much wider aspects to cover as far as the strength of the society is
concemed. Moreover, the society has already accepted the tension between corporate rationality
and social responsibility as an inescapable condition of living prosperously (Steven et al, 2007,

p.17) and the companies should respect that.

CSR is visualized differently by different countries. In the United States, CSR has been
defined in terms of a philanphropic model in which the companies make profits, unhindered
except by fulfilling their duty to pay taxes and donate a certain share of the profits to charitable
causes. In European model, CSR focused on operating the core business in a socially responsible

way, complemented by investment in communities for solid business case reasons (Baker, n.d)

The basic question at the heart of the CSR is as old as the business itself, such as what is
a business and what contribution does it make to society (Crane et al, 2009, p.3&4). Business is
not for making profit alone as believed earlier. Business people who exploit the public properties
must work for the public as well. Corporate social responsibility (CSR) is about understanding
your business impact on the wider world and considering how you can use this impact in a
positive way (Corporate social responsibility, n.d). Companies should realize that their CSR is
limited to their activities alone. They should cut their ties with others who cause immense
damages to the society and environment in order to highlight their CSR. For example, PepsiCo
along with more than a dozen oil companies and consumer goods manufacturers has withdrawn
its investments from Burma because of human right concerns. (Vogel, 2006, p.2) Other major
CSR policies can be summarized as: Adoption of internal controls reform in the wake of

scandals; Commitment to diversity in hiring employees and avoiding discrimination;
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Management teams that view employees as assets rather than costs; Integration of the views of
employees into decision-making processes; Adoption of policies in line with social and

environmental laws etc (As you sow, 2006)

Globalization has tremendously amplified corporate power- shrinking the state and
making the global corporation arguably the most powerful of our modern institutions (Visser et
al, 2008, p.6) In fact in some countries the corporate companies are even powerful than the
governments itself. So such companies can do a lot for raising the levels of the poor in that
country. Poor countries always welcome big corporate companies to their soil in order to attract
foreign investment and to boost their economy. These big companies should realize that they
have a double role to play in such countries like; making profit and also to help those countries in
raising the economy living standards of the poor. Companies play important roles in public
policies not only in countries where standard of governance is low, but also in countries in which

the international governance mechanisms are low (Blowfield & Murray, 2008, p.11).

As the impact of business on society grown, the range of stakeholders whose concerns a
company needs to address has fluctuated from a narrow view of owners to a broader range of
constituents including employees and customers (Werther Jr & Chandler, 2005, p.3). It is not
possible for an organization to limit their attention to their customers and employees alone
currently. Business is influencing the society in many ways and hence the organizations need to
address the issues which are influencing the society negatively. They should work for improving
the lives of millions of people and help the making of a stable and less dangerous world (Prahlad
& Porter, 2003, p.3). CSR provides a platform for corporations to be involved in economic

development and wellbeing of disadvantaged people (Hopkins, 2008, p.2). In fact big corporate
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are as powerful as some of the governments as far as financial capabilities are concerned. For
example, Microsoft, PepsiCo, Coke etc are big companies whose financial strengths are more
than imaginable. These companies are operating globally irrespective of rich or poor countries.
So they can help the poor people of the countries in which they operate as part of their CSR.
While CSR does not have a universal definition, many see it as the private sector’s way of
integrating the economic, social, and environmental imperatives of their activities (Corporate
Social Responsibility, 2009). But irrespective of private or public, all the organizations have an
important role to play in achieving social justice. Private companies are more prominent in many
countries compared to public companies. It is impossible for the government organizations alone
to raise the living standards of the poor. Since both public and the private companies are
operating on the resources of the general public, both of them have a responsibility to keep an
eye on the living standards of the poor as well. “There is urgency for concerted efforts by the
private sector, public sector and non-governmental organizations to develop structures and
institutions that contribute to social justice, environmental protection and poverty eradication”

(Dobers & Halme, 2009)

When business is booming and the bottom line comfortable, corporate responsibility
seems an achievable goal. But in difficult times, “responsibility” and “accountability” are —
surprise, surprise — much trickier terms to define and employ (Connor, 2009). Big companies
will spend some money for social causes, when they earn more whereas it will be less when they
earn less. CSR should never depend on the company performance. It is a much needed
responsibility from the part of big companies irrespective of their performance records. They
should remember that while firms with superior CSR performance have done well in the past

whereas firms with poor CSR reputations have performed poorly (Vogel, 2008)
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Even though, companies publish huge volumes of literatures with respect to their works
for the wellbeing of the society, in practice many companies define their obligations in a much
more limited. (Geoffrey, 2008, p.2) Normally, the published claims and the actual things may not
balance each other. Lot of declarations on CSR may lie on paper alone. Companies use such
tactics to cheat the public in the name of CSR. The big companies will do small things for the
wellbeing of the society and they will use such things as a curtain for their exploitation of the

society.

There are also certain myths about CSR like; the market can deliver both short-term
financial returns and long-term social benefits; the ethical consumer will drive change; there will
be a competitive 'race to the top' over ethics amongst businesses; countries will compete to have
the best ethical practices etc (Source watch, 2009) But all the above things has nothing to do with
corporate social responsibility. It is not necessary for the public to think in terms of big things
from the corporate companies. But even small things from all the companies together can make

lot of changes in the society.

Conclusions

The importance of serving the society where the companies are operating is a legal and
moral responsibility for both the public and private companies. Big companies are always
exploiting the resources of a place and they should compensate for that. Companies should
understand that, it can stay in the market with the help of the customers and the society in which
it operates alone. Neither financial abilities nor the smart governance or management will help
the companies in achieving their long term goals. In order to achieve long term goals, the

companies need to execute their social responsibilities in a fruitful manner.
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Corporate social responsibility is not helping the poor and needy people alone. The
company should keep morality and ethics in all its operations in order to fully execute their
social responsibilities. Companies should never try to exploit the natural resources injudiciously.
Moreover they should never engage in activities which are harmful to the environment. In short,
corporate social responsibility is a wide topic which includes a company’s commitment to the

society, stakeholders and the environment in which it operates.
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