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INTRODUCTION

“Along the course of history, we had often to
acknowledge, alas, that possible becomes
impossible, and we can guess that the richest
human potential remains impossible to be realized.
On the other hand, we had to acknowledge that the
un-hoped for becomes possible and is realized as
well. Then we need to hope for the un-hoped for
and act for the improbable. ”

E. Morin

This is an universally recognized time of crisisl dnerefore of transition for the
world economy. However, a transition does not nem@ly represent a negative stage,
at least not completely, since from the dawninghaf economic sciences or of other
modern sciences as well, we always had to withstamége of adjustment and re-
organization, in order to prepare for a followinigge. All this, to remind us that the
present “economic crisis” is to be faced with ativecand constructive attitude while
seeking to extract from its past development theuds of concern, in order to

understand them and find new, fit proposals to khslpvercome it.

This hard, but otherwise necessary search andcagisng of founding values
- such as the “common good”, solidarity, gratuitoess, reciprocity is what civil society
is to do nowadays. The search for such values &éas bbscured in these recent years,
due to the evident increasing consumerism andivisiat which permeate our society.
Presently, it should restart with higher stamirecduse a possible path out of the actual
crisis travels through the so-called “brotherhoaddes” with other nations, people and

continents to be built especially in the econonmid aocial field, as the worldwide net



of interconnections makes “my own good” dependimgamother country’s good as
well.

Minding only one’s personal interest and good isware acceptable now, as it
leads to exclude ourselves from the virtuous cydbere skills and abilities, goods and
resources are exchanged. On the contrary, patiigpan this cycle has become so
essential as to consider ourselves citizens obahenation, the world.

With this in mind, we have focused our attention ttve broad theme of
Corporate Social Responsibility. This study is eesd on business ethics, in particular
on Stakeholder Engagement and the ways of involueroé the stakeholders, i.e.,
suppliers, customers, shareholders, employeeswtime society and so forth, all

engaged at different levels in business management.

The issues of Corporate Social Responsibility atatteholder Engagement have
been studied through a review of the internatiditalature, mainly by means of
examples and practical solutions in order to hgiftlithe scholars’ efforts in trying to
spread these themes and point out their importahcethis study, we chose to
concentrate especially on the dialogue with théettalders and the thick net of
relations which develop inside and outside of a gamy, to involve the whole society.
In doing this, our goal is to highlight how the gtyaof these relations will affect the
success of a business, and therefore of our scasetyell.

To provide evidence for “Building good relations Isghly rewarding in
business”, we described then the paradigm of then&woy of Communion which
nowadays represents quite a new trend of actiorecdonomy, where people are
positioned at the core of the business, as thetagdrchange which they are growing
into. Through actions and activities of Social &wrporate Responsibility, Stakeholder
Engagement is a powerful instrument for the cosatf an economy centered on the

person.



Chapter |

Corporate Social Responsibility

“Firms may increase the total value they add to
society by focusing on either the social or ecomomi
aspects of their operations. In today's financially
competitive and socially concerned marketplace,
firms usually must consider both aspects of their
performance.”

J. Chrisman and A.Carroll

FOREWORD

The focus of this work is on the relationship betw the concepts of Corporate
Social Responsibility (CSR) and Social Strategi®S)( which can be considered tightly
related and on the implications of such relatiopsin business management, especially in
regard to the role of all the subjects involved“ederest bearers”- from employees,
clients, suppliers, shareholders, competitors éovthole community which we can refer to
as the stakeholders (STK). According to Cantelen{€la, 2006), the CSR contributes to
define and clarify both contents and purposes gfv@&reas SS connotate the CSR in a
more management-like manner. In this perspectivedefnition of CSR cannot be
formulated without explaining what SS are; on tbatrary, SS can be planned and defined
without referring to the concept of CSR. In othesrds, CSR should not be seen as a
sporadic display of charity from business orgamwet; actually, it requires a precise
formulation of purposes and a planning for the ngan@ent of resources and activities.
Consequently, it needs also a previous definitioml aubsequent implementation of

strategies.



1.1 Social Strategies

Speaking of “Social Strategies”, we refer to b# telationships existing between a
business organization and its social interlocutagch relationships can be of great
importance and influence on the involvement of §i&K. More specifically, the firm can
be called to manage all these relationships ashiewee its business goals and, at the same
time, to somehow adapt such goals to the requdstseosubjects - both internal and

external to the organization - involved in this gess.

We are now going to introduce different classiimas of social strategies, which
highlight the relationship between STK and busiregsnization, detailed as follows:

CLASSIFICATION OF SOCIAL STRATEGIES
(A) Classification on the basis of the companytatglgic stance

Strategic stance is related to the responsivenéss frm to the requests from the
environment, i.e., the “openness” of a businesameation. According to Ackoff (1974),
firms can take four possible stances when faciegctianges in the outer environment, as

follows:

(1) Inactivity: in this case, business organizationsorg environmental changes and
keep behaving as they usually do;

(2) Reactivity: this is a more passive stance; firnmglte wait and limit their action to
responding to changes caused by external forces;

(3) Pro-activity: business organizations try to anttgwhat is going to happen and
take a given stance before the expected event fdes. This is an anticipatory
strategy;

(4) Interactivity: business organizations choose to do#ively involved with the
external environment and strive for envisioning @sgible future for all the

implicated parties.



Carrol (1979) suggests a second classification hvigcnot very dissimilar from the
previous one; it consists of the following four belor categories:

(1) Reactive: the firm is passive and do not plan imaade a response to external
stimuli. In some cases, this stance may point bat & firm is unconcerned with
social issues; in other cases, the business olgamzcan be fully aware of this
choice.

(2) Defensive: this behavior is typical of firms thaact on a case-by-case basis
whenever social issues emerge, therefore lacksygt@matic, consistent approach.

(3) Accomodative: in this case, the business orgawazeagirives for understanding and
anticipating the change in the outer environmemtpider to plan in advance a
quick response and prevent potential conflict.

(4) Proactive: here, the firm engages in understandityanticipating the evolution’s
trend of the environment; doing this, the busin@gmnization adapts itself to the

future issues before they take place, in ordeattigpate in the social change.

Piantoni’s classification (1984) basically followskoff's line of thought with a few

changes, as follows:

(1) Passive approach: the business organization daeackoowledge any kind of
social responsibility and does actually nothingntotivate STK. In fact, its actions
have as the one and only goal an economic beneditproduct-oriented approach.
Therefore, the firm suffers the consequences oértgthaction and is affected
without influencing events. This approach can baeseh by either very strong and
confident firms considering their interlocutors ‘@@ and their issues
unimportant, or by small firms trying “to pass utined”.

(2) Reactive approach: the firm, when forced to takioagccan choose to meet the
needs of STK. In this case, it admits its sociapamsibility but fights it, limiting
its action to a minimum. This approach is usualigsen by market-oriented firms
and consists of three stages, i.e. (1) identifbcadf STK, (2) identification of the
issue in question and (3) development of a strategy

(3) Interactive approach: according to this view, mo&en preferred by service-
oriented organizations, the firm is considered @ment of a wider system. The
features of this approach can be summarized aswslin (a) cause-and-effect

logic, focused on the issues which cause socialspre, (b) relational logic, where



the firm quits considering itself at the core ofystem and acknowledges the
existence of a net of relationships and interadtivees and finally (c) anticipatory
logic, which is action-oriented.

(4) Proactive approach: it is more future-oriented.this approach, the system is
considered as a whole and no more focused on #sepr interaction with its
interlocutors. In fact, the firm acknowledges rasqbility and anticipates STK’

future requests and system change, willing to gagte in and influencing it.

Table 1.1 Classification of Social Strategies Adiog to Piantoni

LOGIC OF ACTION
Consequential Anticipatory
Aimed at REACTIVE INTERACTIVE
PERCEPTION | the single STK | APPROACH APPROACH
OF THE
SYSTEM PASSIVE PROACTIVE
Global
APPROACH APPROACH

Source: Piantoni (1984).

(B) Classification on the basis of the relationstiptween Structute Strategy -

Performance

In Husted’s view (2000), when specific social ssuemerge both a specific
organization structure and strategy exist to steen. This second kind of classification is
based on Husted’s model of CSR and focuses on mgettie STK’ needs; it also involves
the choice of strategies and structure which proeee fit to reach an agreement between

the firm’s and the STK’ expectations on social essu

To start with, the business organization must tifiethe social issues in which a
gap in expectations exists between the firm andsihi€; whenever this gap is not present,

we call such issues “nonissues”.

! In Husted’s words, structure is defined #se“overall mechanism in the organization that iatpahe flow
of information, the process of decision making, treddelineation of responsibilityHusted, 2000).



According to Husted (2000), three kinds of sodssues can be identified, as

follows:

(1) What is — what isthis social issue emerges whenever there is reeagent on the
nature of facts in a given situation, i.e. if a oibige conflict takes place;

(2) What is — what ought to ben this case, the gap takes place between whatds
what ought to be;

(3) What ought to be — what ought to: bieis issue can be described as a gap between
the company’s and the STK’ view on what ought to &® respective goals and

expected results do not correspond.

After identifying the various types of social issy we can finally highlight four

strategies that allow to reach an agreement betfiges and STK’ expectations.

Husted suggests strategies based on four factansely: (a) information diffusion,
(b) decision-making responsibility and (c) decismaking process itself. These strategies

are detailed as follows:

(1) COMPUTATION STRATEGY: its distinctive feature isehformulation of plans
and procedures which result necessarily in prerdated responses to
environmental stimuli. Such responses are mostalsleit in the case of
NONISSUES, as a previous negotiation is not needled; because an overall
agreement between company and STK has been alreathplished. The
organization structure is bureaucratic, thus dessiare made by top management
teams and typical instruments could be ethic cadessocial reporting.

(2) DISCOVERY STRATEGY: it is suitable in the case afcgl issues of the first
type, i.e. related to the nature of facthét i9 and consists in looking for the best
solution to achieve goals on which an agreementbleas already reached. The
most suitable structure e®llegial where majority-based decision-making is carried

out after distributing the information among aktimvolved experts.

(3) INSPIRATION STRATEGY: it is usually employed whermwa common vision is
lacking. This strategy aims to challenge the dominalues in order to create a

novel vision of the firm and of the relationshiptivihe STK as well. The core of



this strategy is moral imaginatidfJohnson, 1993), which can be fostered only by
an environment oforganized chaos”where information is widely distributed and

all parties are spurred into searching for a sofuto the issue.

(4) BARGAINING STRATEGY: companies can profitably redorthis strategy in the
case of a conflict of interest, in order to find agreement. Theepresentative
organization structure is the most suitable, sihggves voice to all the relevant
STK.

Table 1.2 Classification of Social Strategies Adong to Husted

SOCIAL ISSUE NON ISSUE TYPE 1 TYPE 2 TYPE 3
_ what is

what is what ought to be
EXPECTATIONAL VS.
GAP none VS. vs.

what is what ought to what ought to be

be

ISSUE STRATEGY | computation discovery inspiration bargaining
STRUCTURE bureaucratic collegial organized chaos representative

Source: Husted (2000).

(C) Classifications based on the relationship &K

In this third and final section, we concentratetioa relationship between the firm

and its STK; this relationship is considered a favpoint in social strategies.

Freeman (1984), the first Author who developedaasification centered on the
relationship between firm and STK, suggests togmtee the STK in which the firm is
interested.

The five strategies listed below intend to be aswaer to the crucial question:
"What do we stand f@f

2 Johnson defines moral imagination“aa ability to imaginatively discern various postities for acting in
a given situation and to envision the potentialphahd harm that are likely to result from a givectian”
(Johnson, 1993).



(1) Specific stakeholder strategy: following this stgt, the firm can meet the needs
of only one or few STK. For instance, a firm what@minant values are client
service and employee satisfaction can benefit mpdimése two groups, namely
clients and employees.

(2) Stockholder strategy: in this case, the targetgemnsists of the shareholders. This
strategy is a particular case of the previous, ng@eeral strategy and find its
rationale in the tendency of firms to see as predant the interest of shareholders
compared to other STK'. The main goal of this sggtis to maximize the value
created for shareholders and therefore the magteéwf the company.

(3) Utilitarian strategy: this strategy’s goal is toxmaize the utility of all categories of
STK, thus improving the whole society by performsagially useful activities. In
this case, the firm is considered a social instituivhose purpose is to create the
maximum possible output for the benefit of the leigimumber of people.

(4) Rawlsian strategy: here, companies are seen astsagénsocial change. In
implementing this strategy, the firm addressesiéomost disadvantaged categories
of STK and ensures that positions inside the compane available to all the
society’'s members. This strategy is inspired by \akies of freedom and equal
opportunity.

(5) Harmony strategy: social harmony is the principtewhich this last strategy is
grounded. On the basis of society equity, it rezpiithat action taken be both
desirable and supported by the majority of STK.

However, according to Meznar, Chrisman e Carroll99Q), Freeman’s
classification is not exhaustive since, in thesehAts’ words, strategy is the process
through which the compartymatches its skills and competences with the opputies

(and threats) in its environment”

Then, in this sense a strategy ought to identié/lhorders of such environment and
define in which ways the enterprise utilizes researand competences in order to meet its
STK’ needs; conversely, Freeman’s classificatid&es$anto account just the different types

of STK (i.e., the environment) and ignores whaetypf benefit they can obtain.

By combining both classification principles, itgpes of STK and offered benefits,

Meznar, Chrisman e Carroll's classification focusaghe concept of added value, defined



as“the difference between total benefit and totalttosvhere total benefit is the sum of
economic revenue and social benefit and total ioctides both economic and social cost,
as detailed in Table 1.3 (Meznar, Chrisman anddllair992).

Table 1.3 Profit and Value Added

CLASSICAL INTERPRETATION
Profit = Economic Revenues - Economic Costs
Economic Revenues = Price x Volume
Economic Costs = Operating Costs + Cost of Capital
GOAL: Maximize Profit

VALUE ADDED INTERPRETATION
Total value added by firm = Profit + Net Social B&h
Profit = Economic Revenues - Economic Costs
Net Social Benefit = Social Good - Social Costs

GOAL: Maximize value added by firm

Source: Meznar, Chrisman and Carroll (1992).

The concept of strategy proposed by these Autisazentered on the idea of value

added; enterprise strategy is thus defined asvistlo

"How the firm attempts to add value to its stakdérs in order to legitimize its

existence and ensure its future"

To exemplify more clearly the relationship betwehK, benefits and strategies,
STK have been divided into three categories, nartelyeconomic STK, obtaining only
economic advantage, (b) social STK, receiving @ugial benefits and (c) “mixed” STK
who benefit of both types of advantage. Stratelgea® been also divided into five groups,

as follows:

(1) Classical: the company is interested in the ecoo@ain only;
(2) Defensive: in this case, the firm focuses on raayesocial cost; besides, it does not
invest on increasing benefits. This strategy candresidered “broad” or “narrow”,

depending on the number of the STK involved;



(3) Offensive: the enterprise is concerned with indrepSTK’ satisfaction level by

boosting social benefits, without decreasing samals. It can be broad or narrow;

(4) Accomodative: the organization works on both sideging to increase social

benefits and also decrease costs. It can be brosali@w too;

(5) Not-for-profit: the company offers just social bétseto only social STK.

The three categories of STK have been relatedd¢mlsand/or economic benefits,

to the types of strategies used by the firm and twarrow/broad dichotomy, that is, if a

strategy is directed to a broad/narrow group of Sd¥Ksummarized in Table 1.4.

of strategies.

These relationships allow the Authors to outline teatures of specific categories

Table 1.4 Classification of Enterprise Strategies

STAKEHOLDERS
ONLY NARROW BROAD ONLY
ECONOMIC ONLY CLASSICAL
Economic
and Lower DEFENSIVE DEFENSIVE
z _ NARROW BROAD
) Social Cost
O
%)
2 Economic OFFENSIVE OFFENSIVE
< .
o | ¢ | @andHigher NARROW BROAD
L = .
L @] Social Good
s z
Ll O
m 8 Economic &.
T Higher Social
O ACCOMODATIVE | ACCOMMODATIVE
@
Good +
) NARROW BROAD
Lower Social
Cost
NOT-FOR-
Social Only
PROFIT

Source: Meznar, Chrisman and Carroll (1992).



(D) Classification based on the STK’ role as irgeutors of the company

A third and final classification of STK has beeroposed by Frooman (1999); it
arises from a key-questiothow will the stakeholders try to get what they wémm the
firm?”. This classification describes what resourcesSITK offer as a contribution to the
firm. Frooman separates the above-mentioned questto two parts, namelfjwhat are
the STK’ possible influence strategies®id“what factors determine the choice of one or
another strategy?’In doing so, Frooman relies mainly on the STKotlye however, the
latter emerges as especially relevant, in thatdbgendence of the firm on the STK’

resources determines their influencing power orfitheitself.

From the relationships between the above-mentiteedrs, Frooman outlined two

types of classification based on the STK’ influenoethe company:

(1) The former classification is based on STK’ contvbresources and describes two
possible kinds of strategy, as follows:

(a) Retention strategy: STK attempt to change the 8rrhehavior by
quitting the resource supply. On this ground, STiKntout to be no
more dependent on the firm.

(b) Utilization strategy: STK keep supplying the firmthvresources, but
under new conditions because they want to changeirefirm’'s

behaviors they do not approve. In this case, STHeijgendent on the
company.

STK can choose either control strategy, dependmdn@v much power they can
exert on the company.

(2) The latter classification focuses on what kind rffuence strategy is adopted by
the firm, envisioning two possible strategies,@mivs:
(a) Direct strategy: in this case, a group of STK coistdirectly the flow of
resources toward the company, manipulating it;
(b) Indirect strategy: here, a group of STK associatils other groups in
the attempt to control through them the firm’s beba In this case, the

company is dependent on the STK through a balancingpmpany’s
and STK’ power.

10



To summarize, we could speak of “control” whene&fK depend on the
company: conversely, “influence” focuses on theettglence of the firm on the STK.

In addition to the strategies previously descrjdg@oman proposes an outline of
four possible types of relationship between STK &rd. This approach focuses on the

resource control (Cantele, 2006).

Table 1.5 Stakeholder Influence Strategies

Is the stakeholder dependent on the firm?
No Yes
Indirect/withholding Indirect/usage
Is the firm dependent on " LOW INTERDEPENDENCE FIRM POWER
the stakeholder? Direct/withholding Direct/usage
Yes STK POWER HIGH
INTERDEPENDENCE

Source: Frooman (1999).

We have discussed the role and importance of SikKthe strategies that a firm
can implement in order to engage them more activellle company’s management. In so
doing, we had as a purpose to prepare the groundtfoducing Social Responsibility as a
pivotal factor in business activities. In this wagonomic and social issues can support
each other and the so-called “STK issues” (i.eir tissues, needs and purposes) become

part of the company’s mission.

In this view, Social Responsibility operates atbaisiness operational levels, from
the setting of goals and values of the companyht rhanagement coordination and

implementation of business processes, to resultrtiag.

11



1.2 Corporate Social Responsibility

As Waddock reports;During the 1960s and 1970s, CSR tended to focus on
product and consumer safety, driven in large partdonsumer activists such as Ralph
Nader and environmentalists such as Rachel Carsbréderick (1987, 2006) named this
stage “CSR1". However, the rich and various literaton CSR provides no consensus on

the precise definition of CSR (Scherer and Pala2@0).

The first Authors studying CSR came from the Whikingdom and the literature
describes how companies started to take into atcienimportance and relevance of
implementing Social Strategies. This process erpléiow to incorporate SS, or CSR, in

the daily business activity.

At this point, the relevance and importance of Blanning & Control process

emerges with the pivotal issues described as fatiow

(1) INTERNAL ANALYSIS: to find strong and weak pointgjefine needs and
resources in order to achieve the business stcagegils, which allow the company

to respond coherently to STK’ needs;

(2) SURVEY AND EVALUTATION SYSTEM: it concerns the busss performance,
activities and results, the evaluation of the comyfmcore values and processes

through which the company operates;

(3) ANALYSIS OF THE ENVIRONMENT: here the company idéis all the groups
of STK, their expectations and needs and theirlaviity to contribute as resource

suppliers.

12



1.3 Corporate Social Responsiveness

As previously noted, Frederick (1994) was thetfits create the expression
Corporate Social Responsiveness (CSR2) and detimsd‘the capacity of a corporation

to respond to social pressures”

With the term CSR2 we refer to a specific fieldstidy that focuses on the internal
processes that the firms adopt to respond to ttialgoressure from the outer environment.
This new expression was introduced as the previer)m CSR1 was thought to be too
vague, not focused on the internal dimension obtiganization. Moreover, it was utilized
as a synonym of “obligation”. This last issue emergas CSR was viewed as the
companies’ duty to operate for the common and sgaad. However, in the past no one
identified the institutional mechanisms through ethi the CSR could be
“managerial/operative” and it was difficult to meeas the trade-off between economic and
social benefit and cost; there was little transpeyeabout the ethical core values of the
CSR.

On theses bases, CSR1 and the issues emergedhiegonevious discussion have
been left behind and the attention focuses nowherftesponsiveness”, i.e. the corporate
social sensibility and, moreover, on the creatibprocedures and instruments to assure
the firm both getting acquainted with social issaesl responding adequately on time,

through the analysis of the specific environmermt @ternal business analysis.

In comparing CSR2 to CSR1,we can remark that ehmér changes the focus of
attention from company’s obligation to operating n@gement’s response to social

environment. This response consists of three stepllows:

(1) environmental assessment: control and evaluati@mafonmental conditions;
(2) STK management: response to the STK’ expectatiams the company;

(3) issues management: plans and policies in resporesvironmental change.

Summarizing, we can say that the main featuresC8R2 which led to its
introduction are its strategic connotation, whigfers to environmental analysis and
internal business analysis, and its operating mamagt posture. At this point, the need of

performance indicators to measure the latter emsengeloubtedly. Whilst we could say
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that CSR1 responds affirmatively to the questit8hould a company respond to social
pressure?’; CSR2 is centered on how to respond to thesedssue

Finally, CSR2 highlights the actual action thag firm carries out as a socially
sensible entity. It also points out a need for adég instruments, techniques,

organizational structures and invites to empimegkarch on social issues.

On the other hand, the concept of CSR2 has bét#rizad and its main fault is the
lack of a theory of CSR2, to explain what exacBotial Responsibility” means and also

to manifest the core values it refers to.

Furthermore, Davis (1973) criticizes the concdpC8R2 by affirming that CSR2
disregards the “Iron Law of Responsibility” whichys: “Society grants legitimacy and
power to business. In the long run, those who daiee power in a manner which society
considers responsible will tend to lose.ith other words, a company which is “responsive

but not responsible” endangers its own social power
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1.4 Corporate Social Performance

Subsequently to CSR2’s introduction, several sidocused attention on two
pivotal issues. The former is Business Ethicshin80’s Frederick (1986) coined the term
Corporate Social Rectitude (CSR3) to identify a gktanticorruption codes, after the
emerging of a number of corporate scandals angutiiebonds’ crisis. The latter research
topic, named Corporate Social Performance (CSPjemdered on the general principles

and values embodied by the firm in addition todhgon and results suggested by CSR2.
Studies on CSP use either of the following appneac

(1) Process-focused approach: it tries to overcoméirtiitations of CSR2, here seen
as an element in a wider CSP model including ppiesi, processes and policies.
This model is proposed by Carroll (1979, 1991), W¢krand Cochran (1985) and
Wood (1991).

(2) Social results’ measure approach: (Husted 200Q)@tsothis view and prefers it to

the former, as it inserts CSP’s literature in theabler category of the studies on

business efficiency.

Moreover, Husted proposes a classification on tsses of performance

measurement, as follows:

(a) Social audit studies: objective measure of thegoernce

(b) STK theory studies: subjective measure of the perdnce.

Wartick and Cochran (1985), reformulating Carrolisodel, affirm that the
challenges in the CSR model have been overcoménahatled in CSP. These challenges

are:

(1) ECONOMIC RESPONSIBILITY: it is supported by thoséavbelieve the only
firm’s responsibility to be making profit. On therdrary, these Authors consider

economic responsibility as a part of a broaderaaesponsibility.
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(2) PUBLIC RESPONSIBILITY: some believe the *“traditidhaesponsibility, i.e.
economic responsibility, to be extendable to pulbésponsibility, refusing the
concept of social responsibility of the firm. Inele Authors’ view, this concept is
at least as vague as social responsibility's amd,ai broad sense, public

responsibility can actually be a synonym of somajponsibility.

(3) CORPORATE SOCIAL RESPONSIVENESS: according to tt8PGnodel, CSR2
and CSR are not antithetical, but coexisting ated#nt levels, respectively at a

“micro” and “macro” level.

Lastly, Wartick and Cochran’s final model definbsee domains of CSP, as described
in Table 1.6.

Table 1.6 Wartick and Cochran’s CSP Model

PRINCIPLES PROCESSES POLICIES
Corporate Social Corporate Social Social Issue Management
Responsibilities Responsiveness
CSR1 CSR2 SIM
1. Economic 1. Reactive 1. Issues identification
2. Legal 2. Defensive 2. Issues analysis
3. Ethical 3. Accomodative 3. Response development
4. Discretionary 4. Proactive
Directed at: Directed at: Directed at:
1. the Social Contract of 1. the capacity to respond 1. minimizing
Business to changing societal “surprises”
> Business is a Moral conditions 2. determining
Agent 2. managerial approaches effective  corporate

: social policies
to developing responses P

Philosophical orientation Institutional orientation Organizational orientation

Source: Wartick and Cochran (1985).
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Wartick and Cochran’s model has been modified byotVdn this Author’'s view,
the previous model did not consider : (a) actiod @sult issues, (b) the nature of CSR2 as
a net of interacting processes. Moreover, Woodndidagree with (c) considering social
politics a third domain, as a social performanae loa carried out also in absence of social

politics.

On this ground, Wood defines the CSP da: business organization’s
configuration of principles of social responsibjlitprocesses of social responsiveness, and
policies, programs and observable outcomes as tlegte to the firm’s societal
relationships”(Wood 1991).

We are going to detail Wood’s classification o€ t&@SR principles in the four
following levels:

(1) institutional level: it deals with the society’'s pectations of the firms as
economic institutions, as outlined in Davis’'s#ch Law of Responsibility
(1973);

(2) business level: it deals with the society’s expwgmta of the companies more
specifically regarding the results of their actegt This is the public
responsibility described above;

(3) manager behavior: a certain degree of discretiomlgays present in the
manager’s decision, as managerial action cannalways prescribed by the
company’s policies;

(4) performance in a strict definition: it does not siier only the mere social
impact of the firm’s activity, but also takes acobwf the existence of
programs and policies that the firm can implemenmnainage social issues and
relationship with STK. This last issue of four ietonly one that is considered

observable and valuable.

Wood’s most interesting contribution is the inegyn of these four analysis levels
which were previously seen as conflicting.

Lastly, Clarkson (1995) remarks that Wartick arati@an’s model lacks of a clear
distinction between STK issues and social issue€larkson’s view, such a distinction is

necessary, as both the manager and the firm, searwdole, relate to their STK and do
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not interact directly with the society, in a broageneral sense. Besides, this Author
highlights how each analysis ought to be implent@tiean appropriate level, proposing
the following: (a) institutional, (b) organizatidnand (c) individual level which are

summarized in Table 1.7.

Table 1.7 The Three Levels of CSR

CSR1 e CSR2 Institutional level Business Society

CSP Organizational level | Corporations Stakeholder groups

Stakeholder o _ _
Individual level Managers Issues/relationships

management

Source: Clarkson (1995).

Recent developments in research on CR

From the rich literature on CR now available, thest interesting topics for us are
the involvement of STK in the firm’s activity antte manager’'s and STK’ role in it.
Several theories describe such roles and hightlghtrelevant factors emerging from the
different perspectives on CR. On the bases of testmlies on this topic, we are now
going to analyze: (a) the factors which motivatenagers to an active involvement in
implementing CR and (b) the relationship betweehblipuexpectations and evaluation of

CSR'’s action as time passes.
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1.5 Managers and Commitment to Corporate Respdihsibi

A recent study (Ditlev-Simonsen and Midttun, 20idguses on what motivates
managers to pursue CR. Taking a pragmatic positios,work investigated what factors
affect managers’ motivation by interviewing thregykSTK panels, namely (a) corporate
leaders, (b) MSc students and (c) non-governmeamganizations (NGO) members. The
interviewees have been surmised a list of CR tkeoand requested to evaluate the

relevance of each approach in managers’ motivation.

Table 1.8 Perspectives on Corporate Responsibility

Profit maximization Solely to increase profit
Value maximization To create a long-term valuedioareholders
Stakeholdership To satisfy different stakeholders
Cluster-building To build a strong cluster to peia favourable business context fo

the company

Branding To build a positive reputation and bramége
Innovation To develop new products and businessejus
Copying/imitating To resemble other companies
Ethics/morals To do the “right thing” (a moral is3u

Managerial discretion To fulfill the personal pnefeces and interests of the manager or

person in charge of CR

Sustainability To contribute to long-term sustaieatevelopment

Source: Ditlev-Simonsen and Midttun (2011).

A “practical” distinction have been introducedthre interview by asking the STK
(a) what actually motivates managers (positivigirapch) and (b) what should motivate
managers (normative approach) to pursue CR. IneThB, each theory is represented by a
key concept which can also be considered a possibtesating factor. STK’ answers to
the two previously reported questions are analyzdte following section. Each heading

is the key word of a theoretical approach whichaneto briefly introduce.
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Profit and value maximization: financial and cocem®omics theories

In this perspective, CR is strongly related tofiprand/or value maximization
(Friedman, 1970; Jensen, 2001). Here, the invediEegate responsibility to management
to act on their behalf, thus impeding the wide mggSTK' engagement highly
encouraged by Freeman (1984). In Friedman’s wdrelg(), society should structure a set
of conditions through regulation and companies khouaximize profits within this
structure. On these bases, Friedman’s view poiatstttat social welfare is maximized
when each firm in an economy maximizes its totatketvalue. According to this logic,
managers should pursue CR only if it promptly nesyprofit.

In a more recent concept, CR can be seen asgblefiby concentrating on long-
term value-maximization, leaving in the backgrouhd idea of short-term profit. This
broader view, named ‘enlightened value-maximizationooses “maximization of the
long-term value of the firm as the criterion for kimgy the requisite tradeoffs among its
stakeholders” (Jensen, 2001).

As a positive theory (“What actually motivates ragers?”), profit-maximization
as defined by classical economic theory does nobwage CR in business. Long-term,
value-focused finance theory permits some stakenaldlogue, but only to the extent it

can create long-term value for the company.

As normative theories (“What should motivate mara@”), both approaches view

profit- or value-maximizing business strategies @aseans to maximize societal welfare.

Stakeholder’s satisfaction: business ethics theorie

According to STK approach, (Morsing and Schul@0&), companies are required
to justify their business strategies to sharehsldeauthorities with a regulatory
responsibility, but - and this is the main poirtiso to a wide range of different STK, such
as owners, financiers, activist groups, supplietsstomers, employees, trade unions,
competitors, authorities and political groups. $takder theory is therefore grounded in
organizational theory, considering the organizasidies to its environment at the bases of
its value creation. In Freeman’s view (1984), tbenpanies should systematically evaluate
how their goals and action plans affect their stak#ers and negotiate to collaborate and

find agreements satisfactory for all parties.
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As a positive theory (“What actually motivates ragers?”), stakeholder theory
assumes that CR’s role implies understanding atsfaetion of the STK’ needs.

As a normative theory (“What should motivate marag@”), it could require the

firm stakeholder engagement as a key to success.

Communication and “branding”: reputation managentie@bry

In this perspective, communicative and reputati@spects of CR come into the
spotlight. Managers who do *“the right thing” impeova company’s reputation and
consequently its ability to gather new resourcesldba better performance and become
more competitive. Social welfare plans also helpnjganies avoid reputational losses

deriving from the alienation of important STK greup

In recent years, a remarkable trend in marketxigb#ed a shift from traditional
product-focused marketing to relational marketing &drand development or “branding”,
where the reputational approach to CR moves imw tevels of engagement with

customers and society.

The reputational approach to CR could be seen amp#cit extension of the
concept, present in the CR literature, that congotarands are required to be more
appealing than product brands and be representaddayingful identity symbols in a

broader social context (Hankinson, 2007).

As a positive theory (“What actually motivates ragers?”), it states that
reputation and brand image are supporting facto@R.

As a normative theory (“What should motivate mamag”), reputation
management theory points out reputation and braradjé as pivotal issues for successful

business.

Clustering: cluster-based theory

According to this perspective, business shouldtrdmrte to the building and
development of local infrastructure and industdlaisters. CR should therefore engage in

increasing the competitiveness of the cluster heditms that belong to it.
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According to Porter and Kramer (2007), collectsaeial investment can improve
the condition of the firms belonging to a clustadaet diminish the cost that each single
participants has to pay. In this view, positiveeefs ensue from such investments
independently of the specific condition and deveiept of each company joining the

cluster.

As a positive theory (“What actually motivates ragers?”), it states that cluster-

building have a constructive impact on CR.

As a normative theory (“What should motivate maa@”), the cluster-based

theory of CR points out the role of cluster-builglin successful business development.

Social innovation: economic analysis theory

Development and growth can be considered also Igtrietated to innovation.
According to this view, competitive pressure becsmaeital issue, but more as a stimulus

to creativity rather than to cost minimization (ldwall and Nielsen, 2007).

Moreover, through the partnership between priateerprise and public interest
both parties could implement profitable change doiprocal advantage. In particular,
ecologically oriented innovation is concerned wihvironmental issues to a common

good.

As a positive theory (“What actually motivates ragers?”), the social innovation
perspective on CR states that the search for apptes for social innovation have a

constructive impact on CR.

As a normative theory (“What should motivate mama@”), the social innovation
perspective points out the role of innovative emgagnt in social issues in successful

business development.

Imitation: institutional isomorphism theory

According to this paradigm, business organizatiomder similar societal pressure
tend to become more homogenous (DiMaggio and Ppi@li3). It can lead to corporate

practices more focused on legitimacy than on &fficy and economics. CR activities can
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thus be affected and three processes have beensppo describe this influence: (1)
coercive isomorphism, (2) normative isomorphism &ijdmimetic isomorphism, outline

in the following examples.

(1) Coercive isomorphism: the external pressure to emeint CR standards may
compel firms to engage in CR, though they haveobmnmotivation to it;

(2) normative isomorphism: normative diffusion of CR ymdappen through
consultancy services;

(3) mimetic isomorphism: imitation of CR practices ither firms may spread them

even though in absence of a rationale.

As a positive theory (“What actually motivates ragers?”), this view of CR
suggests such practices can be implemented becausmm-related issues and are not

always economically profitable.

As a normative theory (“What should motivate mamra@”), it highlights how
imitation can support CR implementation though practical reasons emerge to do it
(Ditlev-Simonsen and Midttun, 2011).

Managerial discretion: personal values hypothesis

The manager's personal interests are the focughigf perspective. In fact,
corporations are usually considered individualtesstj but empirical studies demonstrated
that CR practices depend mainly upon the business. a

In Fred Robins’ words'He who pays the piper will always call the tune [ ] One
may reasonably ask under what authority, and witlatwexpertise such a self-appointed
group of people make decisions regarding social emvironmental issues in the
community. This is not a trivial or unimportant gtien” (Robins, 2008)However, this
view does not necessarily consider personal beasfithe most important issue to give
incentive to CR’s action. Yet, though independensuch pursue of personal benefit, the

manager’s decisions may ignore the employees’ diniew.

As a positive theory (“What actually motivates ragers?”), this perspective points

out the correlation between personal values aftda@es of the persons in charge of CR.
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As a normative theory (“What should motivate mamra@”), it highlights how
personal values and engagement are at the baSR.of

Doing the “right thing”: business ethics

A moral/ethical discourse in business focuses a@tiom and not on its
consequences. The question is therefore one ofl robaaacter. In Hursthouse’s words,
“Virtue ethics is an art term, initially introducetb distinguish an approach in normative

ethics, which emphasizes virtues, or moral chardc(elursthouse, 1999).

As a positive thesis (“What actually motivates egers?”), the ethical approach
assumes that firms’ engagement in CR is morallgemiiand ethically motivated to doing
“the right thing”.

As a normative stance (“What should motivate mars®), the moral/ethical
approach indicates ethics as the “necessary” @udiv to pursue CR in business.

Sustainability: sustainable development and transtion perspective

Sustainable development has been a key issuedeilata corporation’s role in
societal development. According to the UN World Quission on Environment and
Development (Brundtland Commission, United Natiob837) industrialized nations are
following unsustainable paths of development. Os, tiihe necessity emerges of economic
growth both socially and environmentally sustaieabFollowing the Brundtland
Commission, sustainable capitalism will be requiréal confront social equity,

environmental justice, and business ethics.

From a positive view (“What actually motivates ragars?”), this perspective
states that the search for sustainable businesslsigdat the basis of CR.

From a normative view (“What should motivate mara@”), it highlights how
ecologically and socially sustainable forms of paiibn of goods and services are

becoming more and more important for successfuhless.

According to Lindgreen and Swaen (2010), CSR gdlyemply an engagement of

organizations which choose to behave ethically peuticipate in economic development
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but also improve the quality of life of employeasd their families), the local community,
and the whole society. As organizations addressraader range of social and

environmental issues, they are improving their GZRtivities.

Consequently, CSR can be seen as multidimensemdlcarry on, for instance,
environmental programs and marketing initiativesetthance social and environmental
welfare. Organizations which perform CSR practigesn international level may create
an impressive change and especially affect the hunghts in developing countries

(Lindgreen and Swaen, 2010).

In Vogel's words (2006), there afmany reasons why some companies choose to
behave more responsibly in the absence of legalireigpents. Some are strategic, others
are defensive, and still others may be altruistiof. course, the pivotal concept that CSR
can support business invites organizations “¢ceate a competitive advantage by
integrating non-economic factorgPorter and Kramer 200,7improving their image and
reputation and also the employees’ working envirentrand attitude.

On these bases, the development and implementafioBSR programs is a

winning choice for both companies and their comnyufliindgreen and Swaen, 2010).
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1.6 The Issue Life Cycle

“First they ignore you, then they laugh at yougtiithey fight you, then you win.”

Mahatma Gandhi

Present issues and time-dynamic of CSR

After so many years of CSR discourse, it is drgwan increasing interest:

however, three questions on CSR still remain unansav

First, the concept of CSR is actually in need ofidely-shared definition, still

being seen dvague and ambiguous{Schwartz and Carroll, 2003).
Second, how companies can profit economically f@iris also to be clarified.

Third, a contrast emerges between CR programsleimgntation on a voluntary
basis versus a corporate behavior induced by camgsi with laws and policies: either can

produce CSR activities, which way can be more &ffe@

These questions did not find an answer yet, asirtbtutionalization of CSR
activities through specific laws would make them more a free choice but simply a
compliance to rules, thus depending on a contexis Would shift them from corporative

ethics to conformity to laws (DiMaggio and Powéa®83).

However, though the concept of CR changes witle &% universally admitted, this

time dynamic and its consequences have not bearlyctiescribed yet.

Therefore, we are going to use faur-steps approachto gain a deeper
understanding of CR as a time-and-context-depencamtept. It must be said that the
relationship between firm profitability and CR skbuot be considered in a static context

of analysis, as CR time modifications change alkatvis profitable for the firm.

Then, a logical question ensues: Are either valynor law and regulations-based

CR programs more efficient? Let us consider CRtp@g in a time-dynamic context.

With time, corporate behavior becomes the tar§ajreat expectations: yet, laws
and regulation appear to follow as a responseethisrging activity, rather than organizing
and ruling it. For instance, child labour, civighits and other social issues were the target

of specific CR programs long before public policresre implemented to prescribe it.
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Furthermore, many companies exhibit multiple botliome or sustainability reports
in order to make their corporate behavior manif@st.this end, several organizations
choose the Global Reporting Initiative framewofattis a more strict and formal, but still
voluntary tool to attest CR activity (Rivoli and \dtock, 2011).

Potential profitability of CSR

From Martin Wolf'$ speech on CR at the Harvard Business Schobk notion of
corporate social responsibility is intensely comdisIn particular, it mixes up three quite
distinct ideas: intelligent operation of a businessarity and bearing of costly burdens for
the benefit of society at large. The first is eisérnthe second is optional and the third is

impossible, unless those obligations are imposecoompetitors”(Wolf, 2008).

Therefore, business organizations find themselaean alternative where both
options are costly. Assuming that CSR activities profitable, then we can see them as
“intelligent operation of the business” rather thas “responsible” behavior; on the
contrary, given that CSR activities are not prdiiéa no company could afford to
implement them and survive in a competitive mark&insequently, implementing such
activities should become mandatory and laws or ledigms impose them on all
competitors: in this case, their nature of “CSR’udbbe dramatically affected (Rivoli and
Waddock, 2011).

To escape this stalemate, we can shift from acstpoint in time” method of
analysis to understanding CR in a more dynamice4md context-dependent manner.

In doing so, we can remember Mahatma Gandhi’'s stdFrst they ignore you,
then they laugh at you, then they fight you, themw win”. In describing the
establishment’s reaction to social activism, Gandbarly sees the “time factor” as the
focus. The “public issue life cycle” (Mahon and Wdadk, 1992) can help us outline this

process.

The general life cycle highlights how, in a fissage, public issues become focus of
interest through the actions of activists and apirleaders, then gaining attention from the
media and, consequently, becoming widely knowrngublic. In a second stage, these

3 Martin Wolf is chief economics commentator at Bieancial Times, London. He was awarded the CBE
(Commander of the British Empire) in 2000 “for dees to financial journalism”.
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Public Awareness and

Concern

iIssues can either end in being institutionalizeéd megulations or codes of practice or in

becoming norms; or they can disappear from theipuginion, being forgotten to the

time of emerging again in a possible future.

See the following Figure to a better understandiniipe ‘issue life cycle’.

Figure 1.1 Public Issue Life Cycle

Gap Political Legislative Litigation/ Coping
Phase Phase Phase Phase
S 5. Legislative .
T Interest 7b. Failure:
intensified concern
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6. Legislation
. passes or other
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—
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Source: adapted from Post (1978) and Tombary (1984)
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“First they ignore you”

At the first stage of the issue cycle, a publguis emerges to attention as soon as
pioneer activists noticéa gap between desired and actual practicé”ost, 1978). The
awareness of the issue increases and spreads lthifeeigublic opinion. At this first stage
of development, the issue is usually ignored byomtions and CR is not activated as the
public pressure on the topic is low, i.e. activistsing the problem are few and powerless.
Furthermore, the public itself is also indifferéatthe issue and ignores it. For instances, in
the '60 religious shareholders raised the issueooporate involvement in apartheid in
South Africa, when there was little awareness efgtoblem.

“Then they laugh at you”

At the second stage, a “trigger event” (see Figwk stage 1) draws public
attention to a specific issue and starts the idgeecycle. For instance, in the 1980s,
violence in South Africa and student activism cglifor corporate involvement in the
country began to gain public attention (Rivoli avaddock 2011).

An example of a less striking but still notewortnigger event occurred when some
firms signed the UN Global Compact (UNGC, 2010) &uhd themselves involved in the
human rights activities that the UNGB required thémFigure 1.1, stage 2 and 3, we can
see how expectations for companies changes as aesomublic awareness gains
momentum. Activists may be “laughed at” at firdtatt is, not taken seriously and the

business apex may see their protest as unworthitesition.

As soon as the issue enters in the focus of palttiéntion, it cannot be ignored by

corporations.

Then, the media become more and more interestdteirssue, setting in motion a

process which will likely end in demanding changéhte institutions.

Time is approaching to the emerging of CR .

29



“Then they fight you”

As described above, the issue evolution impliegareased attention of the public
that leads to resolve, displace or forget abouttithe top of the public attention, corporate
responsibility for the issue emerges as a ceracbf. According to Lamertz et al. (2003),
the outline of the issue as the public, the adsvand the media highlighted it, can direct
attention to business organizations requesting tteetake charge of the situation and take

responsibility to improve it.

In this process, the actors negotiate for a sh&weding of the issue which will
affect the following actions and the emerging @ioéicy in the “institutionalization step”.

For instance, in the ‘90s, the idea that a gladygbarel company could take
responsibility for conditions in its supplier fags was seen as fooligtthen they laugh
at you”) (Rivoli and Waddock 2011 Companies at first did not see the point andsed
to take responsibility by fighting back the puliiginion on the issue.

To reach the “fight stage”, an issue must havenlmeported by successful -at
least in part- activists and also recognized a$ fiycsome innovative companies which
first show willing to implement CSR activities. Véan here mention Levi Strauss which in
the 1990’s adopted an integrated workforce andde @d conduct regarding its suppliers
(Rivoli and Waddock 2011)

In the“then they fight you”stage we can observe debate and compromise.

Though all these responses were a compromisetfierprevious “ignore” attitude,
activists kept fighting on the bases of the ideat tthe corporate response was not
sufficient.

The “resistance” stage shows how companies figRt Bowever, these actions
respond to an emerging need of and movement toveargerate responsibility. This stage
sees pioneer companies that emerge among entsrpogeimplementing strategic
initiatives.

Confrontation (“then they fight you”) will eventilxa evolve into collaboration in

the next stage of the issue cycle.
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“Then you win”

At this point, “winning” can follow two possibleaths. Either the desired behavior
may become common or accepted practice, thoughuteat by laws or become mandatory
through a change in policies and norms. These t@wogsses can often follow one another,

i.e. a behavior first becomes accepted practicedtzen ruled by norms.

It must be said that not all issues will evolvethe “win” stage: some will be
ignored or easily forgotten, maybe due to the lack “good trigger”. In some cases, the

confrontation will see the companies as the winner.

As the circle closes, the “win” stage sees theabh at issue leaving the field of
CR and becoming law’s matter, no longer identifeesl responsible behaviotAs an
innovation spreads, a threshold is reached beyohdtlwadoption provides legitimacy
rather than performance(DiMaggio and Powell, 1983 A CR practice which becomes
either the norm or a legal requirement providegilagcy, but no longer characterizes the
firm as “responsible”). This because the issuetstitbm “CR activity” to the commonly

accepted or legally required way to do businesgdqliRand Waddock, 2011).

As outlined in Table n.9, the process from expemtal gap to institutionalization
that we have described as time and context depepdevides us a new understanding of
corporate responsibility: Corporate responsibility, viewed as a temporal @%%
represents the ongoing tension gap between soocigadctations expressed legally or

through norms and company behavio(Rivoli and Waddock 2011).
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Chapter Ii

Stakeholder Engagement

“Man is a relationship, though | would not say man
is in a relationship, nor has a relationship.
However, man is a relationship, and more
specifically a relationship with the (ontological)
being, a relationship with the Other”.

L. Parevso

A great credit to the "theory of Stakeholders” wafave explained in a strategic
sense the network of relationships between the aognpnd all those subjects that affect
or are affected by its activities. All these radaships have been well known in the past
but for a long time the profit was the only indimabf value creation and the main STK
category was that aftockholdersi.e. shareholders and lenders. Only recentlyeuride
pressure of new management theories, in resporngeiltgociety’s requests for social and
environmental responsibility, we can emphasize importance of developing and
managing relationships with all the STK interestethe business’s life. Now the literature
points out that the firm is not only centered oa twner’s individuality, but it expresses
itself through the entire community and all thos&tionships that entrepreneurs seek to
build within the company by involving all the maglevant STK: employees, suppliers,
customers, unions, banks, public officials, andath. The individuals involved in these
relationships affect, directly or indirectly, thadiness management strategic choices and it
is from this interactions that the success of tbmgany can derive (Golin and Parolin,
2003).
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2.1 The Stakeholder Theory

In 1984, the renowned economist Freeman firstaelbd aStakeholder Theorin
his bookStrategic Management: A Stakeholder Approfdetfeeman, 1984). The focus of
the theory is on the relationships between a compad its STK. Beforehand, two visions
of business dominated the scene. First, the Prmoudtision described business as a
“black box”, processing the resources received fribia suppliers and elaborating a

product to be sold to the customers, as showngargi2.1.

Figure 2.1 The “Input-Output” Vision of the Firm

SUPPLIERS ) FIRM L) CUSTOMERS

Source: our translation from Social and EnvironnafiReporting Course, Cantele (2010).

Second, the Managerial Vision completes the forimgradding to the original
frame all those relationships that the businessengiaged with its Shareholders,
Employees, Suppliers and Clients (i.e., the inteem&ironment) and with Governments,
Competitors, Customers, Non-Profit Organizationsyitbnmentalists, Local Community
Organizations, Future Generations, Special IntegBesups, Media and so forth from the
external environment. Of course, each firm hateht kinds of STK, as illustrated in

Figure 2.2.

For each one of the STK categories, the manaaeitd identify all the strategic
constraints linked to them and try to formulatepiement and monitor the corresponding
strategies.
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Figure 2.2 TheManagerial Visiol of the firm
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DEFINITION OF STAKEHOLDER

The Staford Research Institute was one of the first s of the term“stakeholder”
in 1963 with this meanin¢‘those groups without whose support the organizatreould
cease to exist” Together with the Stford Research Institute alscreeman wrote his
definition of stakeholder, that i“any group or individual who can affect or is affed by

the achievement of the organization’s objecti (Freeman, 1984).

Anotherearly user of the ter is Clarkson who gava more restricte definition of
STK (Clarkson, 1995),identifying them as those who takesks voluntarily or
involuntarily: “Voluntary stakeholders bear some form of risk agesult of having
invested some form of capital, human or financedmething of value, in a firr
Involuntary stakeholders are placed at risk as suteof firm’s activities. But without tf

element of risk there is no stak
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Clarkson divides them into primary and second#algeholders.

(1) Primary STK are those groups without whose contigyaarticipation the company
ceases to exist, and those are typically Sharefmldavestors, Employees,
Customers, Suppliers, Governments and the Commulmtgrdependence with
primary stakeholders is so high that the compamy lza defined as a "system of
primary stakeholder groups"”, a complex set of i@t&t between interest groups

with different rights, objectives, expectations aadponsibilities;

(2) Secondary STK are those groups who affect or deetafl by the company, but do
not engage in transactions with it and are notresddor its survival; Media and

Interest groups are included in this class.

MAPPING OF STAKEHOLDERS

We can analyze stakeholders by mapping them omvaadimensional based
analysis: the reactivity and the strategic dimemsas summarized in Figure 2.3. The first
factor, namedReactivity deals with how a STK is sensitive to another laow it reacts to
what the company does. Being Strategic measuresimpertant is a STK according to

the strategies of the company: this is highlightethe business strategic plan.

Figure 2.3 Stakeholder Mapping

BEING
STRATEGIC

- POWER STRATEGIC
- LEGITIMACY BUSINESS PLAN
- URGENCY

Source: our translation from Social and Environnafeporting Course, Cantele (2010).
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Those Authors produced a classification by commgrthe three attributes that, in

their opinion, contribute to stakeholder identifioa: Power, Legitimacy and Urgency.

LEGITIMACY: expresses the STK right to believeeifsa stakeholder. It is the
point of view of stakeholders what authorizes thenbe considered as such, and not

necessarily the fact of having any power to affeetfirm (i.e. individual employee).

POWER: represents the ability to impose one’s mila relationship, i.e. the STK

ability to influence the choices of the company.

URGENCY: STK press for the satisfaction of thegreds and believe their issues
significant.

Summarizing, STK power can be described as thhilitya to influence the
company; legitimacy is the right to do so and upyeis the intensity and the hurry with

which the STK exert their influence on the company.

The second important factor for STK mapping is 8tmtegic Relevance, that is
central in order to discriminate the strategic esade of the different groups of

stakeholders.

According to Mitchell et al. (1997), we measurésthecond variable focusing on
the single business unit. This classification isdmhon the role of each STK in the

implementation of business strategies, as follows:
v" CORPORATE STRATEGY: working at the shareholder amployee level
v" ECONOMIC-FINANCIAL STRATEGY: working at the sharelder level
v PORTFOLIO STRATEGY: working at the customer level
v COMPETITIVE STRATEGY: working at the customer level
v' FUNCTIONAL/ACTIVITY STRATEGY: related to the typefmrganization chart

v SOCIAL STRATEGY: it consists of the search for l@gacy in the relations with
STK.
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According to the previous analysis, we can crbeswo above described attributes,
l.e. Reactivity and Being Strategic, and the folasses of STK as summarized in the

following graphs (Figure 2.4 and 2.5).
In the first graph is explained that we can obfaur type of stakeholders:

v DOMINANT: they are relevant for strategic objectivand they are very reactive;

for example Human Resources.

v ABSENT: they remain out from the business managéni@nexample Banks.

Figure 2.4 Stakeholders’ Reactivity and Stratdg@tevance

REACTIVE DOMINANT
C Human
- SC|ent|f|c_ Resource
f=) _ Community
I Trade Union
>
=
g
& ABSENT FUNCTIONAL
Shareholders
5 Banks
(@]
|
Low High

Being Strategic
Source: our translation from Social and EnvironnagfiReporting Course, Cantele (2010).

v FUNCTIONAL: they participate in a strong way followg the business objectives;

for example Shareholders.

v REACTIVE: they accept to be influenced by the compand to react to it; for

example Scientific Community.

37



From the second graph we can see the so callediétel Equilibrium, with it we
can measure the relational quality and the busicassimprove his relationships with
stakeholders. If the stakeholder was in the poiriteBis not in the best zone because it
would be the best position in or above the red eufor example in the point A because

the ‘perceived value’ is much more then the ‘givakie’.

Figure 2.5 Stakeholders Relational Equilibrium freime STK Point of View

RELATIONAL
EQUILIBRIUM

Reward Perceived Val

v

STK Contribution
Perceived Value

Source: our translation from Social and Environnafeporting Course, Cantele (2010).

Stakeholder Mapping can also be outlined as fd|awiding the STK into groups
according to the “Reactivity” classification. Oretbasis of the features of power, urgency
or legitimacy eight types of STK have been defi{iddchell, Agle and Wood, 1997).

e Dormant stakeholder (power);
» Discretionary stakeholder (legitimacy);
» Demanding stakeholder (urgency);

* Dominant stakeholder (power + legitimacy);
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» Dependent stakeholder (urgency + legitimacy);

« Dangerous stakeholder (power + urgency);

« Definitive stakeholder (power + urgency + legitingac

This mapping is crucial to management, as it alendeeper understanding of the
strategic relevance of the different STK groupsthboonsidering their current and
envisioning their future attitude, which could pb$s move them to another category. It is

the company’s hardest task to foresee such fuwveldpment and anticipate the trend.
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2.2How Companies Can Manage their Relationships widkeholders

Though the importance of STK engagement is widetpgnized at a global level,
it is not yet present an established idea of wI&IK engagement” means and what
features it can have (Sloan, 2009). Both smalllargke enterprises ought to give more and
more importance to their STK and manage their needgiests and interests, sometimes

contrasting.

A primary corporate goal is to establish relatlops with STK in order to attain a
high organizational performance, from both an eaagoand financial point of view.
However, presently these issues are not satisfymygnore and the corporate world ought

to aim at new attainments, related to the socidlervironmental fields.

Then, the concept @TK engagemeran be defined as a process through which
individuals and groups which affect and/or are @#d by the organization can be engaged
in the corporate activity (Sloan, 2009). On thisibaSTK can be divided into two classes,

as follows:

* closeSTK, i.e. shareholders, employees, customers apglisrs, which are in a
high proximity and tight interaction with the conmga

« distant STK, i.e. local communities, non-governmental aigations and activist

groups, which interact with the company in a lessithate” manner.

According to IFC (2007), presentlf... the term Stakeholder Engagement is
emerging as a means of describing a broader, mocdusive, and continuous process
between a company and those potentially impactatlethcompasses a range of activities

and approaches, and spans the entire life of aqutdj

This change in importance of the relationshiph@TK “reflects broader changes
in the business and financial worlds, which inciegly recognize the business and
reputational risks that come from poor stakeholdelations, and place a growing

emphasis on corporate social responsibility anché@arency and reporting{IFC, 2007).
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This perspective on STK relations provides a datdtarting point” for the
involvement of the STK in the business, in orderotdline the strategic planning and
improve its competitiveness in a fast-changing emment. The STK engagement
process focuses on a radical change which reqiestgompanies much more than a
“strategic” and sporadic involvement with STK issuéccording to Gable and Shireman
(2005), the STK engagement process takes pladesinrganization according to a three-

stage sequence.

(1) “Internal Preparation”: this stage requiresi&ine aninternal Company Leader

and aStakeholder Team

The Internal Company Leader position implies thpacity to lead change in the
firm and keep the situation under control. For ¢hesasons, this position requires good
communicative skills and also to be highly esteetmg@verybody in the organization, in
order to speak frankly and honestly. A throughaudwledge of strong and weak points of
the organization is also needed to be capable fafeimcing effectively the company’s
trend. The Stakeholder Team should include reptasees from the main business
functions and therefore from marketing, human resesj communication and relations
with investors. In this manner, the resulting pectiwe will be shared by everyone in the
firm.

Before shifting to the second step, it is intaresto mention two fatal mistakes
that a company can possibly make when a precismitiwi of STK involvement is
lacking. The first error is to idealize the STK aggment to a point of believing that it
would make all the company’s problems disappeatudly, it is risky as usually, at the
beginning of the engagement process, the STK oelativould become more complicated,
especially in the case that the groundwork hadoeen done properly. Or else, a wrong
choice of STK groups would lead to negative consagas for both the firm as a whole

and all its level of organization.

In order to avoid this mistake, it is necessaryake the time for organizing the
process of STK engagement, without expecting inepd immediate results. In fact, this
process will become highly rewarding in the mediand long term, as it requires a

preliminary preparation and a sharing of goalss hecessary to take time also to analyze
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doubts and obstacles as they are perceived by rijiaation members, in order to
understand deeply the meaning of this process amg it out in the best possible manner.

At this point, it becomes important to investigatkat is the company’s image in
its STK eyes. In order to do so, it is necessarglisezriminate between the company’s
performanceand perception In fact, performance can be assessed in pracsé, deals
with choices, actions and decisions which the caompaakes regarding procedures and
policies to comply with. On the contrary, perceptis an external issue from the firm’s

perspective.

In order to evaluate the perception of one’s camgpim the eye of the public
implies the understanding of how STK consider ardsare the company’s performance.
Quite often these two concepts do not coincide.s€quently, it may happen that a firm
believes to practice a fair behavior accordingtémdard procedures of salaried job, safety,
fairness in recruitment and so forth, but the exdkrenvironment’'s perception of such

practices could ignore “fair behavior” and reactinegative manner.

The second mistake related to perception”ls bad news isn't true, it can’t hurt
us” (Gable and Shireman, 2005). It consists of belgvirat a false piece of news on the
firm will not damage it. In most cases, this isuatly not true as bad news take much
longer to be forgotten, compared to good news,asibpeby the customers and investors.

In such a case, a company ought to do a much egreditort, both from an
economic and marketing point of view, in order falift its image and reputation. A
striking example is how NIKE, the world's leadingpplier of athletic shoes and apparel
and a major manufacturer of sports equipment, rkggars to redeem itself from the
charge of child exploitation and labor through ihgtitution of brand new procedures and
policies. It is hard to believe that such illegabdr practices will be ever forgotten by the

public.

Finally, the company has to measure the STK’ geice of the performance of
the firm. In order to do so, opinion leaders shdwéddetected within each of the following
five categories: (1) Corporate Governance (shadehms), (2) Workplace (managers,

employees, suppliers), (3) Community (local goveenimrepresentatives, neighbors and

42



local entrepreneurs), (4) Marketplace (competitother suppliers and consumers), (5)
Environment (advocacy leaders for natural resousiogissystems).

As soon as the STK team leader and the team menhiage been identified and
trained and tools for measuring the performanceitnoerception have been defined, it is

time to shift to the second step of STK engagemestess.

(2) “Stakeholder Mapping and Strategic Plannintiie second stage of STK
engagement consists in STK mapping. The stratglgicning of this phase is a crucial
time for the firm. As a matter of fact, in most easthis stage conveys the biggest
problems, as either companies are not accustomgdatming or when doing it, they
privilege short-term thinking. On the contrary, d¢olasting results need both planning and

a continuous mapping of the firm’s STK.

Future 500 outlined eight simple steps to attain the firm&aly and, at the same
time, respond to the needs and requests of its STK.

Step 1 Goals Setting

The current condition of the firm and its purposes clearly detailed. Doing so,
the best STK and the most effective strategies th@ir engagement can be
selected. According to Gable and Shireman (20088, first step is crucial, as a

firm cannot support the society if it cannot suppiself.
Step 2 Stakeholder Categorization

After setting the goals, i.éwhere we are going to, the company ought to map its
STK. In other words, it first should identify teéhole universe of STK with

which it interacts; secondly, it should define thggographic scopethat is where
they reside all over the world, either in one coyntore than one or everywhere
in the world; and finally, whatategorythey belong to, namely clients, suppliers or

dealers. By doing so, the company can producet @fli00 to 300 most relevant

* Future 500 is a non-profit organization networkiskhdevelops and uses tools for STK engagement.
engagement, http://www.future500.org/ (2011).
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STK and, in the end, it divides them into threessés, which are: technology,
policy and marketplace.

Step 3 Strategic Priority Setting

In this step, STK are divided into classes onlihsis of the specific goals of the
firm. First, they are described as “supporters™mettral/ mixed” and
“opponents” of the corporate goals. Later on, tleg ranked according to

their potential influence on the firm.
Step 4 Building STK Databases

At this stage, each STK is further characterizedtloa basis of the following
parameters: STK description; history of the conyfmmrelationship with the
STK; contact information and geographic focus cdlp national or
international). It is also important to describe tntercourse between a specific
STK and the firm and the relations between allftime’s STK, detailing thé‘chain
of influence”of each stakeholder (Gable and Shireman, 2005).

Step 5 Preparing Stakeholder Maps

The firm is ready to create its STK map. It corssist a graph or map which
highlights the path from the current state to #t@minment of the company’'s
goals. Along this path, the most relevant STKidentified, then classified on the
basis of the sectors which they influence, nam&ghnology, policy or market.
Maps are devised to be interactive and outlineathele net of relation between the

firm's STK, i.e. the “chain of influence”.
Step 6 Selecting Modes of Engagement

As soon as all STK have been identified, mapped retated to each other, the
best kind of engagement for each is to be destriber instance, a STK may be
capable of either supporting the firm’s activityamlaborating with the company;

or creating partnerships or networks with othemugs) as illustrated in Table 2.1.

Doing so, the STK are ranked from low to high anthplex engagement. Finally,
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it can be observed that the number of STK ascribexhch mode of engagement is
inversely related to the complexity of its engagetnn other words, though a firm
may enroll hundreds STK, it can only establish dnaship with a few.

Table 2.1 Modes of Stakeholder Engagement and ®ahatibns

Mode Sample Action

Track Monitor, compile Actions

Inform Annual Report, Quarterly Communiqué

Consult Back Channel Dialogue

Support Strategic Philantropy/Sponsorship

Collaborate Joint Project (informal)

Partner Joint Project (formal)

Network Joint Project (formal or informal with several gpsi

Source: Gable and Shireman (2005).

Step 7 Prioritizing Project Options

A brainstorming step in which the firm producedisa of possible or existing
projects for each mode of engagement. For instartbe company can
implement an email newsletter for the “Inform” d®o or sponsor sporting or
philanthropic events for the “Support” mode. Oneach STK is assigned to
specific projects, the latter are categorizedngyrelevance of the respective

goals for the attainment of the whole organizasiguurposes.
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Step 8 Collecting Projects into a Cohesive Plan

Finally, all projects become part of a one Corfmftrategic Plan, a tool including

“three Ps”, i.e. Plans, Projects and Programs.

To conclude, a leader is assigned to each prajattime and modes of developing
of each project are set, listing also all the aiés and tasks to be carried out. The
relevance and effectiveness of this 8 step-prodepsnds on its being simple and clear. A
software to implement it is available, called s-Mig. At the beginning, the
understanding and implementing stages will takgéonthen change will reward the firm

with both satisfaction of the STK’ needs and attant of the corporate goals.

(3) “Stakeholder Engagement”: at this point, mastivities have already been
performed, as described in the previous steps. Sajustment still remains to be done.
The Business Strategic Plan has already identifibdt are the most suitable modes of

engagement, as summarized in Table 2.2.

Each group of STK is assigned a team person asnany contact: the choice must
be done on the basis of skills, abilities and & thlations between group and member.
Before the firm begins to interact with STK, itnecessary to measure the efficacy of the
company’s relations with them. To do so, it mayuseful to add a new column to Table
2.1, inserting the data from Table 2.2. This colu(fiMeasurement”) shows how each
mode of engagement needs specific tools to adsesgitlity of the relationship between a
firm and its STK. For a deeper understanding of hlogvBusiness Strategic Plan affects
the company’s performance, the firm should cartrytbe so-called “audit processes” on a
regular basis, sessions in which the firm invesigan its response to external stimuli, its

relations with STK and what activities should banpied to harmonize all different goals.
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Table 2.2 Modes of Stakeholder Engagement, Sanatitn/and Measurement

Mode Sample Action Measurement
Track Monitor, compile Actions Sel_e(_:ted CSR/SRI Standards,
Opinion Leader Survey

. |, Selected CSR/SRI Standards,
Inform Annual Report, Quarterly CommunlqueOpinion Leader Survey
Consult Back Channel Dialogue Informal Feedback

: : . Feedback, Organization Branding
Support Strategic Philantropy/Sponsorship Project Evaluation
Collaborate Joint Project (informal) Project Evaluation
Partner Joint Project (formal) Project Evaluation
Network Joint Project (formal or informal with Project Evaluation
several groups)

Source: Gable and Shireman (2005).

As soon as the STK mapping is done, engagemengsnuoalve been identified and
metrics to evaluate them have been defined, thentzgtion is getting ready to begin the
real “STK engagement stage”. During this phaseethirds of really effective tactics have
emerged; they have been assessed by several eger@nd found out to positively affect

the relations with suppliers, customer, employewsso forth.

“Acknowledge Imperfection”: this first kind ofrsttegy deals with the image of the
firm in the STK’ eyes. Presenting itself as absalutfaultless, a company can have a
negative impact on the relationships with its S©K;the contrary, an open, human image
of the firm can help develop trust and understagdiro acknowledge its own faults can
improve the company’s image in the eye of the gubli

“Apologize in Person”: the second kind of strategpnsists in doing so when
needed. At first it can be somehow embarrassingcaiiig difficult, but it encourages to

open up in a more easy relationship.

“Attribute an Impact”: this strategy consists ickaowledging the impact of STK
when demanding change in policy or other issues @ntsidering it as constructive
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criticism. Pretending to ignore it can damage tationship and intensify the criticism
from STK, while acknowledging it as a help to imyeothe firm’s organization will
positively affect the STK relationships (Gable &tdreman, 2005).

Finally, Gable and Shireman (2005) believe thatltirstakeholder dialogue”
would harmonize the STK’' and firm’s needs, by dreata schedule of activities and
taking care of the relationships. By doing so, tine begins to get out of its shell of
internal interactions and can therefore avoid tplode: this can be done just directing the
company’s gaze outward and taking charge of isgwesiously considered out of the
firm’s jurisdiction. In Mike Bruné word’s,“What we've seen over the last five to ten years
is not only an expansion of who companies consdestakeholders, but an expansion of

the environmental and social issues that corporetioonsider important”

In conclusion, as a stakeholder-oriented congepR holds that organizations exist
within networks of STK and ought to face their puially conflicting demands: then,
firms should translate the demands into CSR olyestand policies. According to Young
(2003),“To achieve the successful implementation of Q8&jagers must build bridges
with their STK — through formal and informal dialogs and engagement practices — in the
pursuit of common goals, and convince them to supe organization’s chosen strategic
course”.

Business leaders are presently to face the esogs arising from the myriad of
STK claims and build long-lasting, mutually ben&ficrelationships with relevant STK.
Current developments in stakeholder engagement teeadconcept of “CSR in action”.
However, organizations can choose how to manage 31K relationships in different

manners according to various practices.

® Mike Brune is executive director of Rainforest idot Network (RAN), an activist organization basadSi.
Francisco.
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2.3 Dialogue with Stakeholders

According to David Grayson and Adrian Hodges (900there is still a
“considerable gap between the corporate CSR rhetand actual practice on the ground
because of difficulties in making it operationaCompanies are therefore at a loss when
the time comes to implement the abstract concef MR into action. At present, CSR
remains an indefinite though highly popular construConsequently, the correct
dimensions of a company’s social responsibilitind the relationship between corporate
social performance (CSP) and financial performafif) are still the vital core of an
endless debate.

The purpose of the next paragraph is to analyze dcmnpanies actually put CSR

into practice and to identify some of the factofsch influence this process.

In recent years, STK theory has more and morerbedbe focus of discussion on
CSR. A company should take into consideration apda satisfy the needs of its STK,
including employees, customers, investors, supplamd the local community. Up to now,
the shareholders are the most relevant group of &fKshareholder wealth is considered

the only relevant criteria for evaluating compampavior (Harrison and Freeman, 1999).

The shareholder perspective deals with businessywith economic and not social
goals. On these bases, companies should ignotattee In real-life, economic decisions
usually entail social consequences and the soaidl economic fields would become
indistinguishable. Furthermore, though it was palssio distinguish between the two, they
should not necessarily conflict. Several Authorsehalso questioned the belief that the
only corporate goal is profit maximization. Othefsuthors suggested that profit
maximization in itself cannot outline real-life dgion-making processes which always
include a “zone of discretion” that gives the ngara a chance to freely address social

and environmental issues.

In addition, some supporters of CSR simply stagd firms bear responsibilities
toward the STK and cannot drop them. Companiesstanin business just if they behave
accordingly with the dominant norms, rules, andugalin society. Still, despite the current
popularity of both CSR and the STK approach, “stakeer” or “CSR” still lack a precise
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definition. With regard to the former, Freeman ovaly defined STK asany group or
individual who can affect or is affected by the iagbment of the organization’s

objectives’.

On these bases, consensus on the definition of @&Rd hardly emerge from
discussion. However, as early as 1960, Frederi@B@)Lcalled for a precise definition of
CSR.

In fact, CSR means different things to differeabple at different times, and new
issues can easily be included in existing defingioMoreover, the multiplicity of related
concepts, such as corporate citizenship, corp@eteuntability, sustainability, business
ethics, triple bottom line, and philanthropy haveloubtedly fostered the confusion about
the true nature of CSR. In this work, we are gdimgoin van Marrewijk’'s view which
loosely defines CSR a%ompany activities - voluntary by definition — ardearly
demonstrates the importance of the inclusion ofaéa@nd environmental concerns in

business operations and in interactions with STKarrewijk, 2003).

Levels of engagement in stakeholder dialogue

As previously mentioned in van Marrewijk’s defioit of CSR, the company’s
interaction with various societal groups and indibals is vital part of CSR. In fact, the
relationships between the firm and its internal arternal STK make it possible to take
hold of the elusive nature of the values, stanaod, lzehavior of their STK and respond
accordingly. Consequently, terms like “participatio “inclusion”, *“voice”,
“involvement”, “collaboration”, “partnerships” arfgéngagement” are very popular in CSR
literature. The term “STK dialogue” will be from woon used to describe the engagement

of STK in the decision-making processes relatesbmal and environmental issues.
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Table 2.3 Stakeholder Dialogue: Levels of Engageémen

LEVEL OF ENGAGEMENT

LOW

HIGH

Only a few privileged stakeholders arg

h

All relevant stakeholders are

INCLUSION _ _ _ «— |’ _ _
included in the dialogue. included in the dialogue
Dial s structured d a fixed Dialogue is structured around
ialogue is structured around a fixe
OPENNESS gues: _ +—— | open
set of questions/problems/issues. ) i
questions/problems/issues.
One position has priority over all the New, alternative and critical
TOLERANCE P priorty «— | "
others. voices are respected.
) ] Freedom and equality in
One stakeholder dominates the dialoQug—————p ) )
EMPOWERMENT o dialogue as well as in
and decisions. o
decisions.
Full access to information
No access to information about the bout th d
<«——» | about the process an
TRANSPARENCY process and outcomes of the P

stakeholder dialogue.

outcomes of the stakeholder

dialogue.

Source: from the work of Young and Torfing, in Reee (2006).

The many-sided nature of STK dialogue implies tigeessity of an analytical

framework in order to evaluate how the company alitunvolves STK in the decision-

making processes. Figure 2.3 outlines the variousiains of STK dialogue and the

corresponding level of engagement. This model aanded as a reference frame in order

to evaluate how the company's STK dialogue is eitbarticipatory and inclusive or

hierarchal and exclusive.
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INCLUSION

The identification and inclusion of STK in the diglie is a vital factor. It logically
ensues that shutting out relevant STK from dectsnaking will shrink the benefit
expected from the dialogue. In Pedersen’s wo2@9§), “As a participatory ideal,
the STK dialogue should include the important gsoapd individuals who affect
and/or are affected by the decision on the issuguastion”. Yet, as we will
discuss in a following section, to define which STKve a significant role and
which have not affects the business. Thereforep#hrcipatory ideal of inclusion
need to face also efficiency concerns. Consequenttycan easily foresee that, as
the number of participants becomes higher, effiyewill decrease, given that
coordinating the dialogue and reaching a generademgent will be a more and
more difficult chore.

OPENNESS

To be open to the nature and features of a spds#ite will make the dialogue
richer and will invite different views from all STKIn this manner, potentially
controversial issues will be at the focus of attentand will not be put out of the
dialogue by unwilling participants. Moreover, allls will be free to elaborate a
personal position and give voice to their opinigiying a contribution and

increasing the general level of engagement.

TOLERANCE

Favoring a view over another will advantage theKSWwho propose it. For
instance, giving more importance in discussionigsues as “efficiency” and
“profit” over “fairness” and “the public good” Wi become a self-fulfilling

prophecy. In other words, both STK and the companght to take fairly

and open-mindedly critical or alternative opinion® a deeper and richer
elaboration of the solution of a given issue.
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« EMPOWERMENT

All participants to the dialogue should have a famount of power. In fact, the
higher the power, the deeper the engagement @ The For example, when only a
few participants are empowered by the company’togiee rules and traditions,

this imbalance Kkills the idea itself of the pagtiziory ideal.
* TRANSPARENCY

Nowadays, companies ought to inform STK on thegiaoperformance. In fact,
transparency levels of information @me process and outcomes of the dialogre

a vital factor to the accountability of the compabgth in social accounting and
reporting activities (Owen, Shift and Hunt, 200&Eor instance, whenever there is
not enough information available on the decisiorkimgfrom the STK dialogue, it
is not possible to evaluate whether it has reptesea participatory approach to
problem solving or just a mere public relations\aist

Figure 2.3 shows the wide spectrum of STK engageéiad is useful in evaluating
real-life dialogue situations. The right-hand sifethe figure represents the most wide-
ranging STK dialogue, characterized as the “padi@ry ideal,” but this type of
stakeholder engagement may not always be obtairabéyen desirable. Likewise, the
STK dialogue in the left-hand side of the figureedamot automatically indicate window-
dressing companies with questionable morals. Ictjpe, STK dialogue is likely to be
located somewhere between the two extremes bemrrgdication of and communication
with STK is costly and time consuming, and becatseision makers have to balance
these activities with other priorities. In practicéherefore, STK dialogue means
simplifying the complex by focusing on a limited mber of stakeholders, a limited

number of issues, and by developing rules and proes for the dialogue.
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Figure 2.6 The Phases of Stakeholder Dialogue agldtBd Filters
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Source: inspired by the writings of Olefsen on teg& Issue Management, in Pedersen (2001).

Figure 2.6 shows how the STK dialogue can be mmedliby a three phases-model

process. For each phase, a “filter” has beeniitshthat makes the STK dialogue easier,

yet, considering the activities and the relatedefiies) less profitable than expected for the

company. These filters, as described in literatafiect the operationalization of the STK

dialogue.

THE SELECTION FILTER: REDUCING THE NUMBER

Quite obviously, participants to STK dialogue ough be selected. The selection

filter singles out which STK can enter the dialogéelogical question emerges, that is

“Many or few STK will enter this dialogue?” and “Aithey part of a well-known micro-

environment or from a broader range of interlocg®drOf course, a necessary selection

will affect both the process and the outcome ofdiadogue. Quoting a metaphor by Linda

Smircich and Charles Stubbditt, is difficult to analyze the world’s oceans ugima glass

of water” (Smircich and Stubbart, 1985Needless to say, it can be the only possible
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choice whenever our limited capabilities of genagainformation do not encompass the
complexity of the environment. Therefore, the compaeeds to develop a selection filter
to discriminate more relevant STK from less importanes. This to avoid the STK

dialogue to include every single STK and issue.

In order to categorize STK in groups, they haveenbeclassified into
primary/secondary, involved/affected, and voluniampluntary STK. Moreover, as
previously described, it has been proposed threteriato classify STK - urgency, power,
and legitimacy—whereas Harrison and St. John hioéd the strategic importance of a
STK depends on (a) the contribution to the envirental uncertainty, (b) the ability to
diminish such uncertainty, and (c) the strategmiads of the management.

In order to implement the STK dialogue, a selecfitier is needed to reduce both
the environmental complexity and the number of S€kationships. As a matter of fact,
reducing the number will makes it virtually impdssi for enterprises to satisfy the more
idealistic literature on CSR, as certain groups eudividuals will be excluded from the
dialogue Crane and Livesey, 20R3Though necessary, the selection filter will @us
stigmatization even of the most socially respomsibmpany, since critical voices will
always condemn it for failing to integrate the netgs of all relevant STK in decision-
making. Consequently, no enterprise can state todadly inclusive” of all the relevant
STK in the dialogue.

THE INTERPRETATION FILTER: BALANCING INTERESTS

At this point, the multiple voices from the dialeg ought to find expression
through a limited number of decisions. Of courseyiil be hardly possible to implement
solutions that satisfy all STK. Furthermore, hindgrfactors like the presence of cliques
and alliances which impose their specific interestaving the voices of other STK
unanswered or misunderstood, may have the effatttbe problems remain unsolved.
Hence, the decisions emerging from the dialogue saigfy the request of only few or
none of the STK.
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“Tot capitae, quot sententiaeimplies that everybody does not have the same
reason and, consequently, the same perception eofettvironment, making it really
difficult to choose the “right for everyone” actioBesides, the firm frequently has to deal
with multiple and not always compatible interest¢hofrom between different STK groups
and between STK from the same group. THossrepresentations and misinterpretations
may occur when the interests of multiple STK aamdformed into a limited number of
decisions” (Pedersen, 2006). Through the interpretationrfilee divergence between the
decisions resulting from the STK dialogue and titerests of the individual STK become

manifest.

Idealistically, some CSR literature considers &K as equally important.
Needless to say, this cannot find expression iotg@and a necessary trade-off between
the desirability of responding to the requests IbSaK and the need to make effective
decisions must take place. In Kaplan’'s wordgfempting to be everything for everyone
virtually guarantees organizational ineffectiveriegkaplan, 2001

THE RESPONSE FILTER: TRANSLATING DECISIONS INTO AGONS

At the end, the decisions are to be translatedl actions. Disturbing factors like
local interpretations, environmental changes, aeoinily interests, and organizational
changes may affect the actual results of the imefgation. Through the response filter,
the divergence between the actions accomplished thedintentions underlying the
decisions emerging from the STK dialogue becoméseat. In other words, the response
filter deals with the difference between the dexisi and the actual implementation of

activities and their corresponding impacts.

However, it might still be hard to convert thesecidions into activities. For
instance, implementation of the decisions mightoenter a string of technological,
economic, and political boundaries. Further, immatmtion is usually carried out by
experts who did not join in the dialogue. Of coutbeir interpretation of the decisions and
the activities that have to be performed might igllly different from the first concepts of

the participants in the dialogue. Finally, unpréaldde changes in the course of the
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implementation may affect the results, and impatéy substantially diverge from those

originally expected.

STAKEHOLDER DIALOGUE: ORGANIZATIONAL BOUNDARIES

The relationship between business and societye$ooompanies to communicate
with different STK groups. Obviously, dialogue wiltl relevant STK is an unattainable
goal. To reduce the environmental complexity to stinimg more manageable, the firm
must represent it by means of a model containirsg ieformation than the original
phenomenon. The three filters described in theipusvsections outline this “reduction of
complexity”. It must be said that simplificationnst only a loss of information. Actually,
reducing the complexity of the environment is ar@qeisite for making the STK dialogue
practicable. On the other hand, simplification iraplthat the company ought to leave out

some STK interests.

Lastly,“the CSR literature and its inseparable compani8iK theory, capture the
current ‘zeitgeist’ by highlighting the importanoé seeing the company as integrated into
rather than separated from its environmer(Pedersen, 2006), though constraints or
“filters” make it hard for firms to put into prace the participatory ideals of the STK

dialogue.
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2.4 Collaboration with Stakeholders, an InvaluablelToo

STK relationships can be seen as the measure rpbrade sustainability and
enterprises need to take into consideration thdiK &nd their diverse, and often
contrasting interests. The ideal situation implies have relationships that build
sustainable, competitive organizations from an entoal and financial, but also social
and environmental point of view. Though the impoce of STK engagement is generally
acknowledged, STK engagement and the characteristieffective engagement still await
for a more precise, univocal definition. As shownTiable 2.4, STK engagement is a key
parameter to identify socially responsible compgnia the case of agencies that rate
companies on the basis of sustainability and seesonsibility, ethical investors owning
or managing different firms, or organizations thibfine standards for a sustainable
performance — such as the Global Reporting Invta(GRI) — and for inclusion into stock
market indices — such as the SAM and the Dow J8nstainability Index.

Different organizations propose different reastmsconsider STK engagement

important:

1. according to the GRY, it is important to understéimel reasonable expectations and
interests of different STK. Moreover, GRI argueattS§ TK engagement is likely to

increase accountability, thanks to a growing teunst corporate credibility;

2. likewise, SAM and the Dow Jones Sustainability kdaffirm that STK
engagement increases acceptance and trust of d groap of different STK.
Consequently, performance itself can improve, ast4uilding can put the bases

of both current and future corporate growth;

3. social rating agency Innovest also highlights tleefgrmance benefits of STK
engagement, asserting that STK capital is a keycamor of the management
quality and long-term financial performance (SI02009).

Given the different rationales for STK engagematifferent manners for its

identification and assessment are:

58



1. policy commitments to STK needs: companies enfpadieies for local suppliers,
policies on human rights and native people;

2. STK engagement activities: companies engage igli@ with STK, community
support programmes, investments in the health awldpment of employees,
measures to increase the capability of suppliemmpl@yee training and

development, disclosure and verification of soara environmental performance;

3. performance outcomes: for instance, companies alotfiee level of environmental
emissions, fines, product safety, employment equdly creation, the impact of

plant closures, and the levels of philanthropy.

At this point, questions emerges, such as: Howomant the perceptions of
opportunity and risk are in the main processesf@agement? Are managers to focus on
controlling risk or seizing opportunity? Many ofettkey practices used as indicators are
centered on the need to comply both with laws artkreally ratified agreements.
Problems and difficulties can ensue from non-coamue, and failure is obviously
considered negative by organizations. In ordern@arfage the risk”, surveys and focus
groups can provide an active monitoring of STK,saggested by GRI. Further, written
communications to STK about corporate activitiesfas instance, in externally verified
reports on sustainability performance, as Accouilitfbproposes. STK engagement is
also evaluated through efforts aimed at creatingodpnity. In other words, the key
concept is commitment to partnership, while SAM/Dadones values mutually
advantageous relationships, especially with clieated employees. In conclusion,
companies can learn from their STK and benefit flom
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2.5 Collaboration or Control?

A recent, innovative study focused on social resgmlity and sustainability in
global corporations (Sloan, 2009) has provided @&@pde understanding of STK
engagement. More specifically, it highlights thdéfetent manners in which managers

perceive STK and the different manners in which panies engage with their STK

A first, striking issue that emerged among thalifigs was how often managers
report that social responsibility means managisl and avoiding harm to STK. Though
social responsibility and sustainability are prélseseen as an opportunity for corporate
innovation and sustainable growth, today’s managees not deeply convinced of it.
According to this study, 64% of the sample manageescorporate social responsibility in
terms of risk management. On this groutf®TK become important because they provide
and control critical resources needed for firm sual and success, including financial
capital, knowledge, skills and reputatiofSloan, 2009). On the contrary, STK do not see
the companies’ social responsibility in terms obiding harm and managing risk. In fact,
about 50% of the STK interviewed report that avagdio harm is important, while the
remaining 50% highlight the importance of “doingodd, i.e. implementing programs to
support education, health care and environmentakption. Interestingly, only 20% of
managers report that being socially responsiblides also “doing good”. As a matter of
fact, STK can be considered either as sourceskfor opportunity, or both. According to
this study, managers feel more deeply the needattage risk in the relationship with their
STK.

A second interesting finding from this study peirdut that STK engagement
processes and practices did not apparently resatieet alignment between managers’ and
STK’ views. STK engagement processes are devisgdtteer information about the STK’
interests and expectations. In other words, congsanhich interact with their STK gain a

deeper understanding of their needs and interdstsever, no direct evidence was found

® Project response is a three-year research projecorporate social responsibility. It is the fisgstematic
attempt to understand the factors that affect thesgectives and mind-sets of managers and stalerkold
towards social responsibility. The project espégifbcused on the alignment between the mind-séts o
managers and their companies’ STK, and explored imawager/STK alignment relates to a corporation’s
strategic processes, organisational practices anfbrmance. The research for Project RESPONSE was
completed in October 2007. The Final Project Reptrt the European Union is available at
www.insead.edu/ibis/response_project.
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till now of it. Unfortunately, corporations thatgaged in a broad range of CSR activities
did not exhibit a better understanding of STK iatts and needs compared to less engaged
companies. Even worse, the level of STK engagerdehtnot relate to the perceived
performance of the enterprises. A possible reasdincould be that interaction alone may

not be sufficient. The form of interaction couldthe crucial issue instead.

Needless to say, a problem emerges whenever rigs sin gathering information
on STK makes it more important than implementindRG&tivities. In this case, the time
and commitment spent communicating with STK carabthe expense of taking care of

their needs and concerns.

On this ground, the importance of discriminatirg tdifferent forms of STK
engagement becomes evident. However, engaging timites may not be enough;
engagement with STK will become fruitful when ingike, supporting learning and change
within the corporation, a8ntegration of social responsibility and sustainhty into core
strategic business processes is one of the fathatshelp companies to exce(Sloan,
2009).

According to these findings, two different modids STK engagement have been
outlined: the Control Model and the Collaboratiorodé¢l. The former is centered on
communication and monitoring to control and man&d& risk. The latter is focuses on
collaboration and partnership to foster organizatiolearning and transformation, as

summarized in Table 2.4.
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Table 2.4 Models of Stakeholder Engagement

DIMENSIONS CONTROL MODEL COLLABORATION MODEL
Corporate focus Arm’s — length engagement | Inclusive engagement
Manager orientation to STK | STK are a source of risk STK are a source of opportunity

Key engagement processes | Monitoring, listening, telling | Collaborating, partnering,

learning

Relationship to core business| ‘Bolted on’ to core business | Integrated into core business

process and strategic processes and strategic processes
Potential for corporate change Limited change Transformative change
Likely performance Good Great

Source: Sloan (2009).

Control model of STK engagement

Being a source of risk for enterprises, STK ouighbe monitored, assessed and
managed in order to foresee and keep under cahiol problematic issues. This can be
done by paying attention to STK’ needs and interestd also by keeping them well-
informed about corporate activities. Usually, STikgagement activities are implemented
in a parallel planning with the company’'s stratedctivities, basically without
connections. Needless to say, organizational chaageot gain from STK’ feedback, and

innovation and new value creation will not profibr it.

Collaborative model of STK engagement

Being STK a source of opportunity for corporatiogffective engagement practices

will have managers and their STK collaborate aradne€rom one another, provide the
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ground for innovation and basic organizational gearSTK engagement emerges as an
integrated part of corporative strategy, increadimg strength and sustainability of the

corporations.

The Control Model and the Collaborative Model mé&lrespectively a “good” or a
“great” social performance, depending on the degoeerhich social responsibility and
sustainability become a living part of businessrapens and strategic decision-making.
As previously reported, STK expect corporationgigten to their concerns and interests,
contributing to society not just in economic teringt in social and environmental impacts
as well. STK engagement is therefore to be intedgratto core business processes by
fostering collaboration, learning, innovation andsis corporate change to carry out

tomorrow’s STK engagement strategies.
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Chapter I

International Reporting Standards

“At the international level, standards are becomiag
pillar of the new global trade system. As barrieograde
and investment are eliminated and information
technologies continue to evolve, standardizatiotakéng
on an increasingly important role in global affairs

Standards Council of Canada

Recently, International Reporting Standards haeeomme important tools for
companies to legitimate CSR practices towards t8&iK and society as a whole. The
importance of such tools is gaining more and malmawledgement at a national and
international level, as they make it manifest aoblic what a firm does or does not for its
STK, helping prevent un-ethic activities and enegimg responsible and collaborative

behavior.

3.1 Social Reporting Process

In this chapter, we are going to focus on why3leial Reporting is relevant to the
practices of Social Responsibility of the firms.ctd Reporting is a strategically
controlled process which allows the company to lweize the interests of both the firm
and its STK. It consists of the “Planning & Contr@P&C) process and can ensure the
transparency of the overall process. The P&C pmocgarts with focusing on the
company’s mission. From the firms’ perspectiveahsists of the achievement of both the
economic and the relational equilibrium with itskSTAt this point, the firms are ready to

“build” their own social strategies which have t® $et for each of the STK categories and
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represent the long-run guideline. Subsequentlyy #ive ready to implement their social
goals, which correspond to social strategies, itreore specific and measurable.

The last step of the P&C process consists of thinition of specific social
performance indicators. They represent the instnisn® evaluate whether the business is
achieving its social purposes and to what extenthé case social performance indicators
do not measure the business performance with ®rificvalidity and reliability, the
process will turn back to social strategies in ortereformulate them and restart from

there until new social performance indicators Wwéldefined.

Firstly, one important issue that we need to pignéion to is the quality of the
relationships between the firm and its STK. Sudati@nships should be balanced and the
business is to devise what kind of goods and sesvicust be provided for its STK and, on

the other hand, what contribution the company cqueet from them.

The phases of Social Reporting Process

(1) Stakeholder Identification and Analysis

In this first step, the firm has to identify it§&. According to what we previously
reported on STK theory, the company ought to mgySikK and categorize them, on the

basis of their level of reactivity and being mordeass strategic.
(2) Stakeholder Mapping

In this stage, the firm is to find out which STKogps are strategic for the business,

in order to focus its action on them.
(3) Relational Quality Analysis

In this step, the firm will examine its STK’ issuén terms of: “What are their
priorities?” and “What are their expectations a# tirganization?”. In this way, a firm can
gain an overall, still deep enough vision of théaRenal Quality process with its STK.

(4) Trade-off between Business Information Systeh &TK Information System

In this step, the firm analyzes its business mfation resources, in order to verify

its consistency.
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(5) Information Tools

In this stage, the firm reorganizes its informadéibtools so that the Relational
Quality be represented and mapped; for exampleB#t@nce Sheet is the most immediate
tool to do so through the outline of the compamytals, its structure and content, the

information system, recipients, advertising andrigm
(6) Stakeholder Goals Identification

In this step, the firm plans its social and enwin@ntal reporting, according to the

needs and expectations of its STK.
(7) Performance Measurement and Gap Analysis

In this stage, the organization verifies whethergoals have been achieved and

measures them, highlighting any possible gap betweinitial goal and the final result.
(8) Final Report

In this last step, the Social Reporting processlnsost accomplished. Eventually,
the manager is to write down a final report in whall the gaps and results from the
mapping and analysis stages will be listed andifeekl from the STK about the overall

Relational quality system will be filed.

Recently, the Institute for Social and Ethical Agntability (ISEA) and the Global
Reporting Initiative (GRI), which is sponsored HyetCoalition for Environmentally
Responsive Economies (CERES) and emphasizes bsisingsacts on the physical
environment have recently published interestingdisti about the development of
international accountability standards (Logsdon hedellyn, 2000). In the next section,
three international standard frameworks about CSIRb& described in their use and

importance with respect to STK engagement.
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3.2 The AccountAbility AA1000 Standard

The Institute of Social and Ethical AccountAbilt\SEA, 1999) has as its primary
mission to develop standards for social accountghjLogsdon and Lewellyn, 2000).
Among these, the ISEA defined the AccountAbility A2000) standard, which is a
voluntary standard for social and ethical accouptiauditing and reporting. From the
AccoutAbility standard’s websife“AccountAbility's AA1000 series are principles-bdse
standards to help organizations become more acetmt responsible and sustainable.
They address issues affecting governance, busmedsls and organizational strategy, as
well as providing operational guidance on sustaifigb assurance and stakeholder
engagement. The AA1000 standards are designedhdointegrated thinking required by
the low carbon and green economy, and support iated reporting and assurance. The
standards are developed through a multi-stakehotaersultation process which ensures
they are written for those they impact, not jusis#a who may gain from them. They are
used by a broad spectrum of organizations - muiimal businesses, small and medium

enterprises, governments and civil societig&tcountAbility, 2011)

AA1000 comprises a set of quality principles aficdacial and ethical accounting
process standards. In addition, specific guidelimestify the relationship between the

standards and clarify their interpretation (Acc@\ility, 2011).

The AA1000 Series of Standards include:

(1) AA1000 AccountAbility Principle Standard (AALIORPS) 2008;
(2) AA1000 Assurance Standard (AA1000 AS) 2008;

(3) AA1000 Stakeholder Engagement Standard (AA1®ES) 2011.

In this work, only AA1000 SES 2011 is to be dismsin some depth, as relevant
to STK engagement, in the following section, while first and second standard’s

description is available in Appendix 1 (informatigathered from AccountAbility, 2011).

" The information about the AccountAbility (AA1008jandard has been collected from the website
http://www.accountability.org (2011).
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The AA1000 Stakeholder Engagement Standard, doaft 2

The AA1000 SES is to set the benchmark for goodliyjuengagement. STK
engagement is here defined dke process used by an organization to engage aptev
STK for a clear purpose to achieve accepted outsb(AecountAbility, 2011).
AA1000SES (2011) is divided into four sectionsthe first section, the standard’s goals
and intended users are listed. In fact, though amilgn intended for practitioners and
engagement ownerst will be of significant use to all those involden engagement as

well as all who will benefit from it{AccountAbility, 2011).

The following three sections define the requisfegsquality STK engagement. The
three section are the following(2) how to establish the necessary commitment € ST
engagement and how to ensure it is fully integratestrategy and operations; (2) how to
define the purpose, scope, and STK of the engagemed (3) what a quality STK
engagement process looks likdh Figure 3.1, the relations between AA1000SES and

processes and outcomes in STK engagement havesbeenarized.

Figure 3.1 Purpose and Scope of AA1000SES (2011)
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Source: AccountAbility (2011).
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All types and levels of STK engagement can utilize AA1000SES, which i
“applicable toboth internal and external engagement, for pulpiivate and civil societ
organizations of all size$t can be used for proje-based activities as well as for-going
purposes. The AA1000SES is intended for use byeS8d&gement process owners. lll
also be of use to managers and others responsiolentking decisions, as well as
participants in STK engageme! (AccountAbility, 2011).

Reasoning on the bases of inclusivity, materiaiityd responsiveness need
precise definition of the procs of STK engagement, including a comprehensive
balanced involvement and resulting in outcomes whéspond to issues in an account:
way. Formalization of the commitment to the thre@@ples in a way consistent with t
governance of the organtion is also necessary and may require to impleraesgecific
policy statement or the inclusion of the commitméntthe vision, mission or valt

statements of the organizatic

After defining the purpose, scope and STK for thgagement, it must be sured
that there is a quality STK engagement process latep The AA1000SES ST
engagement process consists of four steps: PlapaRy; Implement; and Act, Review &

Improve.

Figure 3.2 Stakeholder Engagement C

PLAN
ACT, REVIEW,
IMPROVE PREPARE
IMPLEMENT

Source: AccountAbility (2011).
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The four steps through which the organizationiogplement the STK engagement
process is outlined in Figure 3.2.

“Plan” consists of five sub-steps:
() Profile and Map STK;
(2) Determine engagement level(s) and method(s);
(3) Identify boundaries of disclosure;
(4) Draft engagement plan;

(5) Establish the proper indicators.

“Prepare” is composed of three sub-phases:
(1) Mobilize resources;
(2) Build Capacity;
(3) Identify;

(4) Prepare for engagement risks.

“Implement and Engagement” comprises six sub-steps:
(1) Invite STK to engage;
(2) Brief STK;
(3) Engage;
(4) Document the engagement and its outputs;
(5) Develop an action plan;

(6) Communicate engagement outputs and action plan.

“Review and Improve” is formed by four sub-phases:
(1) Monitor and evaluate the engagement

(2) Learn and improve,;

70



(3) Follow up on action plan;

(4) Report on engagement.

In conclusion, the time has come for assurancetipeato evolve from data
accuracy assessment in reports to evaluation @epses such as STK engagement and the
way companies align strategy with the expectatiaistheir STK. “The future
sustainability assurance will involve multi-STK e focused on information that is
material to these STK groups. This concern for aked materiality is central to enable
STK to choose the information they require assuraran and has influenced
AccountAbility’s calls for the convergence of assue approaches and standards focused
on STK needs{O’'Dwayer and Owen, 2007).
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3.3 1SO 26000 Standard

All over the world, business organizations as \asltheir STK are becoming more
and more conscious of the need for and benefitsooially responsible behavior. Social
Responsibility has as its goal to offer a contitnutto sustainable development. Both the
impact that an organization’s performance has enstitiety in which it operates and its
impact on the environment have become a measuits aiverall performance and its
future chances of development, due to a new awsseokthe need to ensure healthy
ecosystems, social equity and good’ organizatigg@mlernance. In the long run, all
organizations' activities depend on the healthefworld's ecosystems. Organizations are
subject to greater scrutiny by their various STK.

ISO 26008 is an International Standard of SR. It has beetsdd for use by organizations
in both the public and private sectors, in develb@nd developing countries and
economies in transition as well, in order to supffeem in achieving a socially responsible
behavior, more and more necessary to our soci&® PR6000 does not contain
requirements, being devised for use only on a \alyrbasis, thus, differently from 1ISO
9001:2008 and ISO 14001:2004 it is not intended eartification standard.

REASONS TO USE ISO 26000

Enterprises can carry out sustainable businesthef operate in a socially
responsible manner and respect the environmentelswhile providing customers with
products and services. An increasing pressure teodmmes from customers, consumers,
governments, associations and the public at lavpmagers are increasingly becoming
aware that success in the long run is to be buikarially responsible business practices,
in addition to the prevention of fraudulent accaumt labor exploitation and similar
practices. Many programs of SR are now availabteraany principles of SR as well; it is
now necessary to find a way to put the principle® ipractice and to implement SR
effectively and efficiently, though the meaningeltsof “social responsibility” may differ
from one program to another. In addition, previdogiatives mainly focused on

“Corporate Social Responsibility”, while ISO 26000l provide SR guidance not only for

8 Information collected at ISO 26000 websitewiso.org
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companies, but also for every kind of public secaganizationsISO 26000 will be a

powerful SR tool to assist organizations to mowenfrgood intentions to good actions”
(1S026000, 2010).

GENERAL OUTLINE

Recognizing social responsibility and STK idecafion and engagement are the

two main practices of social responsibility. Theim@rinciples of social responsibility are

the following:

1)

2)

3)

4)

5)

6)

7

Accountability —organizations should be accountablesspect to their impact

on society, the economy and the environment;

transparency —organizations should be transpanmentheir decisions and

activities that may affect society and environment;
ethical behavior —organizations should behave alligic

respect for STK interests — organizations shoudgheet, consider and respond
to the interests of its STK;

respect for the rule of law —organizations shoudisider as mandatory the

respect for the rule of law;

respect for international norms of behavior —orgations should respect
international norms of behavior, while adheringthe principle of respect for
the rule of law and

respect for human rights — organizations shoulgees human rights and

recognize both their importance and their univérsal
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ISO 26000 focuses on seven crucial issues of SR defindlte standard, outline
in Figure 3.3.

Figure 3.3 Seven core Social Responsibility Th

Fair operating

The Environment N
practices

Consumer
issues

Community
Organization involvement and
development

Source: 1ISO 26000 (2010)

Labor practices

The following step requires to integrate all of gbecore social responsibili

subjects throughout the organizati

“It is intended to promote common understanding e fiield of socia
responsibility, and to complement other instrumerged initiatives for social
responsibility, not to replace ther (1ISO26000, 2010). In applying ISO 26000,
organization should take into consideration sotie@nvironmental, legal, culture
political and organizational diversity and diffecels in economic condiins as well, also
complying with international norms of behaviolSO 26000 will integrate internation

expertise on social responsibili- what it means, what issues an organization nee(
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address in order to operate in a socially respolesiimanner, and what is best practice in
implementing SR. ISO 26000 will be a powerful SR to assist organizations to move
from good intentions to good actiond5026000, 2010).

Figure 3.4 General Outline of ISO 26000

The relationship of an organization’s Understanding the Social
characteristics to Social Responsibility of the organization

Responsibility

Practices for
Communication on o Voluntary initiatives
Social Responsibility g g for Social
responsibility Responsibility
throughout an
organization
Reviewing and improving an Enhancing credibility regarding
organization’s actions and practices Social Responsibility

related to Social Responsibility

Source: 1SO26000 (2010).
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3.4 The Global Reporting Initiative Standard

The Global Reporting Initiative (GRI), is a typé sustainable development. As a
goal it has been described as“rieeet the needs of the present without compromisieg
ability of future generations to meet their own a&e (World Commission on
Environment and Development, 1987). Sustainahiéporting has been described ‘dise
practice of measuring, disclosing, and being ac¢able to internal and external STK for
organizational performance towards the goal of aingtble developmentand it is to be
used as a synonym with others which describe reygoon economic, environmental, and

social impacts such aghe triple bottom line and/or corporate responstiireporting
(1S026000, 2010).

Triple bottom line is the last line of the balarenad the final figure does not come only
from its economic performance, but from its so@ald environmental performance as
well. The GRI is a sustainable performance stanadrdre these three dimensions are

meant to be together.

The GRI is an independent NGO (nongovernmentaaroegtion) established in

2002 and its global secretariat is based in Amatardrhe GRI Reporting Guidelines were
defined to standardize the measurement and regastinon-financial performancéThe
GRI's stated mission is to enhance responsiblesg@timaking by promoting international
harmonization in reporting relevant and crediblerporate economic, environmental and
societal performance information. The GRI uses acess of open dialogue and
collaboration to design and implement sustainapitéporting guidelines in pursuit of its
mission” (Woods, 2003).
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Figure 3.5 From Triple Bottom Line to GRI

[ SUSTAINABILITY J

[ ECONOMIC ]—[ SOCIAL H ENVIRONMENTAL ]

[ TRIPLE BOTTOM LINE }
[ SUSTAINABILITY REPORT }

GLOBAL REPORTING
INITIATIVE

Source: our translation from Social and EnvironnaiReporting Course, S. Cantele (2010)

GRI's purpose is the development and promotion cdtzerent framework for non-
financial reporting. In order to do so, the GRlamegular basis updates its Sustainability
Reporting Guidelines in complex multi-STK processeduding "the participation of
business, organized civil society, labor, consudtas, academics and representatives of
governmental as well as intergovernmental orgamzret’ (Dingwerth and Eichinger,
2010). At the present time, the current reportirgrfework is called the G3, being the
third generation result of Sustainability Reporti@gidelines. The G3 consists of reporting
principles and performance indicators, the formglfingng the report content and quality

and provide guidance on how to determine the baynafea report.

The performance indicators role is to define whadpects of an organization’s

activities and impacts are relevant and to be tediu The indicators encompass different
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important sectors, such agcbnomic and environmental impacts, impacts on rlabo
practices and human rights, and the broader issuproduct responsibility(Dingwerth
and Eichinger, 2010).

Lastly, in addition to the reporting principlesdaperformance indicators indicator
protocols have been provided, in order to speaify hdata on particular indicators is to
be calculated and presented, and by sector suppitsniieat specify the reporting needs for

a range of business sector@Dingwerth and Eichinger, 2010).

Table 3.1 Elements of the Reporting Framework

Elements Function Example(s)

- Content: Materiality; stakeholder
inclusiveness; sustainability context
completeness
- Quality: Balance; comparability;
accuracy; timeliness; reliability; clarit

Define the report content

Reporting Principles and quality

o

Define the areas in which| EN 15 “Number of IUCN Red List species an
organizations are asked tq national conservation list species with habitdts

Indicators report and the measures tp  in areas affected by operations, by level of
use extinction risk”
- Indicator Protocols Set Economic;
- Indicator Protocols Set Environmental;
Provide guidance for - Indicator Protocols Set Human Rights;
Indicator Protocol reporting on individual - Indicator Protocols Set Labor;
indicators - Indicator Protocols Set Product

Responsibility;
- Indicator Protocols Set Society.

- Electric Utilities Sector Supplement;
Provide guidance for - Automotive Sector Supplement;
individual industry sectors - Mining and Metals Sector Supplement;
- NGO Sector Supplement.

Sector Supplement

Defines how closely the
reporting framework has
been followed in the
preparation of a report

Level “B”: An organization has reported on gt
least 20 indicators and on their management
approaches for the different indicator categories

Application Level

Source: Dingwerth and Eichinger (2010).

The Sustainability Reporting Guidelines, as shownFigure 3.6, consist of
Principles which specify report content and guararthe quality of reported information.
To complete report, preparers are to specify thelléo which the GRI Reporting
Framework has been applied. This system consistereé levels, in order to meet the
needs of new beginners, advanced reporters, antelsan-progress as well, respectively
named C, B, and A level. The reporting criteria &ach level indicate an increasing
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application or coverage of the GRI Reporting Framdw More specifically, “a
organization can self-declare a “plus” (+) at eadbvel (ex., C+, B+, A+) if they have
utilized external assurance. An organization selfldres a reporting level based on its
own assessment of its report content against therier in the GRI Application Levels. In
addition to the self declaration, reporting orgaaiions can choose one or both of the
following options: (1) have an assurance provid#eoan opinion on the self-declaration;
(2) request that the GRI check the self-declardtibingwerth and Eichinger, 2010)

Standard Disclosures composed of Performance Mhwigcand other disclosure
items are available, and guidance on specific teahtopics in reporting are available as
well. The Guidelines are also complemented by $ipeSector Supplementshich help
applying the Guidelines and by sector-specific étemince Indicators. Technical
Protocolsare also present and help dealing with issues portieg, such as setting the
report boundary. A fuller description of GRI is dahle in Appendix 1 (information have
been gathered from the GRI website, www.globalrepgiorg).

Figure 3.6 GRI Reporting Framework

Sector Supplements

- !

Ve
Ve
s
GRI reporting Reporting Sustainability
framework Guidelines Report
N
N
N
N

Ny Technical Protocols

Source: our translation from Social and EnvironnadiReporting Course, S. Cantele (2010).
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Chapter IV

The Economy of Communion Paradigm

“New persons who are capable of surpassing their
modern identities as producers and consumers, and
finding something extra which will help them to ope
up to others and to liberate them from isolatiordan
egoism... capable of giving rise to the category of
gift or sharing within economic activities”.

J. Chrisman and A. Carroll

In this chapter we are to introduce the EconomZommunion (EoC) paradigm,
the beliefs it is grounded on, the fundamental eslunderlying this enterprise, and its
purposes. The first emerging of this idea occumetP91, as an intuition of Chiara Lubich
during a sojourn in Brazil: since then, hundredsswiall and medium sized businesses
developed around the world. The central idea isttiese organizations share part of their
profits with developing countries in order to surstaocial projects. This endeavor has
attracted the attention of economists and academ@psesenting an advanced example of
social economy.
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4.1 The Focolare Movement, its Origin and Beliefs

The Focolare Movement originated in the city oéftr in Northern Italy, during
the World War II. Trent was then the target for texial bombardment of Italy by the
Allies. As the conflict prolonged, the industriahdh agricultural infrastructure of the
country was devastated, leading to widespread povat the time, life in Northern Italy
was “characterized by dire poverty and brutality, anthet shadow of suspicion of
neighbors and friends, leading to the destructidnm@ny communities{Gold 2004).
Social and civil norms lost importance and meanargl the endless bombing through the
summer of 1943 saw a young woman named Chiara hund her companions emerge
from the moral and material wreck and deeply féelt tthe tragedy of the war would

eventually end, and only God would remain to trast

These young women strongly believed that the @Ganscommandment tiove
one another as | have loved yo@n, 13:34) could be a way to fight the hatred that
surrounded them. Willing to live out this Christisommandment, they participated in the
creation of a small community, devoted to the imiatdneeds of the suffering. Lubich
and her companions believed that unbelievably daiffi situation to béelike a training
field which brought love into action, not only amgothem but among those whom they
encountered”(Gallagher, 1997). In no time, 500 people hadgdithem, sharing their
possessions as in the early Christian communitigstive goal of solving the problems of
misery and social distress around thé/mong the large number who had become
believers there was complete agreement of heartsant Not one of them claimed any of
his possessions as his own but everything was canpraperty, a wonderful spirit of
generosity pervaded the whole fellowship. There m@sa single person in need among
them. They would distribute to each one accordingis need’(Acts of the Apostles, 4:32
-35). The members of this early Focolare commudhitiynot find it“difficult to share each
day their sufferings and joys and their poor poseess” (Gallagher, 1997). In this group
everything was shared: the wofdcolare was originally a nickname for this first
community in TrentFocolare means ‘hearth’, associated with a sense of fanolye,
security and warmth. Moreover, it reminded of atpasvhich “poverty was widespread
and life was harsh, but nothing could take awayrfrthhe closeness of family and friends
huddled together around an open firdGold 2004). From this first community, the
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Focolare Movement evolved into a global movemerd anformally recognized ‘lay
organization’ within the Catholic Church, when appd in 1962 by Pope John XXIIL.

This movement is grounded on a deep belief inuhigy of the human family,
rising above the differences of nationality or gadus creed. According to this vision of
fraternity, since its beginning in Trent, the mowethfocused on Jesus’ prayéviay they
all be one” trying to build unity through the practice of uargal brotherhood (Gallagher,
1997). At the time, a resistance group of youngxXié&s in that area had some interaction
with the community, and such exchange anticipateel novement’s current social
engagement and dialogue with persons without @ioels creed (Focolare Movement
website, 2006). The Focolare movement’s stattpesvide for adherents not only from
within the Catholic Church, but from other eccléstammunities, from other Religions
and from among ‘people of good will with no religigobelief” (Gold and Linard, 2002)
and set a “mutual and continuous charity” at theidaf life for its members, as stated by
every article describing the structure and funcetignof the community (Focolare
Movement Statutes, 1995). The lifestyle of memlwdrthe Focolare Movement is based
on charity in their realization of different culéy social, political and economic activities.
The movement's statutes are continually revisedraer to address the needs of the
movement in today’s society, i.e. in continuousletion. Lately, the use of language in
the statutes highlights the fact that non-Cathaddies to be considered full “members” of

the movement, rather than “aggregates”.

Nowadays, the Focolare Movement flourishes in &8@ntries among people of
differing ages, languages, cultures and creedst kbe@snbers are Catholic, but there are
also Christians from 300 different denominationslidvers from all the main religious
creeds, and men and women with no religious beketf® all participate in the values and
lifestyle fostered by the Focolare Movement (Lubicd®99). For instance, African
American Muslims who follow the teachings of ImamDW Mohammed and Japanese
Buddhist Rissho Koseikai Movements participatehi@ Focolare Movement, focusing on
the common practice of benevolence or, in otherdgoon the Golden RuléDo unto
others as you would have done unto youSince its origin, the Focolare Movement
developed all over the world almost entirely by vaf mouth and through the personal
witness of its members. As an example of how theement spread in other countries, in

the next section the story of the Focolare in Briazieported.
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4.2 Economy of Communion in Brazil

The broad ring of "favelas® or “shanty-towns" coagted deeply with the
skyscrapers nucleus, when Chiara Lubich’s planddd in San Paolo, Brazil. As soon as
she arrived to Mariapolis Ginetta, the small cifytlee Focolare Movement, close to San
Paolo, she had to realize that the sharing prattigethe Focolare Movement was not
enough to support Brazilians who lived in absolpbeerty. Lubich saw the necessity to
supply food, shelter, medical care and, if possiblgob to earn a living for as many as
possible. Right after the publishing of the Enayalli’Centesimus Annus*, by John Paul I,

she started the project of “Economy of Communion”.

According to Lubich’s vision, companies will shatkeir profits as in early
Christian communities. As a first action, they wi#lp the poor, or find them a job, so that
no one remains in need. Second, they will use gfattieir profits to develop and support
the small cities of the Focolare Movement whereppeavill be taught how to live and
work in a culture of giving. In Lubich’s words, dtle city like Mariapolis Ginetta in
Brazil, a country were a widening disparity dividise rich and the poor, could become a
source of inspiration for many people. Lubich’sims struck the people present at the

meeting, and they eagerly accepted her proposal.

Moreover, they began to contribute to the movenmemlifferent ways, recreating
the communion of goods which the Focolare Movenpeatticed since its beginning with
strength and deep enthusiasm, by sharing goods,aimd work. Donating all their savings,
$ 4,000, one couple affirmed to do $mcause we are part of this ocean of love, like a
drop of water and may God transform this dream igreat reality that will light up the
beginning of the Third Millennium* As such dream was shaping as reality, many
companies were started, in Brazil and in many otloentries all around the world. Many
firms, already working, entered the project andngeal both their style of management
and the distribution of their profits.

At present, an increasing number of companies jbiagd the EoC project, as

summarized in Figure 4.1, 4.2 and 4.3.
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Figure 4.1 Evolution of the Number of EOC Compa#irsund the World
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Figure 4.2 Businesses Spread Throughout Continents
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Figure 4.3 Work Fields of EOC Compar
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The Foctare Movement expanded all over Brazil, with manart one hundre
social welfare projects run by the members (FoeoMovement website, 2011). In the
projects, the Focolare Movement plays the rolenofimbrella organization for many loc
regional ad international NGOs which strive for eradicatingverty. As in such socii
projects, the Focolare’s action embraces many smpibjects, that are supported loc:

and are a lively facet of community life of thosbayjoin the movement

Needless to say,attending to the needs of a vast and constantlanging
international community, whilst retaining that imacy of the heartt (Gold 2004) that
was created in Trent is not an easy task for thmlgoe Movement. Yet, this challen
lead to the flourishing of various local initiatsv&hose purposes are social integration

eradication of poverty, and the development ofriretionally recognized NGC.

° These NGOs refer to the roughly 1000 social prejeat by the movement mainly under the NGO I
Humanity (Category 2 consultative status in the Eddnomic and Social Counsince 1985), as well ¢
Azione per un Mondo Unito (AMU), which was foundedl986 and recognized by the Italian Ministry
Foreign Affairs in 1987. Azione per un Mondo Unétions at the development of countries and pec
focusing on developing natioirs addition to a focus on dialogue between peogpletiffering nations
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4.3 Economy of Communion, its Proposal and Strastur

Soon Lubich understood that the “communion of gdopracticed since the
beginning of the movement could not prevail ovetiaoand economic disparity on a
world scale. Such communion of goods, though warkimiracles at a local level, could
not affect a global economy and, moreover, didatatify the “nature of work and how
value is created and distributed within an industsociety” (Gold 2004). For instance, in
Brazil this action could not affect the main causésoverty, namely low wages and
unemployment. As many society organizations inrL&merica, the Focolare strived to

solve the problems caused by the economic system.

At the point, Lubich was convinced that the pnohes of the Focolare spirituality
had to pervade also business and industry to workhe root causes of inequality on a
structural level. In 1991, Lubich gave a speecimtambers of the Focolare Movement in
Araceli, Brazil and proposeth communion of goods which is at a superior levlst is,
to give rise to businesses and industries here raddhe Mariapolis, which would be run
by our people, who would put all the profits in ¢coan for the poor, having kept what is
necessary to keep the business runnirfgiibich 1991). In other words, this speech
defined the basis for the future EoC. In Lubichtsnking, these newly conceived
enterprises would provide more and more money égotomunion, by starting businesses
“that would be entrusted to competent people capatblmaking them work efficiently and
profitably” (Lubich 1999).

According to Sorgi (1991), three main conceptsstitute the EoC model. First,
“the formation of companies composed of many persamo put their capital in
common’”. Second;spirit of fraternity” , concerningjustice towards one’s employees’
a means for companies to become communities. Ttheddistribution of profitsiwhich
would be freely put in common with a view to therpaot only to help them survive, but
to raise them up to the full human dignity whichhsirs by right”. In these concepts we
can identify issues from Christian social doctnmgch sees the employees as STK in the
business — and accordingly attribute them the righéhare in the profits, participate in
decisions regarding the company and join as aslngeholders. According to Sorgi, the
influence of Marxist ideology had these elementgydtten, even by unions strongly
established on Christian social doctrine. Thoughtlu® basis of a different historical
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experience from that of the United States, the @@ymon’s supremacy in the U.S. and
global economies has often led tdpathological pursuit of profit and power{Bakan,
2004) just forgetting the public good. The EoC niadetherefore proposing something
new, as it devises a sharing of profits beyond dbeporate entity, having thus profits
“shared not only within the company but also outsaf it, between companies and, even

more importantly, with those in nee@3orgi, 1991).

Lubich received two honorary doctorates in ecomsmas a result of the EoC
project. However, she was not thinking of econothigory when she created it (Lubich
1999). Usually, economic models are grounded oarthand are to be tested in the “real
world”, but the inspiration for the EoC project engped from living spirituality and came
to life in the “real world”, and has since been thbject of over one hundred masters’

theses and doctoral dissertations.
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4.4 The EoC Guidelines and the Redistribution offiiar

One of the founding principles of the EoC is terease equality by making the
communion of goods productive. In other words hatdawn of the movement businesses
were started to increase the resources made aeaitatygiving clothing, food, shelter and
so forth to the members of the movement. Howevéh time the project extended to help
all the needy. To do so, business entrepreneuftsgviio participate in the EoC project

chose to share part of their profit with the Fooelslovement.

As previously described, the EoC takes place dureedombeing often called
“Economy of Communion in FreedomBusiness entrepreneurs freely choose to join the
EoC and remain proprietors of their companies; wnveg they can leave the project at any
time and no specific guidelines define how muchfipie to be shared. This voluntary
aspect of participation is necessary, from the pigw of the EoC, to make the project’s
goal of authentic “communion” possible. Sharing thesiness’ profits derives from
identification and free choice to take care ang Ipelople in need (Linard, 2002). Through
self-determination, each businessperson choogemtthe project and share as much of its
profit as his/her business, personal and familydaens will allow. However, to
participate in the EoC profit redistribution comstés a vital part of the enterprise’s
mission and is not, according to the Focolare Masmtinto be carried out only when

convenient, that is, when the business produce$ nvealth.

At the beginning of the movement’s story, the prefas to be subdivided into
“thirds”, literally. In 1998 an official documentefined the rule on the subdivision of
profits as follows:*The businesses have to be managed in ways thatpramote the
increase of their profits, which the business pedipéely decide to assign with equal
attention to the following: for the growth of theidiness; to help people in economic
difficulty, starting with those who share the cutwf giving; and for the diffusion of that
culture” (EoC website, 2008). The stress is on successidl @roductive business
management, the freedom of participation, and eretjual importance of the three goals,

considered equivalent in this respect.

First of all, capital reinvestment requires thatoation of the profit be reinvested in
order to promote the business (Lubich, 1999). Nes=dto say, businesses which operate

within the market clearly need to remain self-sustg and competitive, thus need that
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part of their profits be reinvested. This reinvestin supports business growth and
consequently promotes an increase in employmenarappties (Bruni, 2006), which the

EoC considers a fundamental instrument to fighduradity.

Second, profit redistribution is carried out inder to create new jobs and help
people in need, beginning with those wisbare in the spirit that animates the Economy
of Communion”(EoC website, 2011). In other words, giving a porof the profit to those
who barely survive is aimed at leading them toasesbf material self-sufficiencynaking
it possible for them to live with a little more dity until they can find a job, or are offered
a job in these very businessfsoC businesses]” (Lubich 1999). In the Focolsre’
perspective, the needs expressed by the poor asdeoed “gifts”, as the poor provide a
chance to help someon®ut of radical poverty and achieve a level of eoaomc
interdependencel(Lane, 2006). This understanding of the poor agteygral part of the
project implies a reciprocity, in which the busises donate their resources, and the poor
donate their needs. The EoC’s plan to create adweithout poverty is not grounded on
“a type of welfare, but a lifestyle of reciprocityhere everyone gives and everyone

receives”(Bruni, 2006).

It is important to stress how the EoC refuses ghternalism that traditionally
comes with charity. On the contrary, the EoC’s gagdrofit distribution supports the poor
and, at the same time, restores their dignity cimanthem from “recipients of aid” to
partners in the creation of communion through tleemtribution of needs without which

the EoC would not exist, therefore a valuable amgipus contribution.

According to Luigino Bruni (2006), many developrenlicies resulted ineffective
due to lack of focus on the response of recipieftaid, emphasizing th&tommunion
reciprocity is a way to fight poverty, becauseodtérs brotherhood, and only development
based on fraternity is fully human and long-lastingrotherhood’s development is visible
as recipients of EoC aid are always ready to hefpebody in a worse condition. Actually,
year by year many families, after receiving helpnirthe EoC,“make it known that they
are able to do without future assistance so th&tert can benefit from it(Ferrucci,
2002). In fact, recipients of aid can give backthe project in different ways. In this
respect, it is to be mentioned the case of a famégeiving EoC aid, which gathered
couples and youth in a similar condition and cawaitkd a group of six couples to have

regular meetings focused on their financial issaed how they could overcome them
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together; moreover, they reinforced the valuegatkfnity and solidarity in their family in
those hard times. Furthermore, a group of fortpagers was formed with whom the EoC
values such as the “culture of giving” were disedksin these different manners, this
family managed to give a valuable contributionie EoC'’s goals, fully participating in
the project. In Benites’ wordsif those who receive economic help do not givekhale
EoC does not achieve its objectivéBenites, 2006) of real reciprocity and communion.
The path followed by this family in educating yowthd couples on the EoC values points
out the goal of the third portion of the profit siidasion, which is dedicated to the
diffusion of the “culture of giving”.

This diffusion can be considered the EoC’s prattolution for overcoming
poverty and inequality, much more than a mere idigion of aid. In Bruni's words
(2006), “it is not enough to produce wealth and put it ianemon in order to overcome
poverty. This is the importance of providing imnagéeliassistance to those who are in
need, of creating job opportunities, and that evesy be formed to a culture of giving, a
culture of gratuity and sharing. When a needy persomes in contact with a spirituality,
he/she begins to change their mentality and todiveilture of giving. This is the moment
that they begin to get out of the vicious cyclenidfery, and life can then flourish, because
the encounter with a charism awakens the dignitgvelry person and his/her vocation to
love”. This third part of the profit subdivision is dégd to support the broad network of

the EoC companies all over the world.

By subdividing profits, EoC companies spread tloailtire of communion”.
Actually, ommunions a vital issue to the EoC, as the project higlallpes reciprocity. It
is very different from a charitable project wherealthy business proprietors just donate
some of their wealth to the “poor”, feeling and rizgiconsidered “charitable citizens”.
Furthermore, the EoC project does not end withstliedivision of profit, but is to take

place within the businesses themselves, mostlygira different style of management.

A fundamental goal of the EoC is in fdthe total transformation of the business
into a place of communion: a community of persof@dld, 2006), in which mutual help
through “all aspects of reciprocity” (Bruni, 2008) daily practice. Accordingly, the EoC
businesses become an example of the “culture oigjiv

In order to address the issue of standards anlitygurathe businesses, some basic

guidelines, centered on the spirituality of the dlace Movement, have been defined. Such
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guidelines are to support businesses participatiripe EoC, seeking to build the internal
environment in which “communion” can actually tgiklace. In 1997 a group of experts,
students, and business-people met in Rome to digbhesdevelopment and growth of the
EoC and composed a draft of these guidelines waiemot compulsory, but intended as
an “advice checklist” that business proprietors uaa to check how they measure up to
EoC standards.

The Mission, Vision, Core Values and Business @jey Principles and Beliefs
for EOC companies point out the good practiceshefEoC business network throughout
the world®. As the EoC’s Mission is to help establish ana lav culture of giving and
social equity through the work of companies ingpibgy the universal values of freedom,
equality, brotherhood and communion, striving teegrelief to poverty and support the
growth towards sel$ustainability by means of a fair redistributiondasharing of
resources and needs. The full text of these EoGetjnes in the latest version is available

at the end of this paper (Appendix 2).

9 The EoC guidelines here reported have been dravny the International EoC Commission in February
08, 2011 (Draft 7).
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4.5 An approach Centered on People

One of the crucial principles of the EoC guideding the project’s perspective of
the human being as an entity which can attainllimént by developing relations with
other human beings, rather than by acting indiMidtieally (Zamagni, 2004). EoC
companies call into question the common knowledgeafit as the only motivating factor
in business, striving to shift the focus of thaiisimess activity on the human being, rather
than on financial benefits. According to Luca Clivean economics professor at the
University of Lugano, Switzerland and a memberh& international Commission of the
Economy of Communion, the EoC is a path to “humation” of the market economy
(Crivelli, 2004). In Lubich’s words, EOC companigzopose as the very rationale for
their existence, to make economic activity a plaicencounter, a place of ‘communion’:
communion between those who have goods and ecoonppuctunities and those who do
not, communion among all those who are involvedifferent ways in the activity itself’
(Lubich, 1999). The EoC encourages“maulti-dimensional view of entrepreneurial
activity, where efficiency has its place but is tlwe only factor that counts{Crivelli,
2004). In the everyday practices of EoC businessescan see an added value to the
business models, consisting in giving, solidariggiprocity, gratuity, spirituality and a

sense of communion which inspires and fosters g hevader communication in business.

As previously noted, people are the main assetamomic and social activities: the
capital, finance or technology are not as fundaaldm¢cause only human creativity can
generate innovations that allow development indiff times. At present, we are realizing
that firms can grow and be leaders in the globahemy when human capital is at work
and represents reality according to a differenspective. Actually, people’s intelligence
is to be considered the only key to innovation andsequent creation of value. Such
concept is clearly expressed by the words of Cadtianeo, a renowned Italian economist
of the 19th century: There is no job or capital that does not begin wah act of
intelligence. Before every job, before all capital . it's the intelligence that begins the
work and stamps the character of wealth info As the EoC’s perspective sets people in
the core of business, innovation drives compamigedduce goods with value. Therefore,
innovators obtain profit, which is shared with athdn this manner, the culture of giving

and reciprocity supports and sustains the relatipnsith people.
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4.6 The Category of “Love” in Economics

The EoC faces a challenge, that is to find a pfacdove within the economic
domain. Needless to say, the EoC project can bg tuiderstood only through the
category of love, seen as a feeling of brotherhoodsersal good will and a deep concern
for people. This should not emphasize its sentialemt psychological issues. Conversely,
love should be, in the EoC perspective, more tharerempathy or fellow-feeling -terms
which economists such as Adam Smith tend to dubstio “love”™- in order to find a full

expression of one’s opening up to others (Lina@d3).

We could argue that placing love at the centeeaainomic life is a revolutionary
belief, really against the current. In fact, maieam economic science considers people’s
motivations deeply rooted in self-interest, or ire twords of Guicciardini, the famous
Italian writer of the XV century, “mio particularef.e. my own good (De Sanctis, 2006).
“The hypothesis that the individual is motivated fpgrsonal interests has become the
dominating thought in economics today, and it heterobeen considered an adequate
explanation both of human behavior and the efficlehavior of the market economies”
(Sen, 2001).

On this basis, necessarily market relations vélhieutral, finding no place for love
or for hate in the economic domain. Some econonaatsof sheer realism leave love
outside of business, since they consider it usetestser, given the “fact” that people in
business act out of self-interest and not out @&l place for love is found under the
form of philanthropy, in a secondary role; however,everyday productive business
dynamics, love is considered out of place, totalgppropriate (Linard, 2003).

“But what about the alternative analogy that eqegtove, benevolence, and public
spirit to a skill that is improved through practiemd atrophies without it? like the ability
to speak a foreign language or to play the piarfeese moral resources are likely to
become depleted and to atrophy if not us@dirschman, 1984).

In the EoC’s perspective, as previously mentiohede is seen as a deep concern
for the other as a person and becomes a powerftivational force of the same or even
higher importance compared to self-interest witthia market: in short, love matters in

economic life. In other words, self-interest isehanderstood as happiness, whose nature is
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— according to Aristotle’s Nicomachean Ethics -galrxical and can only be achieved as a
by-product of seeking for the happiness of othéms.other words, happiness has a

relational nature: it is possible to be rich aldmet, we need reciprocity for being happy.

Economic thinking tends to mix up reciprocity withet concept of exchange of
equivalents; actually, these two categories diffethat “the exchange of equivalents is
impersonal, instrumental and conditiongBruni and Zamagni, 2004). On the other hand,
“Relations of reciprocity, instead, presuppose kmowledge of the identity of the other,
need genuine (non-instrumental) concern for theeigrand cannot be fully conditional.
This kind of reciprocity can be considered to beosyymous with communion. This kind of
reciprocity can be considered to be synonymous wothmunion, intended as a way of
understanding and living out social behavio{Bruni and Zamagni, 2004 he EoC'’s
principle of reciprocal love is visibly expresseg breely choosing to share profits;
moreover, in everyday decisions such as employingke&rs who do not guarantee an
adequate economic return, or behaving with confideand trust toward suppliers or

customers even in hard times, when it may be risky.

Giving or doing things for free is not what the@Eperspective intends by love-
communion: actually, it is also necessary to exp@®e’s role - as a buyer on behalf of
others, as supervisor, as administrator of camtdatusted by another — in a personal
manner. Out of love, even in market relations —allguconsidered instrumental,
anonymous and self-interested — we can carry digracin a personalized, other-oriented,
gratuitous fashion. It can take the form of suppgria supplier in difficulty — of course,
without putting one’s business (owners, creditard amployees included) at stake - or
finding a new, less profitable solution, which wautot require a personnel reduction
(Linard, 2003).

The words of a Filipino business manager can lglekscribe this proces$Some
time ago we discovered that one of our men workinghe distribution section had
difficulty in carrying out his job because he wasimg trouble with his eyesight. He didn’t
want to tell us this out of fear of losing his jMe understood that he needed to work in
order to support his family and we found a solutidhle transferred him to a new

warehouse where he is now working proficiently”.
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What is the most striking is that EOC companiemg out this “culture of love” do
it in the actuality, producing and selling goodsl aervices in today’s globalized market
economy: they do not operate in "the best of afisgde economies”. A remarkable issue
is that in the past people who chose to operagzamomics through love — for example,
charities, non-profit organizations, NGOs and faatiwmhs — worked outside of the market.
The EoC'’s perspective integrates the ideas ofditeend communion inside the economic
market: a multi-faceted market, not only a place Hgh-level performance, but for the

practice of reciprocity, love and brotherhood adl.we

In this respect, the renowned Italian economisheBietto Gui, quotes Arrow’s
famous sentence... much of the reward from social interaction igrimsic" (Arrow,
1999). In other words'one of the outcomes of social interaction does mside in what
this can be instrumental to (advantageous transastior the accumulation of human
capital of any sort) but in what is enjoyed (orfeutd, if the communicative/affective side
of the interaction is unpleasant) during the intian itself — a peculiar form of

‘consumption’. This class of outputs of encounters, otherwisgcaounted for, has been

categorized as “relational consumption goods” (& Sugden, 2005).

To take into explicit consideration the relatiomansumptions goods can affect
dramatically the decision-making in firms, familiesd the state as well. Personalized
interactions become peculiar productive processeghich human and non-human inputs
combine in generating different kinds of outpugJig aside those of a more materialistic
nature, we can focus on relational goods, immadtassets which are relation-specific and
inseparable from the relation itself. These assettude issues such as '‘company’,
‘recognition’, ‘entertainment’ (not to be forgojtpossible 'relational consumption bads’);
and accumulation of 'relational capital goods'lechblso relation-specific capital (Gui and
Stanca, 2010). These relational goods can actuadliye the future encounters between

communicative-emotional subjects and entities npooeluctive.

The challenge that the EoC invites all of us ta imulti-dimensional economy and
economics, i.e. an economy rooted in life, whexe land reciprocity find a place not only
in family, affective and spiritual life, but also the domain of work and business. An
economic activity willing to offer its contributioto well-being, to help people and to
“flourish”, in Sen’s words (Sen, 2001), through eval goods, will prepare a fit place for

the dimension of gift, love, and communion (Gui &tdnca, 2010).
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The EoC's perspective reminds us that a culturgrofit-maximization creates
wealth but does not produces happiness. The probfehappiness can find a solution
through a reinterpretation of the concept of ecopamd economics. As we spend most of
our lives in economic organizations in a world whenost of our time is dedicated to
economic affairs, we are required to solve the lgrabat that level, in order to find a
possible way to make people happy (Linard, 2003).
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Chapter V

An Experimental Study about the EOC Project

“We can attribute poverty two meanings. The firsteois to

consider it a virtue, a choice of life centeredsmbriety and on the
gift of oneself to others. The second meanintsinagative facet,
misery. This is an unwanted state of necessity hiclwhuman
dignity is abased. Economy of Communion is a wagggonding
to the world’s poverty through a new culture, thmulture of

giving’, whose main purpose is to put the persorthat core of
social relations, and gratuity as a means of intti@n”.

L. Bruni

More than 7,000 people and families all over thealavgarticipate in the EOC
project in a relationship of basic reciprocity. th&ords are precious in that they make us
realize how communion and sharing can change ecgrama human relationships to the

better. The following quotes can remind it to Us al

“Since the project to help people in need bedaalways contributed with great
joy. | never imagined that one day | would find effyamong those in need of help. This
year | cannot give my contribution; | can only coomtate my needs with the certainty
that in front of God both things have the same ezalhoth are ‘giving’. | experienced that |

am part of a big family in which sometimes we gind sometimes we receive” (Brazil).

“The financial aid that | received allowed me tonctude my studies and to get to
know the lifestyle of an EOC business. Since thremy things have changed inside me.
Before, | had a deep hatred for rich people. | thloithat they didn’t care about the poor
and that they only cared about themselves. Todaggdérstand that love put in practice in

a business changes everything” (Philippines).
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5.1An Overall View of our Sample

Our sample consists of 34 firms renowned for bémerested in social issues and
CSR, 19 from Europe (almost all from the Northend &iddle Italy) and 15 from extra
European countries. In Table 5.1, 5.2 and 5.3 we lsummarized the features of our
sample. We have recruited the sample companiegiirgy via e-mail the questionnaire
(Appendix 3) to 130 companies, found either througternet search (in a databdse
specifically collecting companies interested in poyate responsibility) or through
personal acquaintances of the writer. It must be et only 26% of the companies that
received our questionnaire chose to respond toemurest.

We have designed all the figures and tables irffdh@wing sections (Figure 5.1 to
5.18 and Table 5.1 to 5.11), using the informagathered from the questionnaire.

Table 5.1 Answering Sample Companies All oveitbdd

Percentage of
_ Number of Number of Percentage of _ _
Geographical _ ) _ _ answering companies
answering | questionnaires, companies out of 34 _ _
area _ _ out of questionnaires
companies sent answering
sent
[talian 17 22 50% 77%
European-non
_ 2 23 6% 9%
ltalian
Extra-
15 86 44% 17%
European

In Table 5.1 it is summarized how our sample idetli both European and extra-
European countries and in Table 5.2 the Italiamgithave been divided into two groups
according to the area of provenience. In the samuiefirms from Southern Italy have
been included, as the 2 Southern Italian companegontacted did not return us the
questionnaire. In fact, the response of Italiaméirwas in proportion (see Table 5.1) quite
high, much lower from extra-European and almostxigtent from other European

" The database from which most of the sample coregdrive been collected is Business Network
Economy of Communion, at the website http://www-&do.org/.
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countries. Moreover, the response from Northerly ieas in proportion very high, and

quite high from Middle Italy, as summarized in Tabl2.

Table 5.2 Answering Sample Companies in NorthachMiddle Italy

Number of Number of Percentage of | Percentage of answerin
Italian Area answering guestionnaires | companies out of companies out of
companies sent 17 answering guestionnaires sent
Northern
12 13 71 % 92%
Italy
Middle
5 7 29% 71%
Italy
Southern
0 2 0% 0%
Italy

g

In Table 5.3 the size of comparifiess summarized as follows: the majority of the

firm (28) are of small size, representing the 82%the total amount of companies

analyzed. Then we have a little percentage of nmediize businesses, the 15% and only

one large company. As shown in Table 5.3, the mespdrom either small and medium

size companies was only 28 and 24% respectively.

Table 5.3 Size of the Sample Companies

Number of Number of Percentage of | Percentage of answerin
Size answering guestionnaires | companies out of companies out of
companies sent 34 answering guestionnaires sent
Small 28 100 82% 28%
Medium 5 21 15% 24%
Large 1 9 3% 11%

12 Companies have been categorized as small, medilange on the bases of the number of employees
according to the Italian classification, as follo\) small: less than 50 employees; (2) mediuss than
250; (3) large: more than 249 employees.
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Figure 5.1 Size of the Sample Compa

Size of the Sample Companies
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Our sample consisted of companies from differeetdf, namely agricultur
commerce, manufacturservices and other. In the “Other” group we caunl fusinesse
operating in the publishing field, metallurgy, gahzing, trading, circulation marketir

sales and distribution of international and loaablcations

Table 5.4 Field of Work of the Sare Companies

Percentage of
Number of Percentage of _ _
_ _ Number of _ answering companie
Work field | answering ) _ companies out of 34 ) _
_ guestionnaires sent ] out of questionnaire
companies answering
sent
Agriculture 2 8 6% 25%
Commerce 1 30 3% 3%
Manufacture 6 19 18% 32%
Services 20 47 59% 43%
Other 5 26 15% 19%
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Figure 5.2 Field of Work of the Sample Compe
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As described in Table 5.4, most companies whicparded to our request we

from the Services work field representing the 5%%he total amount of the firm

Table 5.5 Types of Sample Compa

Percentage of companies oui34

Type Number of companies _
answerin
S.rl® 17 50%
Sp.a’ 9 26%
S.n.c?® 2 6%
Sole ownership 6 18%

13.35.r.l. is very similar tdimited liability compan: (LLC) which is a flexible form of enterprise t blends
elements of partnership and corporate structutés.d legal form ocompanythat providedimited liability

to its owners.

14'3.p.a. is very similar to joirgtock company (JSC) that is a type of corporatiopartnership involving
two or more individuals that own sharesstock in the companyCertificates of ownership ("shares")
issued by the company in return for each finanmiaitribution, and thshareholderare free to transfer the

ownership interest at ariyne by selling their shareholding to oth

5S.n.c. can be assimilated to Incorporated (Incidlical form, which is a S type socie
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In Table 5.5 the juridical form of the sample comiga is summarized, L.L.C
(S.r.l.) being the most common (50

Figure 5.3 Type of Sample Compal

Types of Companies
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S.r.l. S.p.a. S.n.c. Sole ownership

5.2 The Questionnaire

The questionnaire sent to the firms was formuldtedhe writer and consisted
two sections. The first section included an infatiiiea introduction on companie
features. In particular, the work field, the sizeldhe European or ex-European country
of the firm.

The second section of the questionnaire investigtite practices and tools of C!
and STK engagement. Some items were of a multiptece type; the majority of iten
used a Hpoint Likert scale. It was also present a < answer item, to gather informati
on the concept of “STK engagement” in the firmstg
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5.3 Questionnaire Analysis: FilSection

In the first section of our questionnaire, the imiewees reported about CSR to
and practices, as summarized irgure 5.4, Table 5.6, and Table 5.7 subdividing
companies according to their geographical aredaiinah, from Northern or Middle Ital
and extra European. As only two companies from geiranswered, leaving aside
Italian ones, we considered thilight number of subject not sufficient to carry ary
specific evaluation. Consequently, European -ltalian companies have not be

mentioned in all the following tables and figu

Figure 5.4 CSR Tools anddttices

CSR tools
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One of the questions includdn the questionnaire asks whether the compar
adopting practices/tools for CSR activities and@hnering to international standards. M
firms responded affirmatively and the results armmarized as follows: 19 compan
follow the guidelines for jactices and toot8 for CSR activities; 12 firms adopt Soc
Report and 8 firms Environmental Report. Regardintgrnational Standards, only
company adopt SA8000 Standard; no one the AA100BS,GGRI and, GLOBAL
COMPACT Standards. In Table 5.6, it isown how Northern Italian compani

implement more numerous tools, and more frequehdlg Middle Italian one

®The CSR tools, as recorded in the Item 5 of thestiprenaire, include the following categor
(1) focus group(2) customer satisfaction questionnaire; (3) s@pplonvention; (4) customer conventis
(5) employee meeting; (6) employee social rep@tci{imate analysis; (8) monitoring tools; (9) atl
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Table 5.6 CSR Tools Implementing in the Italian @ar@ompanies

NORTHERN ITALY MIDDLE ITALY ITALY

CSR TOOLS | total % total % total %
CSR 5 15% 2 6% 7 21%
goc'a' 6 18% |0 0% 6 18%

eport
Environmental 1 3% 0 0% 1 3%
Report
International 0 0 0
Standards 2 6% 0 0% 2 6%

Table 5.7 CSR Tools Implementing in the Extra-Baam Sample Companies

EXTRA-EUROPE
CSR TOOLS total %
CSR 11 32%
Social Report 6 18%
Environmental Report 7 21%
International Standards 2 6%

In the “Other” group we found 4 companies adhertog the Economy of
Communion Guidelines; furthermore, one decided istridute part of the profit to a
Solidarity Found. Another Brazilian company adhdmethe ABNT (Associacao Brasileira
de Normas Técnicas), which is the Brazilian NatioB&ndards Organization, i.e. the
normative body which is responsible for technidahdards in Brazil, aimed at promoting
technological development in the courfryAnother firm reported to be adhering to 1SO
9000, which is a family of standards related toligpgananagement systems and designed

to help organizations ensure they meet the needsisibmers and other STK. Another

YInformation gathered from http://www.abnt.org.lefault.asp
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company conforms to Oeko-Tex® Standard 100, a d¢lbaniform testing and
certification system for textile raw materials,anmhediate and end products at all stages of

productiort®

Table 5.8 Categorization of Stakeholders

Stakeholders Number of companies Percentage of moegp
Shareholders 20 59%
Donors 6 18%
Customers 29 85%
Suppliers 16 47%
Local Community 13 38%
Competitors 12 35%
Public Administration 6 18%
Employees 22 65%
External Collaborators 15 44%
Other 5 15%

Subsequently, we carried out a statistical anaglysadculating the correlations
between items and identifying relevant factors TKSengagement and CSR. The data
were submitted to correlational analysis using bboft Excel. Quite high correlations
between several items emerged and are summarizgdure 5.7 to 5.18. The correlations

among factors have been also represented in Pglige

A possible preference of CSR tools in relationitm fsize was hypothesized, but no
interesting correlations emerged, though a sligefegpence for the use of International

Standards was found for large companies, as welltaadency to avoid it for small firms.

'8 Information gathered from http://www.oeko-tex.com
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In Table 5.8, we have illustrated which STK are stdared as such by the compar
management (the total of percentages is higher 10886, as managers mentioned
than one type of STK).

Figure 5.5 Categomation of Stakeholde

Categorization of Stakeholders

837

70 + 59% 65%

44%

35%

As it could be expected, most enterprises repantstomers (89%) and employe
(65%) among STK; less frequently, shareholders (5%%6ppliers (47%) and exterr
collaborators (44%) have been mentioned. This eaquite undetandable, since sevel
companies in the sample were either small sizee“pobprietorship” firms or “services
thus often did not have shareholders or externBhtmarators. Some had no suppli

either.

Only 5 firms specified “Other” types of STK, namefgveryone”, student:
recipients of donation programs or of volunteer kvoin the same section of t
guestionnaire, a firm’s top manager answer‘l believe they are everyone who
somehow connectedttv the company or benefits from the company’s afp@n in some

way”.
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A firm's lawyer affirmed:“l have shared with other lawyers about the EOC
guidelines. My manner of working with everyonegpgs] court, clerks, lawyers’ offices

has changed with my living the spirituality of Wriit

The interviewees have also been requested to ¢indar STK by importance, as

summarized in Figure 5.9.

Table 5.9 Stakeholders by Importance

Least Of little Of medium Important | The most

important importance importance important
SHAREHOLDERS | 35% 24% 6% 9% 26%
EMPLOYEES 3% 9% 15% 41% 29%
CUSTOMERS 6% 0% 24% 38% 35%
SUPPLIERS 26% 29% 35% 9% 0%
SOCIETY 29% 38% 21% 3% 9%

As shown in Table 5.9, the companies’ answers tatimudifferent types of STK
were very scattered. For the majority of the bussee analyzed, the most important
category of STK was found to be the customersaot, fas we can see in Table 5.9, 12
companies, representing the 35% of the total sagrmoptese them as key STK (first level of
importance) while 13 firms, corresponding to 38%tloé sample assigned them to the

second level of importance.

This first finding can be considered as quite mtadhle, because all companies
need a very good relationship with their client®ider to respond to their needs and meet
their expectations.

The second STK category by importance includesethployees of the company,
another central group with which the company hazlate, actually mentioned at the first
level of importance by 10 enterprises, represerttieg29% of the total sample and by 14
firms (41%) at the second level of importance. 8halders and suppliers share a third

position by importance in the firms’ eyes with a, 9% the company’s survival depends on
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their investment of capital and supply of goodsedless to say, some firms mentioned as
the least important type of STK the shareholdesslpecause small firms do not have any.

It is interesting to notice how society has betnbaited at the first or second level
of importance respectively by 9 and 3%, a very gpsénting finding; consistently, the
percentage of firms which attributed it to the teas little level of importance is
respectively 29 and 38%.

The questionnaire included also a short answaer iitewhich the interviewees were
asked to briefly define their idea of “STK engagetheOnly 15 out of 34 organizations
answered and we organized this information accgrtbrfour categories, as they emerged
from the textual material. Each category's headm@ short sentence from the firms’
answers that we found expressive of the differaoets of the “STK engagement” concept

and is followed by a quote from the managers’ answe

“Keep the customer satisfied”

“STK engagement is vital for achieving the finalafgp of customer satisfaction

and firm’s growth and development” (ltaly).
“Relationship building”

"We try to create brotherhood relationships with roemployees and their

families” (Brazil).
“Minimum is fairness”

“Minimum is “fairness”, in most cases thinking, &ug, deciding for more than
just fairness, more optimizing for the common go@dungary).

“Engagement is participating”

“An engaged worker is a worker who is fully mote@tand enthusiastic about
his/her work and the impact it has in his/her argation and society at large”
(USA).
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Figure 5.6 Categories of Stakeholder Engage!l

Stakeholder Engagement
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5.4 Questionnaire Analysis: Seconection

In the second section of trquestionnaire a set of 11 items investigated
importance of STK and the use of STK engagemenesys The answers to these ite

have been outlined item by item, as follc

ltem 1: RELATIONSHIF

“Does your company believe that the relationshiphvall the STK that collaborate in tf

business is important?”

Figure 5.7 The Importance of the Relationship v@takeholders in the Busin
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According to the firms’ answers to Item 1, the tielaship with all STK is
considered important by the managnt of most sample companies, always (71%) o

least, frequently (29%).
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Item 2: INVOLVEMENT

“Is your company aware of the STK involvement systethe business processe

Figure 5.8 Stakeholder Involvement Sys
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ltem 3: FORMAL EVALUATION

“Does your company implement formal evaluation eyst for the relationship with all tt

STK that collaborate in the business (questionnaireetings and so forth~

Figure 5.9 Formal EvaluationyStem
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According to the firms’ answers to Item 2 anithe companies are aware of -

STK involvement systems and most firms implemeatrttas wel
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Item 4: DECISIONS

“In your company, are you looking to involve notlyshareholders and investors, t

r

employees, suppliers and customers in strategicoperational decisions”.

Figure 5.10 Involvement of Stakeholc
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One out of four companies involves all STK almdsiags, about one out of two does
frequently. Only one company out of the 34 samplegadly did not involve as ST

employees, supm@rs and customers and also one out of four didlyt @arely

Item 5: TOOLS

“Which one of the following tools are you usin

Item 5 required the interviewee to chose one oremammong several optiol
(included “Other”) about which tools the firm u: in order to involve STK. The optior
are the following: focus groufcustomer satisfaction questionnaire; supplier cotige;
customer convention; employee meeting; employegaloeport; climate analysis ar

monitoring tools.
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Table 5.10 CSR Tools - Italy

NORTHERN ITALY MIDDLE ITALY

Item 5 total % answering total % answering
focus group 4 12% 2 6%
customer satisfaction questionnai| 2 6% 2 6%
supplier convention 2 6% 1 3%
customer convention 2 6% 3 9%
employee meeting 8 24% 5 15%
employee social report 1 3% 1 3%
climate analysis 2 6% 1 3%
monitoring tools 3 9% 3 9%
other 2 6% 0 0%

Figure 5.11 a CSR Tools Implementing in the NoriH&alian Sample Companies
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Figure 5.11 b CSR Tools Implementing in the Midtiikan Sample Companies
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Figure 5.11 ¢ CSR Tools Implementing in the Italtample Companies
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Table 5.11 CSR Tools — Extra-Europe

EXTRA-EUROPE

CSR tools
total %
focus group 6 18%
customer satisfaction questionnaire 11 32%

supplier convention 4 12%
customer convention 4 12%
employee meeting 13 38%
employee social report 3 9%
climate analysis 6 18%
monitoring tools 8 23%
other 5 15%

Figure 5.12 CSR Tools Implementing in the Extradpaan Sample Companies
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In the “Other” category thcompany’s managers mentioned various activitie
tools for STK engagement. Such activities could rbeghly attributed to two aree
“leisure” (2 to 4) and “professional” (5 and 6).dlngue can be a profitable activity botr

the professional and leisutime

In the “Other” category, the managers mentioned fil®wing tools for STK

engagement:

(1) dialogue;

(2) developing relationships based on frater

(3) sharing “fun” activities, like attending sp@ames, or going to the thea
(4) birthaay and wedding parties to generate a “family” feg

(5) monitoring meeting;

(6) peer review;

(7) surveys.

Items 6, 7, 8: PRACTICE EFFECTIVENE

“Have you seen improvements in the relation withpdiers, customers and/or employ:

after the applicabn of these practices’

Figure 5.13 Effectiveness of Practices on StakeadrelRelationshig
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Item 9: LONG TERM PERSPECTIVE

“Will you continue to implement, if you already dbese tools?

Figure 5.14 LongFerm Perspectives in Implementing CSR -

[ V174
JU/0

50% - NEVER

40% - RARELY

30% - = ONCE IN A WHILE

20% - m FREQUENTLY

10% - o B ALMOST ALWAYS

0%

According to the firms’ answers to Iltem 6, 7 anda8/ast majority of the samg
companies acknowledged improvements in the relatwith suppliers, customers a
employees, about one out of two for customers amgl@yees. This finding can leasily
related to the high number of firms which devised continue implementing ST
engagement tools on a steady basis (50%) or, si, firaquently (35%), according to t

managers’ answers to Iterr

According to the firms’ answers to Item 10, thenagement used compan
resources to promote all STK’s interests on a stdmsbis (29%) or, at least, frequer
(38%), as shown in Figure 5.15. Needless to say,filding can be easily related to 1
really high number of firms which found it worto invest on promoting STK interests
a steady basis (41%) or, at least, frequently (38%¥&arly, managers who invested

promotion of STK activities, even sporadically, faLit rewarding, as in Figure 5.:
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Item 10: EXTENDING PROMOTIO|

“Have youever used company resources to promote not onlgttheeholders’ interest bi

also other STK'?”

Figure 5.15 Use of Company’s Resources to PromiateeSolders Interes
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Item 11: COSTS AND BENEFIT

NEVER
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B ALMOST ALWAYS

“In your opinion, is it worth carrying the cosassociated with the support of the varic

STK for their effective involvement in the I-term company and society benef

Figure 5.16 Supporting Stakeholders InvolvementhésBenefit Worth the Co:
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5.5 Correlation Analysis and Key Issues

A correlational analysis of the answers to thengevas eventually carried out; in
the following section, the items which exhibitecytni (>0.70}° or middle correlation
values have been listed. We reported the corogladimong items in an item by item

fashion, also registering the specific correlatioefficient.

In order to allow an easier consultation and ustaeding of the correlation
among the items, we have also reported the tegtol item involved. Correlations have
been registered once in the list, that is, a catie@ between Item 2 and 7 has been
reported just as 2 to 7 and not vice versa (cdrogldetween Item 7 and 2), as we thought

it useless and repetitive.

We decided to consider “high” the correlations sda@orrelation coefficient was
higher than 0.70 and “medium” if between 0.50 ar@POLower correlation coefficients

have not been taken into consideration and haveeawt registered.

ltem 1<-> Item 9 (0.52) and Item 11(0.53)

Item 1 (Does your company believe that the relationshiphvaill the STK that
collaborate in the business is importangXhibits a medium correlation coefficient with
Item 9(Will you continue to implement, if you already tlegse tools?§0.52) and Item
11 (In your opinion is it worth carrying the costs asgated with the support of the various

STK for their effective involvement in the longytezompany and society benef{tb3).

ltem 2> Item 6 (0.73), Item 7 (0.59), Item 9 (0.57)dtem 10 (0.71)

Item 2 (Is your company aware of the STK involvement systethe business
processes?)exhibits a high correlation coefficient with Item @dave you seen
improvements in the relation with suppliers aftee tapplication of these practices?)

(0.73), Item 7(Have you seen improvements in the relation witbtauers after the

19 The following formula was used to calculate therefation coefficient:
2 (x—x)v-)
X -0 Y -y

Correl(X.T) =
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application of these practices(®.59) Item 9 (Will you continue to implement, if you
already do, these tools(®.57) and Item 1@Have you ever used company resources to
promote not only the shareholders’ interest bubalther STK'?Y0.71).

Item 3<- Item 8 (0.52)

Item 3 exhibited a medium correlation coefficiemth Item 8 (Have you seen
improvements in the relation with employees after application of these practices?)
(0.52).

Item 4& - Item 7 (0.56), Item 8 (0.61) and Item 9 (0.57)

Item 4 exhibited a medium correlation coefficiemth Item 7 (Have you seen
improvements in the relation with customers aftes application of these practices?)
(0.56), Item 8(Have you seen improvements in the relation witlpleyees after the
application of these practices®).61) and Item gWill you continue to implement, if you
already do, these tool$70.52).

Item 6< - Item 7 (0.71), Item 8 (0.51) and Item 10 (0.67)

Item 6 exhibited a high correlation coefficientthviltem 7 (Have you seen
improvements in the relation with customers afteg aipplication of these practic8s
medium with Item 8Klave you seen improvements in the relation withleyeps after the
application of these practicesq10.51) and Item 1QHave you ever used company
resources to promote not only the shareholdergreggt but also other STK'?).67).

Item 9< —>Item 10 (0.50) and Item 11 (0.59)

Item 9 exhibited a medium correlation coefficievith Item 10(Have you ever
used company resources to promote not only theebloéders’ interest but also other
STK'?) (0.50) and Item 1{n your opinion is it worth carrying the costs asgted with
the support of the various STK for their effeciiveolvement in the long-term company
and society benefit?p.59)
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The key issues from the items have been reprabdantd=igure 5.17 and the
correlation coefficients have been reported as,webviding an overall outline of the

interactions among the key factors.

Figure 5.17 Correlations among Answers to ltems

PRACTICE
EFFECTIVENESS
SUPPLIERS
Item 6

EXTENDING
PROMOTION
Item 10

FORMAL
EVALUATION
Item 3

PRACTICE
EFFECTIVENESS
CUSTOMERS
Item 7

0.5

LONG TERM
PERSPECTIVE
Item 9

PRACTICE
EFFECTIVENESS
EMPLOYEES
Item 8

DECISIONS
Item 4

COSTS AND
BENEFITS
Item 11

RELATIONSHIPS
Item 1

Source: personal elaboration

Some of the key issues exhibited quite a high/omadiorrelation coefficient with
three or more of the other factors. Then, we cared them as “centers of attention” to
which further study will be possibly addressedthaes emerged more frequently from the

managers’ answers. In other words, this findinggesgted us that their importance is well
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present to the companies’ management and can b Wweing investigated in depth in a
further study.

Figure 5.18 Identification of “centers of attentibn
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Source: personal elaboration (the darker shadedatis a higher relevance of the issue)
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In Figure 5.18, the issues which exhibited a highenber of correlations and/or a
higher coefficient of correlation have been hightegd with a darker shade of color,
whereas those who correlated with fewer issuesoarad/a lower correlation coefficient
have been colored with a lighter shade of bluestiri/hite, according to the diminishing

“importance” of correlations.

From Figure 5.18, we can see that the three issuesh exhibit both many
“correlation arrows” and high correlation coeffiocise are Involvement (Item 2), Long
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Term Perspective (Item 9) and Practice Effectiverfagppliers (Item 6). On this basis, we
can suggest that managers are quite well infornbedtaSTK involvement systems (ltem
2) and feel deeply the issue of STK engagemenheénlang run (Item 11), planning to

continue implementing STK engagement tools. Besitiesmost improvements which the
managers acknowledged after tools implementing tplaice in the relationship with

suppliers (Item 6) and, with just a little lowegdires, with customers (Item 7).

It is interesting to notice how the managers wiifirnaed to believe in the
importance of STK engagement, plan to continue éemgnting STK engagement tools
and also consider worth carrying the costs of Sii%ivement (Item 1 correlating with
Item 9 and Item 11), as they believe such actwit@warding. This last finding, though
correlation coefficient are in the “medium” levepens up a favorable perspective on STK

engagement.

We would suggest that it carries hope for a futin@adening and deepening of the
net of relationships between firms and STK. Ourhwis that a “virtuous circle” will
develop as well, where more and more companiesentkr into this new relational and

collaborative scenario.
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CONCLUSIONS

The Attraction of Modern Times

"This is the great attraction of modern times; tenptrate to the
highest contemplation while mingling with everyoore person
alongside others. | would say even more: to loseseli in the
crowd in order to fill it with the divine, like agre of bread dipped
in wine. | would say even more: made sharers of'&plns for

humanity, to embroider patterns of light on thevedp and at the
same time to share with our neighbor shame, hungeubles,

brief joys. Because the attraction of our times,oéall times, is
the highest conceivable expression of the humanthedlivine,

Jesus and Mary: the Word of God, a carpenter’'s gbe; Seat of
Wisdom, a mother at home."

C. Lubich

As relationships between firms and a broader rafg8TK develop and become
usual practice for most companies, their commuitioaimight evolve into fruitful
dialogue. Greater dialogue between firms and STK kapefully lead to develop also
reciprocal understanding, respect, and longer-tssmmitment “for the common good”.

Greater transparency will ingenerate public trostausiness as well.

However, as the public comes to expect more ang mansparency from business,
organizations that cannot offer it will probably te target of public criticism.Research
on corporate reputation supports the logical coat&n between corporate reputation and
financial performance. Companies whose long-terpecilve is sustainability should not
ignore this link. It is not a huge leap to propabat comprehensive transparency will
become a critical competitive factor for businesgamizations of the future{Logsdon

and Lewellyn, 2000). Moreover, it is important te kemember that the nature of EoC
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itself requires an implementing of CSR standardd eommitment to their STK on a
voluntary basis, and this will affect all its preses.

To summarize our study’s findings, a few word abibxt sample and the search in
a critical eye. In fact, we recruited our sampl@inon-random manner, and obviously this
affected the results. It should be considered #ue that, being the study’s focus was on
EoC , the recruitment was carried out either frospecific EOC companies database or by
word of mouth, and always aimed at finding entesgsi which were already informed,
interested and/or implementing tools and activifies CSR and STK engagement. The
most relevant STK at the firms’ eyes are customamgployees and shareholders, leaving
society a role of little importance, according to sample.

The CSR practices implemented by Italian compawiee the employee meeting
and, with a lesser figure, the focus group. NoriH&lian companies, however, exhibited a
higher rate of implementing and also a higher fgthhan Middle Italian ones for both
employee meeting and focus group. Extra-Europeampeaies were found to implement
more numerous practices and with a higher figureamparison with Italian firms. The
favorite practices that they singled out were foumde the employee meeting and the
customer satisfaction questionnaire in almost oompany out of 2 and out of 3
respectively, and the monitoring tools in one oubdirms. In fact, there were evident
differences between the practices in Italy and aekiropean countries, suggesting a

context-effect.

Summarizing all the findings of this study, firsewobserved that the companies
which chose to participate by answering our requeste small/medium size and from
Italy, especially from the Northern area. Furthduring the sampling phase we realized
that the lack of large Italian companies in our gmvas actually depending on the lack of
Italian firms involved in Economy of Communion afiies as well. Second, we found out
that companies which implement CSR tools, prefer $iocial Report in Italy, in extra-
European countries both the Social Report and therédhmental Report , in a 1 to 5 ratio.

The International Standards are scarcely implendentéhe whole sample.

The correlational study provided us with an ovewiof the relations between
factors emerged as relevant from the questionrdata. According to our finding, the
managers considered as “centers of attention”d@bedf being aware of STK engagement

systems which correlates with improvement of thiati@ens with especially suppliers,
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employees and customers and with the planning afiraee implementing such practices.
A further factor involved was spending companysds to implement STK activities.

Eventually, we are to conclude with a personal mkm®ur belief about the
implementing of CSR tools is that firms which entisbl themselves with labels and
certified standards and activities may not necédgdae the firms which treat fairly their
employees and workers. Quite often, it may happan firms which do not exhibit any
special label or standard carry out less evidetivides, hold employee meetings and
similar, practicing CSR and STK engagement in aemfactual, practical manner of

implementing the EoC model.

This practical, down-to-earth manner is in our eyeslowed with a special
brilliance, conveyed by John Mundell’'s word$here are many, many business owners in
the world, and many sociallesponsible companies that do ‘good works’ withodo
hearts’. But that alone, for us, is not enough.. sTifiestyle is ‘the secret’ key that we offer
other business owners for experiencing joy, hapganéulfillment and a sense of purpose

in life - not despite owning and running a business, buabse of it!”
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APPENDIX ONE

1. AA1000 AccountAbility Principle StandardAA1000 APH

They demand that an organization actively engaggsits STK, fully identifies
and understands the sustainability issues thathaNe an impact on its performance,
including economic, environmental, social and lanigem financial performance, and
then uses this understanding to develop responsismess strategies and performance

objectives.

The principle of STK accountability, that is oppdsto shareholder’s, is central
to the framework for social auditing. In contrasffinancial accounting, which assumes
a one-dimensional business value - wealth creatithe AA1000 framework expands
the relevant values to include performance targelessvant to a broad array of STK,
multidimensional assessment of performance, anehekte communication of results.
By focusing on STK engagement throughout the pseE®sof accountability, the
framework is intended to link social and ethicauss to business strategy (Logsdon
and Lewellyn, 2000).

Accountability obliges an organization to involvBTK in identifying,
understanding and responding to sustainabilityeissand concerns, and to report,
explain and be answerable to STK for decisiongpastand performance. It includes

the way in which an organization governs, setsesgsaand manages performance.

The value of these principles lies in their conmgresive coverage and the
flexibility of their application. They demand thamh organization actively engages with
its STK, fully identifies and understands the sunsthility issues that will have an
impact on its performance, including economic, ssvinental, social and longer term

financial performance.

There are three AA1000 AccountAbility Principlesie of which is a foundation
principle. The Foundation Principle is the prineigf Inclusivity that is necessary for
the achievement of second principle: Materialitg #ime third one: Responsiveness. The
principle of Inclusivity regards all the organizais that intend inclusivity as the

participation of STK in developing and achievingaatountable and strategic response



to sustainabilityThis principle “concern the reflection at all stagyef the process of the

aspirations and needs of all STK groups”.

Together the three principles support the reatimatof accountability.
Inclusivity is the starting point for determiningateriality. The materiality process
determines the most relevant and significant is$oean organization and its STK. A
material issue is an issue that will influence tleeisions, actions and performance of
an organization or its STKThe materiality determination process results in a
comprehensive and balanced understanding and pdation of its material

sustainability issuefAccountAbility, 2011).

Responsiveness is the decisions, actions and rpexrfece related to those
material issues. Responsiveness is an organizatiesponse to STK issues that affect
its sustainability performance and is realized digio decisions, actions, performance
and communication with STK. A responsive organ@atwill respond to its material
iIssues and to its STK in a comprehensive and bathn@anner.

These three processes has to be integrated idaihebusiness organizational
activities following the “Embedding” process. Eviting has to be integrated in the
decision-making process, in order to integratecttrapany’s Social Responsibility.



AccountAbility 1000 Principles

Hierarchy of Characteristics:

ACCOUNTABILIY:

Transparency - Responsiveness - Compliance

INCLUSIVITY:

All stakeholders

Scope and nature

of process

n

Completeness
Materiality

Regularity/timeliness

Meaningfulness of | Management of proceg
information
Quality assurance Embeddedness
Accessibility Continuous
improvement

Information quality

AA1000 Process Standards

Planning
P1-Establish commitment and governance procedures
P2- Identify STK
P3-Define/review values

Accounting

P4-Identify issues

P5-Determine process scope

P6-Identify indicators

P7-Collect information

P8-Analyze information, set targets and developrovement plan

Auditing and Reporting

P9-Prepare report(s)

P10-Audit report(s)

P11-Communicate report(s) and obtain feedback

Embedding

P12-Establish and embed systems

Source: AccountAbility (2011).



1 phase PLANNING: in this phase the company hasetoup all the rules and
procedures in order to implement the process asutifg all most relevant STK.

2 phase ACCOUNTING: identify all the issues thahcemerge during the
process; identify the indicators to monitor the fpenance; collect information;

evaluate performance and establish a plan to ingptioe performance.

3 phase: AUDITING & REPORTING: arrange a repodnitol it and spread it
through the organization in order to obtain a feadk from the STK. The report has to
contain key elements: performance information; Sddfnments; financial, economic

and environmental information.

In order to apply these principles, AA1000 incls@eset of 12 process standards
that cover the stages that an organization shalilgif on an on-going basis to account
for its performance. These processes fit into foain categories: (1) planning, (2)
accounting, (3) auditing and reporting and (4) etdoay. In addition, each stage of the
process is influenced by the organizations’s engage with its STK(AccountAbility,
2011).

2. AA1000 Assurance Standard (AA1000 AS) 2008

AA1000AS (2008) assurance provides a comprehensiag of holding an
organization to account for its management, perémee and reporting on sustainability
issues by evaluating the adherence of an orgaorzati the AA1000 AccountAbility
Principles and the quality of the disclosed infotiora on sustainability performance.
Sustainability assurance in accordance with the GOVAS (2008) evaluates and
provides conclusions on: the nature and extent diieeence to the AA1000
AccountAbility Principles, and, where applicabléetquality of publicly disclosed
information on sustainability performanc€redibility is a prerequisite for effective
sustainability reporting. Credibility can be consrdbly enhanced through independent

external assurance, using accepted professionalstals(AccountAbility, 2011).



GLOBAL REPORTING INITIATIVE

GRI STRUCTURE

Part 1 — Reporting Principles and Guidance

This section provides Reporting Principles and Ri&pg Guidance regarding report
content, ensuring the quality of reported informatiand setting the Report Boundary.
Reporting Guidance describes actions that can kentaor options that the reporting
organization can consider when making decisionsvbat to report on, and generally
helps interpret or govern the use of the GRI RépgiEramework. Reporting Principles
describe the outcomes a report should achieve aik gdecisions throughout the
reporting process, such as selecting which tomdsladicators to report on and how to
report on them. The Reporting Principles for DefqiContent are:Materiality,
Stakeholder InclusivengsSustainability Contexand CompletenessThe Reporting
Principles for Defining Quality areBalance Comparability Accuracy Timeliness

Clarity andReliability.

Part 2 - Standard Disclosures

This section specifies the base content that shapfiear in a sustainability report,

subject to the guidance on determining contenirn P of the Guidelines.
There are three different types of disclosuresaiaet in this section:

(1) Strategy and Profile - Disclosures that set thealleontext for understanding
organizational performance such as its strategpfilpr and governance.
Namely: “1.1 Statement from the most senior decision-makdr the
organization (e.g., CEO, chair, or equivalent seniposition) about the
relevance of sustainability to the organization aitsl strategy” and “1.2
Description of key impacts, risks, and opportusiti€GRI guidelines).

(2) Management Approach - Disclosures that cover hoarganization addresses a
given set of topics in order to provide context dimderstanding performance in
a specific area. Namely2.1 Name of the organization, 2.2 Primary brands,
products, and/or services, 2.3 Operational struetwf the organization, 2.4

Location of organization’s Headquarters, 2.5 Nunsbef countries where the



organization operates, 2.6 Nature of ownership &ghl form, 2.7 Markets
served, 2.8 Scale of the reporting organization ignificant changes during
the reporting period regarding size, structure owrwership, 2.10 Awards

received in the reporting period” (GRI guidelines).

(3) Performance Indicators - Indicators that elicit pamable information on the

economic, environmental, and social performand@ebrganization.

STAKEHOLDER ENGAGEMENT

The following Disclosure Items refer to general S€Hgagement conducted by the
organization over the course of the reporting merithese Disclosures are not limited
to STK engagement implemented for the purposegeaggring a sustainability report.
“4.14 List of stakeholder groups engaged by theaorgation: Civil society, Customers,
Employees, other workers, and their trade Unionsgdl communities, Shareholders
and providers of capital and Suppliers.” (GRI guides).

Basis for identification and selection of STK witlhom to engage; approaches to STK
engagement, including frequency of engagement pg and by STK group (surveys,
focus groups, community panels, corporate advigawyels, written communication,
management/union structures, and other vehiclesy. tdpics and concerns that have

been raised through STK engagement.

(1) Performance Indicators

The reporting criteria found in each level refleatsincreasing application or coverage
of the GRI Reporting Framework.

There are two types of performance indicators. fitst category includes the core
indicators. These are of general application arel @@ntral for the majority of
organizations, these indicators must be alwaysadedland for all groups of STK. The
second type of performance indicators are the @addit ones. They are important only
for some companies, depending on the activity sentevhich they work and they do

not have a general application. Each company cansehthe level of engagement to



operate with and show the correlate performancewAssaid before, there are three
levels namely C, B and A from the minimum involvaerhé& the maximum. In the “C
level” the company has to respect only ten corecatdrs; in the “B level” the company
has to pursue twenty core indicators and in thdet4l” the company has to follow all

the performance indicators, both core and additionas.

(2) Economic Indicators

The economic dimension of sustainability concehres drganization’s impacts on the
economic conditions of its STK and on economiceayst at local, national, and global
levels. The Economic Indicators illustrate the floivcapital among different STK and
main economic impacts of the organization throughsmciety. Economic indicators

concern Economic Performance, Market Presenceraticett Economic Impacts.

(3) Environmental Indicators

The environmental dimension of sustainability cansean organization’s impacts on
living and non-living natural systems, includingosgstems, land, air, and water.
Environmental Indicators cover performance relatednputs (e.g., material, energy,
water) and outputs (e.g., emissions, effluentsteyag&nvironmental indicators have to
do with Materials, Energy, Water, Biodiversity, Esions, Effluents, and Waste,

Products and Services, Compliance, Transport aredaDy

(4) Social Performance Indicators

The social dimension of sustainability concernsithpacts an organization has on the
social systems within which it operates. The GRii&ldPerformance Indicators identify
key Performance Aspects surrounding labor practitesnan rights, society, and
product responsibility. Particularly for the labmnactices we can highlight six aspects:
Employment, Labor/Management Relations, Occupatiblealth and Safety, Training
and Education, Diversity and Equal Opportunity &glial Remuneration for Women

and Men



(5) Product Responsibility Indicators

Product Responsibility Indicators address the dspet a reporting organization’s
products and services that directly affect custemeramely, health and safety,
information and labeling, marketing, and privacheTprincipal Product Responsibility
indicators are: Customer Health and Safety, Produndt Service Labeling, Marketing

Communications, Customer Privacy and Compliance.

Since not all GRI indicators will be equally relewdo the activities of all corporations,
GRI reports are expected to reflect this variatiothe level of detail and completeness
at which information is reported on a given indozafThe “threshold at which an issue
or Indicator becomes sufficiently important that should be reported” should,
according to the G3, be determined with a viewitfeent STK groups and ideally be

established in consultations with these groupsd@arth and Eichinger, 2010).

In the Sustainability Reporting Guidelinethe GRI defines transparency &3he
complete disclosure of information on the topicgl andicators required to reflect
impacts and enable STK to make decisions and tlieepses, procedures, and
assumptions used to prepare those disclosu(€ddbal Reporting Initiative 2006, 6).
Transparency is thus focused on the desire of SgKmake informed decisions.
Moreover it is based on the notion that STK woulake different choices if they had
less complete information. Since transparency kel to personal autonomy, it
becomes a normatively loaded term; it requiresahmganizations that have relevant
economic, environmental, social or other impacts “tompletely disclose” all
information that STK need to make a decision to buyot to buy, to invest or not to
invest, or to collectively organize against a compaor refrain from doing so
(Dingwerth and Eichinger, 2010).

“...transparency systems such as the GRI are mkslylito fulfill their empowerment
promise when the disclosed information is valuablegessible, comprehensible and
comparable. Our primary focus is on comparabilitpce this criterion is implicitly
present in at least two of the other three criteffdus, information is more valuable
and more comprehensible when it is comparable. B\@e the GRI itself bases its own



claim to added value almost exclusively on its mtiom of standardized and therefore
comparable corporate social responsibility (CSR)aes” (Dingwerth and Eichinger,
2010).

In the next Table it can be seen the comparisowdset AA1000 and GRI standards.
The Table highlights the recommended minimum cdsterf assurance statements

indicated by each piece of guidance.

Recommended Minimum Contents of AA1000 and GRI

Content of report AA1000 GRI

Title

Addressee Y

Name and location of assuror

Scope and objective of the engagement

AN NEER NN

Respective responsibilities of reporter and assuror

Competencies of assuror

Independence of assuror from reporting organization

Criteria used to assess evidence and reach comadusi

SN N YN X

Assurance standards used

AR NEER NN

Extent of STK participation in the assurance preces

Impartiality of assuror towards STK

Conclusion/opinion:

- Materiality (from a STK perspective)

- Completeness

- Responsiveness to STK

- Performance

- Reporting on reservations/qualifications

Additional commentary

Progress in reporting and assurance since lasttrepo

Suggestions for improvements in reporting and [gses

The report date

Source: O'Dwayer and Owen (2007)



O’Dwyer and Owen (2005) highlighted a tendencydocountant assurors to focus on
data accuracy along with a reluctance to expressans using the term ‘true and fair’
prevalent in financial statement auditing. Our gsial suggests that as standards such as
AA1000 are adopted this restricted approach is inéag less common. The reluctance
to express a ‘true and fair’ opinion among accontstg§and, indeed, consultants) does,
however, persist in our sample. Royal NIVRA (2086pports this continuing absence
as its exposure draft argues that ‘true and faraiterm that should be reserved
exclusively for financial statement audits: The o$dhe term ‘true and fair view’ to
describe the objective of the audit and/or the fdation of the conclusions in the
assurance report is not advised because this tenmaserved for the reporting of an
opinion of the auditor on financial statements. Tteem has a generally accepted

meaning but only in this context (IFAC, 2005).

Much of the negativity around the value of globatles of conduct can be traced to
omissions in STK engagement and discontinuitiegshm way in which the values
espoused in a code speak to organizational pracfides fact that oversight has been,
and will remain, difficult to establish in a compensive manner adds to the contention
of critics of codes that these documents are usetesmproving business practices
across the globe. Codes must return to their raetshe practice of ethics that unpacks
the interrelatedness between business and socidtyhat emphasizes the congruence
between words and actions in all facets of busir@sstice. The notion of triple
bottom-line reporting represents an ideal conceépama procedural framework for
animating the crucial relationships and processesviich codes of conduct rely for
their vitality. The challenge that confronts MNCisthis point in time is to take the
notion of triple bottom-line reporting seriouslyptnmerely as another compliance
exercise that has to be dealt with as quickly andost-effectively as possible, but as an
opportunity to rethink the role of business in sbgiand the interrelatedness of all its
activities (Painter-Morland M., 2006).
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economy of communion

GENERAL GUIDELINES FOR
OPERATING AN ECONOMY OF COMMUNION BUSINESS

The Economy of Communion (EoC) is an international economic and social movement made up of
citizens, workers, scholars, students, organizations, and people in need, that work at different levels and
with diverse tools in order to transform day-by-day, in synergy with many other expressions of the civil
society, the whole market economy into a more humane environment where living, working, and loving,
is a place of communion in freedom. The backbone of these efforts is the EoC companies which commit
themselves to following management principles and beliefs that enable them to bring the universal
values of liberty, equality, fraternity and communion to bear on their day-to-day decisions while working
within market structures. Cornerstones of their business operations include fostering communion with
employees by paying particular attention to their health, well-being and development, as well as to
establishing, sustaining and enhancing ethical relationships with each employee, vendor, customer and
local community member encountered as well as with the government and with labor unions. The
following Mission, Vision, Core Values and Business Operating Principles and Beliefs for EoC companies
highlight positive practices supported and lived by the EoC business network throughout the world.

MISSION

To promote and live a culture of giving and social justice through business enterprises
animated with the universal values of liberty, equality, fraternity and communion,
so as to alleviate poverty and encourage self-sustainability
through an equitable redistribution and sharing of resources and needs.

VISION

To build a more just and humane market economy and society
in which “No one is in need.”

In order to accomplish this vision, our organizations are ones in which:

- each person recognizes the shared responsibility of building a workplace community of mutual
respect.

- listening with openness is a key component, and involving and empowering others are actions
used to draw from each person’s strengths and talents so as to build a workplace community
from our diversity.

- the talents, skills and shared resources of our people create something that is greater than the
sum of our parts.
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As people-centered organizations, we work together to meet the needs of our customers and
stakeholders, while giving back to society and to our local communities always aware of the well-being
of others and the common good.

CORE VALUES

Resource Sharing

EoC businesses believe in the voluntary sharing of business profits and the consideration of meeting
societal needs to create an equitable redistribution of global resources in an atmosphere of solidarity
and reciprocity. The EoC global network actively shares in the lives of those in poverty, beginning with
those who are in close contact and have a relationship with us. This facilitates timely financial support
to address the immediate lack of food, shelter, clothing, medical care and employment. The aim of the
resource sharing is to assist people to reach self-sustainablity. This sharing is personal and relational,
and a matter for ongoing dialogue and re-evaluation. At the same time, the emphasis of an EoC firm is
also the “creation of new wealth”, before the distribution of the wealth. The dream of the EoC
entrepreneur is to become a “creator” of new paychecks, not merely a cutter of “slices” of already
created and given checks. We are, in fact, convinced that today the most important tool for eliminating
exclusion and deprivation in the world is not the redistribution but the new creation of wealth directly
involving the disadvantaged people in the creation process. Without this, any financial assistance can
end up being mere assistentalism and paternalism, the opposite of the spirit and culture of communion.

Relationships

The EoC believes in building cohesive and healthy organizations with sound relationships based on
mutual respect, care and open communication among executives, managers and employees, and with
customers, suppliers, competitors, government regulators, the people in need and the community
around us. The basis for our efforts - the reciprocity principle — is carried out with actions where all are
protagonists and are co-responsible. We promote the spreading of a ‘culture of giving’ and the sense of
‘community’ by placing the human person at the center of our enterprises, living out this person-
focused philosophy, and by holding workshops and training programs for others to learn about this
business model.

Work Environment

The EoC believes in fostering participative environments within the workplace by promoting teamwork
and encouraging innovation, creativity, harmony, beauty and responsibility. We dedicate time and
resources to implementing policies that model and reward this behavior.
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Communication

The EoC believes that communication should be a gift of self. We view open communication as a
foundation of the trust that we build with each other, and a result of the integrity with which we
perform our work. The fruit of that trust is communication without fear of reprisal. We work to clearly
communicate fundamental values and create business environments that are open, honest and
hospitable. When feedback is provided and is expressed openly and with responsibility, it becomes a
tool for improving the quality of our management structure, decision-making and mission. This
environment encourages and supports the best contribution of each person and the human flourishing
of each one and of all.

Ethics and Values

The EoC believes in adopting and fostering the highest ethical standards, even in situations where such a
behavior is difficult and even heroic. We recognize each person’s inherent dignity and the need to
comply with all legitimate and just laws and regulations while protecting our environment, and
contributing to the Common Good by paying taxes.
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BUSINESS OPERATING PRINCIPLES AND BELIEFS

MANAGEMENT AND INTERNAL OPERATIONS

Business owners that take part in the EoC embrace a lifestyle of communion as the fundamental value of
their organization. This choice pervades how EoC companies manage their people and operations; this
lifestyle influences the way the businesses organize production and service area delivery, and infuses
them with a special sensitivity toward efficiency, participatory decision-making, and a spirit of
teamwork. The businesses clearly present key goals and objectives as well as define all major functions
and positions within the organization so as to communicate roles and responsibilities. All aspects of the
business are evaluated in a transparent manner paying attention to the quality of relationships among
everyone involved, with actions suggested at all levels for the improvement and benefit of the entire
business.

The person is placed at the center of the EoC enterprise. The business owners make a constant effort to
value the talents of each worker, favoring their creativity, their assumption of responsibility, the growth
of their professional competence, their ability to get along with everyone and their participation in
defining and accomplishing the business’ goals. Considering each person’s situation as their own and
with all possible effort, explicit forms of help are provided to those finding themselves in personal and
professional difficulty.

The goals of our investment decisions and business plans are made based on balancing short-term
economic and financial constraints with long-term sustainability and growth. An EoC enterprise is
managed in a way that promotes the attainment and sharing of profits aimed at fulfilling three equally
important objectives: the first, to grow and sustain the business; the second, to help people in need
move beyond their current situation, beginning with those in close relationship with the EoC; and the
third, for the spreading of the culture of communion beyond the EoC network.

In managing the business and nurturing internal relationships with and among employees, we EoC
owners hold to a specific set of fundamental beliefs:

e We have a high regard and passion for our work. We see work as an expression of our humanity
and a vocation, and an important part of who we are as human beings and a significant
contributor for living a fulfilling life.

e We find fulfillment in giving of ourselves to our colleagues, our clients, customers, those in
need, and all who come in contact with the company, including our competitors.

e We enjoy the challenge of coming together as a group of people to achieve a common goal. We
are not afraid to reveal our shortcomings or inadequacies so that our success is a sign of our
true interdependence with one another, and so that we can improve as people and as a
company.
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e We share both our abilities and our needs in a spirit of openness and cooperation so that the
goals of our work are achieved with everyone’s contributions, going beyond our individual

limitations. We are convinced that we truly work when we work “for”, “together” and “thanks”
to the others.

e We value team success over individual achievement, recognizing authentic success comes only
when individual and team success go hand-in-hand, but knowing that everyone’s livelihood and
well-being are dependent on our ability to come together for a common purpose.

e We find the time to get to know each other personally so that we can understand each one’s
unique backgrounds, talents and gifts. This involves taking the time to listen to each person’s
individual experiences and life stories, our family situations and our personal dreams and
desires.

e We treat everyone with equal dignity and respect.

e We acknowledge that work-related activities sometimes cause hardship and difficulties, but
realize these can be opportunities for personal growth and reward. We assign value also to
suffering and even to failures (individually and as a team), convinced that every authentic
growth cannot avoid facing and overcoming crisis and difficulties. But we also have experienced
that any negative impact is diminished when everyone shares the burdens of the situation.

EXTERNAL RELATIONSHIPS

EoC people value and nurture their relationships with each other, with their customers, suppliers,
partners, and all with whom they work. They find ways to enjoy working together, and to celebrate each
other’s successes as well as to support each other in times of difficulty. Lending special attention to the
explicit and implicit needs of their customers, EoC businesses commit to offer high quality products and
services at equitable prices. All those who work in the business strive to build and reinforce honest and
open relationships with customers, suppliers and the community in which they operate. EoC companies
hold to the following principles to maintain excellent external relationships:

e We are passionate about exceeding our client’s expectations by using, whenever feasible, start-
of-the-art technologies to deliver products and services of high quality in a timely and
responsive manner.

e We act as a positive and unifying force for local community development by building strong
relationships with those near our places of work.

e We believe that all relationships, regardless of whether they directly impact the bottom line of
the company, are worthy of our time and attention because each person and each relationship
with each person have inherent human value.
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e We are aware of the larger world beyond our local community, and look for ways to positively
contribute to its development and sustainability.

e We view our competitors as equals and necessary for the growth and improvement of the
market, of society, and of ourselves, and appreciate their contribution to improving our quality
of products and services. As such, we refrain from speaking negatively about their products or
services.

e We enjoy close relationships with other EoC businesses, sharing ideas and opportunities that
help us live out the EoC values and lifestyle in a more complete way. However, we are aware
that with these close, warm relationships, comes a certain degree of vulnerability in which we
can hurt one another. Our 20 years of EoC experiences, and those of many others, tell us that
the happiness and fulfillment of communion always overcomes, at least in the long-run, the
short-term wounds coming from these fraternal and sororal relationships.

e We share our experiences of successes and failures with others, thereby contributing to the
authentic ongoing development of relationships among businesses and with the world
community.

CORPORATE VALUES AND CULTURE

In the EoC, the way in which business practices are conducted each moment of every day is more
important than the level of financial success that is achieved. Each person in each EoC business is
encouraged to adhere to universal values of truthfulness, respect, fairness, forgiveness, equality and
freedom. Therefore, the following guiding principles direct our daily activities:

e We live the Golden Rule in our work environment: Do unto others as you would have them do
unto you.

e We respect and adhere to all applicable business laws and forms of governance wherever we
operate. We strive to maintain positive relationships with all tax and fiscal authorities, union
officials and institutional agencies.

e We work so that every business transaction and activity is completed in an ethical and just
manner.

e We strive for full transparency in our contractual dealings, offering fair pricing for products and
services. We commit to fulfilling all contractual obligations to the best of our abilities.

e We are truthful in all of our interpersonal interactions, and believe that honesty in the
marketing and sales of our products and services leads to respect and confidence in the
dependability of what we provide.
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e We are respectful of everyone regardless of race, religion, age, gender, sexual orientation,
professional experience, cultural background, or social status. We understand ‘different’ as an
opportunity to see more than we can see by ourselves.

QUALITY OF LIFE AND THE ENVIRONMENT

One of the main goals of an EoC business is to become a true community. For such an important goal to
be reached, each enterprise organizes periodical meetings to reinforce the quality of interpersonal
relationships and to contribute to resolving difficult situations. These efforts can generate positive
effects on all the people working in the business, stimulate innovation and increase the maturity and
productivity of the business.

The health and well-being of each member of an EoC enterprise is a primary operational goal.
Extraordinary circumstances faced by an individual are lived with intensity as if they are our own — often
creative means arise to effectively support the person live with and through these circumstances. To
support efforts to establish this type of atmosphere within the company, we follow these guidelines:

e We promote healthy lifestyles and provide safe work environments keeping the well-being of
our employees in mind. Applying this decision includes:

- Providing necessary ventilation, tolerable levels of noise and adequate lighting;

- Conducting environmental monitoring (air quality/sound) when a manufacturing setting
warrants it;

- Providing safety training and manufacturing/work process evaluations to promote zero
loss-time work injuries;

- Allowing for periodic breaks during the work schedule so that quality of work can be
maintained without added stress;

- Encouraging after-hours exercise by providing when possible access or discounts to
nearby facilities; and

- Providing educational information about nutritional foods and healthy diets as part of
company wellness programs.

e We provide socially-just compensation and benefit programs (e.g., health insurance and
retirement plans, etc.) that allow for a living wage and a meaningful, affordable quality of life for
our employees and their families.

e We encourage a work-life balance, making every effort to fairly allocate and minimize individual
and group overtime with existing workloads, while allowing for adequate vacation, personal and
sick time off, and maternity and parental leave.
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e We manufacture products and provide services that make positive contributions to individual
and community health and development, and that are sustainable for the environment. As
such, when possible, we:

- Monitor and minimize our use of natural resources (water, energy, materials) and our
generation of wastes associated with our operations;

- Promote buying locally-produced goods and services;

— Consider and use renewable resources; and

Engage in the re-use and recycling of materials.

e We are convinced that health is also a “relational good”, and therefore people working in an
environment where the management and all members invest in and sometimes ‘heal’ the
relationships in the organizations, improve also in their general health.

HARMONY IN THE WORK ENVIRONMENT

An organizational management structure is adopted by each EoC enterprise to promote working in
groups as well as to enhance personal growth and initiative. The goal is to create a work environment
characterized by a friendly and relaxed relational atmosphere based on respect, trust and mutual
esteem. As part of this effort:

e We act to maintain clean, orderly and pleasant working areas to create a sense of harmony for
all employees, customers and suppliers.

e We develop work environments that are pleasant, help minimize unnecessary stress, encourage
community-building, and foster creative thinking and innovation.

e We encourage employees to make their personal work space suitable for their optimum
performance.

e We ask each employee to dress in a way that is most appropriate for their type of work,
representing the type and style of company in a professional and pleasant manner.

e Our work products and services are provided to meet high standards of visual quality, ease-of-
communication and operation.

e We consider the beauty and harmony of our work environment as ‘assets’ of our firms, and are
not less important than financial and technical assets, because they support our communal
relationships and improve the quality of life of our people and our organizations.
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PROFESSIONAL DEVELOPMENT AND TRAINING

EoC enterprises continue to grow and establish an atmosphere of mutual support, trust and respect
where everyone will be free to share talents, ideas, and competence to the advantage of the
professional growth of colleagues and for the progress of the business. As such, the owners adopt
personnel selection and professional development planning criteria to facilitate the creation of such an
atmosphere.

To allow everyone to reach both personal and business-based goals, EoC enterprises offer opportunities
for continuing education and updates. In support of the belief of the importance of ongoing personal
development:

e We encourage new employee orientations that discuss our company’s culture and values, and
allow for smooth transitions to our unique work settings.

e We encourage one-on-one mentoring and provide frequent on-the-job skills evaluations and
updating for personal and professional growth.

e We encourage learning through innovation and risk-taking as part of the creative process.

e We facilitate, when possible, a formative education to the culture of giving for company
employees and people interested in the EoC project.

COMMUNICATION

The importance of relationship capital is held paramount in an EoC business. Because of this, we
consider it a fundamental asset of the enterprise, and work towards developing measurement and
observational methods to describe and quantify its social, economic and human value. Good
communications with all those within the company and also with those who come in contact with the
company is recognized as one of the primary means of supporting these relationships.

EoC entrepreneurs work to create an open and sincere communication climate which encourages the
exchange of ideas among all levels of business responsibility. As part of this, the EoC businesses follow
these practices:

e We clearly explain our core values and reinforce them by rewarding behaviors that model those
values.

e We encourage frequent person-to-person talks to share the meaning of our work and provide
on-the-job training.

e We hold frequent personal and large-group meetings to communicate company news and
information.
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e We provide 360-degree feedback during performance reviews for constructive personal
development and improved performance.

In addition to its daily business communication practices, EoC enterprises also use effective methods of
communication at the local and international level to stay closely connected to each other and facilitate
the development and deepening of productive economic relationships. These are also essential for
maintaining and re-enkindling relationships of mutual support and solidarity necessary to live the EoC
lifestyle. Communicating both the needs of those we are in contact with at the local level, as well as the
resources available within the global network, provides the primary means of activating a dynamic re-
allocation process that builds unity within the network and alleviates the various forms of poverty that
are encountered.

CONCLUDING REMARKS AND AN INVITATION

EoC people in these last 20 years have come to experience that the most fundamental choice they have
made is to personally adopt a lifestyle of communion as their own. This choice is a lifestyle choice. It
provides consistency between beliefs and actions across all life settings: family, work, community,
society, global. To be truly successful in living out the principles of the EoC, this fundamental choice
must be made each day and in each moment of the day.

But what does this lifestyle practically mean for those who live the EoC lifestyle? As Chiara Lubich, the
founder of the Focolare Movement and the EoC has said, it often begins with something very concrete:

“Let’s give always, let’s give a smile, understanding and forgiveness; let’s listen; let’s give our
intelligence, our will and availability; let’s give our experiences and capabilities. Giving: let this be the
word that gives us no respite.”

Pope John Paul Il also said that this lifestyle of communion “... means an ability to think of our brothers
and sisters... as ‘those who are a part of me’. This makes us able to share their joys and sufferings, to
sense their desires and attend to their needs....to see what is positive in others, to welcome it... as a ‘gift
for me’....” This same belief — seeing everyone as part of one human family — is held not only by those
practicing within religious faith traditions, but also by other non-believing people of goodwill.

Many people today — scientists, scholars, poets, artists, politicians — are calling for a new and robust
economic model that retains all the positive values of the existing market, but, at the same time,
addresses the new financial and social realities because new also are the big challenges of today. We
believe that the EoC represents one such possibility.

And so, after reading the Mission, Vision, Core Values and Business Operating Principles and Beliefs, we
invite you to consider joining us in this new global social, economic and business reality that is the
Economy of Communion. Based on our own lives, we are confident that you will begin to experience a
deeper sense of personal growth, self-discovery and fulfillment from this new way of working and of
living, and the freedom to create the type of company and world that brings true joy — the joy that can
only coming from giving.
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APPENDIX THREE

QUESTIONNAIRE

Instructions: choose only one of the following options presented for each question and mark the one that
is closer to the current situation of your company, trying to be as objective and truthful as possible.

Information about the company — The work field of your company is:
O agricultural

O commerce

O manufacturing

[ services

O other (specify):

Size of your company:

[ small business: less then 50 workers

0 medium business: from 50 to 249 workers
[ big business: from 250 workers

Registered office in:

Corporate structure:

Your company:

Is adopting practices and tools for CSR*? Ovyes Ono
Has never draw up a Social Report? Ovyes Ono
Has never draw up an Environmental Report? Ovyes Ono
Is currently using or adopting International Standards? Ovyes Ono

If yes, which one among these?
O SA8000 [0 AA1000 OGBS [IGLOBAL COMPACT [ GRI
O other (specify):

Clarification:
The term “stakeholders” (from now on STK) refers to the set of entities or individuals whose actions affect
the realization of processes or projects in which they are involved.

What in your opinion are the stakeholders of your company?

O shareholders O donors O customers [ suppliers O local community [ competitors
O Public Administration O employees [ external collaborators

O other (specify)

Order the following STK from the most relevant to the least for your company with numbers from 1 to 5:
A. shareholders ; B. employees ; C. customers ; D. suppliers ; E.society

If you were to give a definition of involvement (or engagement) you would say:

CSR: Corporate Social Responsibility



Items

Never

Rarely

Once
ina
while

Frequently
4

Almost
always
5

1. Does your company believe that the relationship
with all the STK that collaborate in the business is
important?

2. Is your company aware of the STK involvement
system in the business processes?

3. Does your company implement formal
evaluation systems for the relationship with all the
STK that collaborate in the business
(questionnaires, meetings, etc.)?

4. In your company are you looking to involve not
only shareholders and investors, but employees,
suppliers and customers in strategic and
operational decisions?

5. Which one of the following tools are you using:
[ focus group

[ customer satisfaction questionnaire

O suppliers convention

[ customers convention

O employees meeting

0 employees social report

O climate analysis

O monitoring tools

O other

6. Have you seen improvements in the relation
with suppliers after the application of these
practices?

7. Have you seen improvements in the relation
with customers after the application of these
practices?

8. Have you seen improvements in the relation
with employees after the application of these
practices?

9. Will you continue to implement, if you already
do, these tools?

10. Have you ever used company resources to
promote not only the shareholders’ interest but
also other STKs’?

11. In your opinion is it worth carriyng the costs
associated with the support of the various STK for
their effective involvement in the long-term
company and society benefit?

This questionnaire, completely anonymous, is intended only for a personnel use of those who process information in

order to distill a statistic for educational purposes.

For further information: antonella.perlari@studenti.univr.it
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