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ABSTRACT

Corporate Social Responsibility has been a vengabssue in contemporary
times, but an in-depth understanding of this saltencept is quite questionable
to many including actors in corporate spheres. Waisould attribute to
ignorance or limited research work to propagatetwbgporate social
responsibility means and the benefits it may bforth if properly adhered to by
corporations.

This paper thus has as fundamental focus to clanfyenhance the
understanding of corporate social responsibilityvall as the extent to which
corporations adhere to the ever increasing demamadsating from
stakeholders (consumers, governments, employegspemental activists etc)
for socially responsibility. The extent to whichrporate social responsibility is
a valid criterion to judge the actions of corparas is also of special interest in
this research work.

This paper adopts a theoretical and an empirigaidageh to provide a better
understanding of corporate social responsibilitlyileva broad based exploratory
case study approach is used to investigate thatagiof some selected
multinationals across the globe .We used threeagwment responsibility
categories technique to bridge our findings to oanclusions that the
management style of multinationals examineduatler the immoral category
associated highly with socially irresponsible compa which typically do not
consider stakeholder interests. The paper unréiveldevastative effects of their
activities on consumers, the environment, employaed local communities
whose interest and well being they should enharee the corporate social
responsibility perspective. The paper concludeb same limitations
encountered in this study and suggestions for éuntbsearch
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CHAPTER ONE

INTRODUCTION

1.0 CHAPTER SUMMARY

This chapter explains the background to the studg, research problem, and research
objectives, and research questions, significancéhefstudy and finally the scope of the
research work.

1.1 BACKGROUND TO THE STUDY

In the contemporary environment, organizations havéace up to the task of meeting the
expectations of a wide variety of stakeholdersk&talders refer to any person, organization,
or group that has a direct or indirect stake inoaganization because it can affect or be
affected by the organizations actions, objectivespalicies. Such stakeholders could be
external like unions, consumers, suppliers, socigbyernment and governmental agencies,
creditors and shareholders or internal like empgsyenanagers and owners. Each category of
stakeholders has a distinct interest and expentafrom an organization.

Owners (private/shareholders) expect an organizatio maximize profits, improve
performance and direction, the government expegarorzations to meet their tax and legal
obligations as well as ensuring reduced employmsetior management staff are also
expected to meet performance and growth targetsymanagerial staff expect high rates of
pay and job security. Trade unions also expectnjoyebetter working conditions and
minimum wage requirements, customers expect orgaais to offer value, quality,
customer care and ethical products. Consumersesmarmting more out of organizations than
simply a quality product at a low price (Bhattagl@gaand Sen, 2004). Consumers expect
organizations to demonstrate congruence with samuoilsvalues as part of their contribution
to the community (Maignan et al, 2005). Creditonstloeir part expect organizations to have
good credit scores, secure new contracts and hawe trquidity and finally the local
community from which organizations taps its researexpect the organization to offer them
jobs and take environmental issues seriously.

Corporate organizations are motivated to invoheséhvarious stakeholders in their decision
making in order to effectively tackle societal daafjes because today's stakeholders are
increasingly aware of the importance and impaatavporate decisions upon the society and
the environment. They have become so powerfulttieat can reward or punish corporations.
Corporate organizations have to meet the expentatd each group of stakeholders without
jeopardizing that of another stakeholder group.nieet these varied expectations with some
reasonable degree of effectiveness, organizatienstdiged to adopt a broader agenda which
takes these diverse expectations into account.
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Corporate organizations nowadays address thesd lbrahvaried stakeholder's expectations
by becoming socially responsible. Corporate So&alsponsibility is thus increasingly

adopted by organizations operating at nationaliatetnational levels to address these varied
stakeholder’s expectations. Kotler and Keller (20@hiftman and Kamuk (2000) hold that

forces like rising customer expectations, changergployee expectations, government
legislation and pressure, changes of investor esterin social criteria and business
procurement practices drive companies to practichigier level of corporate social

responsibility.

CSR often overlaps and is at times synonymous midhy features of other related concepts
like corporate sustainability, corporate accouritgbi corporate reputation, corporate

stewardship or corporate citizenship, corporataasampportunity or responsible business.
Corporate Social Responsibility has gained an wgaented global focus and attention
because it touches on many salient issues in ®dayld.

Corporate Social Responsibility (CSR) has variolsen described as a motherhood issue
(Ryan 2002,p 302) the hot business issue of thghtas (Blyth 2006, p 30) and the talk of
the town in corporate circles these days (MeeeBamtham 2004). CSR is rising sharply as a
corporate priority and by 2011; the percentagexafcatives giving high priority to CSR is
expected to be 70% (Franklin 2008). Corporate $aesponsibility has attracted so much
global focus and attention over the past few decaadetly because of the rapid globalization
trend and because its scope incorporates globalibns issues like, climate change, corporate
governance, sustainable development, consumerisaotiand environmental issues. By
possessing a broad scope which incorporates su@ntsglobal issues has contributed
enormously towards the high focus and attention @S#tracting today

Corporate social responsibility, as a concept waglbped in the 1960s in the USA with the
attention that responsibilities are more than legdigations Friedman (1984). Endede and
Tavis (1998) are of the opinion that CSR stringnaetn two extremes, the market concept
and the socially oriented approach. CSR therefooesgbeyond legal obligations to
incorporate moral obligations expected from orgamins towards the communities from
which they tap their resources.

Corporate social responsibility has over the past decades greatly evolved both in concept
and practice mostly due to the ever changing saclethas however been discovered that
much of the research has focused on conceptualizafiarrol (1999) while contemporary
studies focus on the implementation of very limisspects of CSR (Porter and Krammer
2002). This view is also supported by Smith (20@8p reckons that little has been written
about the concrete and systematic implementati€@S#i in organizations.

CSR has consequently undergone several definitawes the years making it not only
interesting but also controversial and multidimensal. It has been suggested that some
researchers distort the definition of corporateiaddoesponsibility or performance so much
that the concept has becomes morally vacuous, paradey meaningless and utterly



unrecognizable (Orlitzky 2005). However some sasolave managed to come out with
some definitions of corporate social responsibgisyshown below.

Angelioids and Ibrahim (1993) defined CSR as cafsocial actions whose purpose is to
satisfy social needs. Corporate Social respongil{iliSR) means firms obligations to protect
and improve welfare of the society and its orgaimranow as well as in future, through its
various business and social actions and ensur¢sttbanerates equitable and sustainable
benefits for the various stakeholders Chahal drafr8a (2006,p 205).

Enderle & Tavis (1998) define corporate social oesibility as “the policy and practice of a
corporation’s social involvement over and beyorsdiégal obligations for the benefit of the
society at large”. According to the definition oihdelidis and Ibrahim, (1993), corporate
social responsibility is “corporate social actiavisose purpose is to satisfy social needs”.
Corporate social responsibility is business denisimaking linked to ethical values,
compliance with legal requirements and respectpiople, communities and environment
around the world (Aaronson 2003,p 310). It coulsbdbe defined as open and transparent
practices that are based on ethical values anccespr employees, communities and the
environment. It is designed to deliver sustainalakie to the society at large as well as to
shareholders (Aaronson 2003,p 310)

This interesting phenomenon could be generallyrdestt as a situation whereby in addition
to their profit maximization interest, organizatsoomlso display that tendency to consider
societal interest by taking on a massive the mesipdity for the impact of their activities on
employees, customers, suppliers, stakeholders arad tommunities in which they operate
not forgetting their environmental obligations aslliwThese obligations stretch beyond the
ever pressing need for compliance with statutogyslation to encompass voluntary steps to
improve on the quality of life for employees anithfamilies, local communities and the
society at large.

The importance of considering societal prosperity biecause it positively impacts
organizations prosperity. CSR is an effective abnotor to sustainable development which
could be defined as development that meets thesnaefethe present without compromising
the ability of future generations to meet their ongeds. This view is supported by Shuffman
and Kanuk (2000) who stated that all companiesg@ohen the society prospers and would
be better off if social responsibility was an im@gcomponent of every marketing decision.
Similarly, McIntosh et al (1998) suggested thatsagrassroots, being socially responsible has
been a concern very much related to the ratiomaeltusinesses are more likely to do well in
a flourishing society than in one that is fallingagt . Companies prosper because CSR is an
effective marketing tool for organizations. Thisheeen strongly supported by academic and
managerial literature as guidance for marketennase social initiatives an integral part of
their marketing efforts. Chalal and Sharma (20062Q5) states that corporate social
responsibility serves as an effective marketing.too.. Salmons et al (2005), state that
corporate social responsibility is marketing tamlricrease consumer loyalty. Socially



responsible activities may therefore affect custologalty in the sense that most consumers
value organizations based on their Corporate Ast(@A). A consumer is viewed as loyal to
a product or service if he or she demonstrate®asistent purchase of one brand over time"
(Backman & Crompton, 1991b). Olson and Jacoby édfilbyalty as "a biased, behavioral
response, expressed over time, by some decisiomgakit, with respect to one or more
alternative brands out of a set of such brands [mdeover] . . . a function of psychological
processes” (Prichard et al., 1992, p.159). Custdayalty can be defined as a behavior or
altitude of a customer to purchase a particuladpeb of a specific brand over others which
are available in the market for a particular neet&éva (2006).

Seybold (2001) hold that because it is much chetapserve loyal customers than to maintain
their support, customer loyalty is of great valo®tganizations.

However, despite the undeniable prominence andndages of being socially responsible,
most corporations nowadays talk much and do lesatawcial responsibility. This may lead
to growing consumer skepticism towards corporat@aganda.

Precisely speaking, a skeptic could be defined@erson who is inclined to question the truth
of facts, inferences, etc (Oxford dictionary, 1984phr et al. (1998), suggest that skepticism
is one of two constructs that aid in explaining gdets reactions to communications. Kanter
and Mirvis (1989, p. 301), opined that “skepticsibibthe substance of communications. A
highly skeptical person will perceive the accuratya claim to be low; a person with a low
level of skepticism will rate the accuracy of ailao be higher. Ford, Smith, and Swasy
(1990) have found that consumers are skepticdl &fral of claims, even those that are easily
verified. Such claims include those made by corjpama that they are socially responsible.

Corporate compliance with the demands for socigpaasibility has emerged as a topical
issue, an issue that this work will dwell upon atiegmpt to clarify.

1.2 RESEARCH PROBLEM

From the preceding discussion, is clear that CSRghawn dramatically and has in the course
of this growth gained an unprecedented global f@ndattention. As a marketing tool, CSR
has the potential to bring on board an enhanceshmroved financial performance. This may
particularly be true if corporations do much arlé tass about their social responsibility.

Our research problem therefore is to find out theerg of corporate compliance with social
responsibility expectations.

1.3 RESEARCH OBJECTIVES
The objectives of this research work are threef@lohely:
1. To get an in-depth understanding of CSR.

2. To find out the degree of corporate compliandé social responsibility expectations.
10



3. To find out the extent to which CSR is valid dretical basis from which to judge the
actions of global companies.

4. To find out the degree to which global corpanasi contribute to the betterment of the
communities in which they operate.

1.4 RESEARCH QUESTIONS

On the basis of the above research problem andtomgs the following research questions
can be framed

* Which activities or programs of a corporation falhder the “corporate social
responsibility theme”™?

* To what extent is CSR a valid theoretical basisnfrehich to judge the actions of
global companies?

* To what extend do corporations live up to theiralo®esponsibility expectations?

* To what extend does the action of global compamgsove on the lives of people
within their sphere of operation?

1.5 SIGNIFICANCE OF STUDY

This research work deals with the salient concegphaly Corporate Social Responsibility
(CSR), a concept that has undoubtedly gained anenegented global focus and attention
because its broad and highly diverse nature touoheseveral issues which are frequently
under the international spotlight like environmérgeotection, provision of opportunities to

the economically disabled as well as access tahead education for the less privileged
amongst others. This work provides an unrivalledanstanding and sufficient clarifications

on the concept of corporate social responsibiliyrthermore, this work reveals extent to
which corporations comply with the growing sociasponsibility expectations in our

contemporary context. These important findings wilimately serve as an ethical check on
their activities. This may stir less compliant cargtions towards becoming more socially
responsible while those regarded as compliant staedjoy a great deal of consumer loyalty
thereby increasing corporate profitability, shatdeos wealth and societal welfare.
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1.6 SCOPE OF STUDY

This work will mainly exploit internet based secang data, a thorough review of previous
studies undertaken in this field and related fiehdthe shape of literature review will also be
mentioned. The motivation for this move is to pdevia profound comprehension of the
concepts and theories that will be investigatetha course of this work as well as answer
some of the research questions earlier raised. mbe#odology will then furnish an
explanation on the approach which will be usedn®nger the research questions. Our internet
based findings will then be presented and the studlyultimately round up with some

important conclusions and recommendations for &srthsearch.
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CHAPTER I
LITERATURE REVIEW

2.0 CHAPTER SUMMARY

In this chapter, the concepts of corporate so@sponsibility shall be thoroughly reviewed
from the theoretical point of view. Under this higay] previous definitions propounded about
CSR, a look at CSR from the communications persgeeind conceptual evolution of CSR
shall be reviewed. Furthermore, CSR shall be restkwin the context of marketing,

communication and advertisement and finally theotas of CSR at the corporate level shall
be revisited as well.

2.1 CORPORATE SOCIAL RESPONSIBILITY DEFINED

Corporate Social Responsibility (CSR) has beenrg topical issue in corporate spheres over
the past few decades as several scholars havep#tdito clarify what it actually means
leading to the birth of several definitions, atieapting to bring out what CSR is all about.

Corporate Social Responsibility is business degisinaking linked to ethical values,
compliance with legal requirements and respectpiople, communities and environment
around the world (Aaronson 2003,p 310). It coulsbdbe likened to open and transparent
practices that are based on ethical values ancce$pr employees, communities and the
environment. It is designed to deliver sustainal@kie to the society at large as well as to
shareholders (Aaronson 2003,p 310)

Moon (2002) defines CSR as the voluntary contrdoutof finance, goods or services to
community or governmental causes. It excludes @ietsvdirectly related to firms’ production
and commerce. It also excludes activity requiredenregislation or government direction.

According to Utting (2005), it refers to voluntanyitiatives that aim to improve a
corporation’s social, environmental, and humantaghkcord.

McWilliams and Siegel (2001) define it as ‘... acsahat appear to further some social good,
beyond the interests of the firm and that whicheguired by law’. In essence, CSR includes
extra-legal initiatives undertaken by companiesas pacifying members of the community
their operations affect.

2.1.2 LEGAL AND ETHICAL RESPONSIBILTIES

To further provide an in depth knowledge of CSRIdgal and ethical aspects shall be
examined. These aspects have been of specialshterseveral writers as reviewed

13



2.1.2.1 Legal Responsibility

News of social irresponsibility like in the casekafron or social misconduct like in the case
of the delta in Nigeria has focused attention dicstin business, government, business
schools as well as professional bodies (Spero @pd& 2003).

Corporations are expected by society, not onlyperate with the motive to make profit but
also to adhere and comply to the laws and reguisifput in place by the government within
which that corporations operates in. Corporatemasthus expected to achieve their goals and
missions within the framework of the law. The legapect goes hand in hand with the ethical
aspect of corporate social responsibility. Ethasects embody basic notions of fair
operations as established by our lawmakers (ArBhi@arroll, 1991).

The following are important components of legapssibilities of corporations (Archie B.
Carroll, 1991):

Performing in a manner consistent with expectatairgovernment and law.
Complying with various federal, state, and locgulations.

Being a law-abiding corporate citizen.

A successful firm being defined as one that fudfit legal obligations.

5. Providing goods and services that at least meeinMinlegal requirements.

PwnNpE

2.1.2.2 ETHICAL RESPONSIBILITIES

News of social irresponsibility like in the casekfron or social misconduct like in the case
of the delta in Nigeria has focused attention dmcstin business, government, business
schools as well as professional bodies (Spero fpdze 2003).

As oppose to legal responsibilities of CSR whictbedy norms about fairness and justice,
ethical responsibilities duel on the activitiestthge expected or prohibited by society even
though they are not codified into law. Ethical r@sgibilities embody what consumers,
shareholders, employees, and the community regafi@raln effect, ethical responsibility
seems to be the most highly regarded value whaamies to consumers making decisions
based on CSR.

The following are a list of important componentsetiical responsibilities (Archie B. Carroll,
1991).

1. Performing in a manner consistent with expeatatof societal morals and ethical norms.
2. Recognizing and respecting new or evolving elhimoral norms adopted by society.

3. Preventing ethical norms from being compromiseatder to achieve corporate goals.

4. Good corporate citizenship being defined asglaihat is expected morally or ethically.

5. Recognizing that corporate integrity and ethitiavior go beyond mere compliance with
laws and regulations.
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Broadly speaking therefore, corporate social residity is a concept whereby in addition to
their interest, organizations also consider socigteerest by taking on a massive the
responsibility for the impact of their activitiesn oemployees, customers, suppliers,
stakeholders and local communities in which thegrage not forgetting their environmental
obligations as well. These obligations stretch bbelythe ever present need for compliance
with statutory legislation to encompass voluntasps to improve on the quality of life for
employees and their families, local communities tr@dsociety at large.

Corporate social responsibility (CSR) has beenftioeis of the studies of most emerging
companies. Recently, most executivesknowledge the importance of social and
environmental Responsibility. According to recentveys, they see the effect of CSR on
their companies’ reputations, and their customBrg. when it comes to translating social
responsibility into meaningful programs and embeddt in the business, companies range
from leaders to laggards—with the majority somewharbetween (Lawrence A. Crosby and
Sheree L. Johnson 2006). As a result of such dardshesitation in the implementation of
CSR programs due to the limited research and ¢stabl benefits to a business entity,
corporatesocial responsibility (CSR) has emergedrecent years as both an important
academic construeind a pressing item on the corporate ag&etaand Bhattacharya (2001);
Harrison and Freeman, (1999)). A growing numbecarhpanies are accepting the concept of
CSR with a view to establish what it actually meaksa result of thiscompanies are taking

a variety of initiatives alaimed at making sense of CSR (Cramer et al., (20Dd¢ of the
reasons for this growing interest in CSR is becaiises influence on consumeehavior at a
time when consumers are demanding more out of @g@ons than simply a qualifgyroduct

at a low price (Bhattacharya and Sen, (20@&nsumers expect organizations to demonstrate
congruence with some social values as part of ttwaitribution to the community (Maignan
et al. (2005).

2.2 CORPORATE SOCIAL RESPONSIBILITY FROM A COMMUNKIIONS
PERSPECTIVE

Philip Kotler and Nancy Lee identified six CSR prags from a communicators perspective
which include,

a) Cause Promotion

b) Cause Related Marketing

c) Corporate Social Marketing

d) Corporate Philanthropy

e) Community Volunteering

f) Socially Responsible Business Practices.
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2.2.1 CAUSE PROMOTION

These programs are very expensive to run. Here 8SRplemented as program based on
providing funds, in kind or contribution, or by nmsaof other known corporate resources as a
means to increase awareness and concern aboutish s@gse or as a mean to support
fundraising or voluntary recruitment for a causkisTkind of program requires large financial
resources or other kind of contribution from compan For example the Body Shop
Company engaged in 1990 to convince the publihieruse of animal to test cosmetics.

2.2.2 CAUSE RELATED MARKETING (CRM)

CRM refers to the branch of CSR that deals witlhhragany committing to make contribution
or donation based on fix quantum for each prodaquisition, percentage of a sold product,
etc. In this case an organization is usually paemhevith a nonprofit organization.

An example is Comcast donating 4,95 dollars ofailtesion fees for high speed internet
service to Roma McDonald for charity at the enéwd#ry month.

Its objectives are:

* To create an opportunity for Representativegéate relationships to their customers.
» To improve consumer perceptions and to diffeegatComcast from its competitors.

» To make a real and sustainable difference tauaectheir customer care about.

2.2.3 CORPOARTE SOCIAL MARKETING

Here the main focus is on behavior. Management tsesype of CRS program to facilitate
the change in behavior from a negative to a pasitwe. Here a corporation supports the
development and implantation of a behavior chargepaigned which is intended to improve
public health safety, traffic safety, natural disasr any social related cause. For example
Philip Morris encouraging parents to talk with thehildren about the use of tobacco.

A Social Marketing Campaign is adequate in the e@sere the company’s profile is related
to the social problem or there is the vision taéase sales.

2.2.4 CORPORATE PHILANTROPY

This is perhaps the oldest CSR program in existeHleze a corporation makes a direct

contribution to a charity or cause, most oftenaslg grants, donation, products or corporate
services. Action which are philanthropic in natumegude

» Donation of money or products or services

* Financings of projects

» Scholarships

» Distribution channels or locations or equipmeatsess.

A philanthropic programme is useful when the branditioning enhancement is intended or

the company intends to cut into a new market.
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2.2.5COMMUNITY VOLUNTARING

It's a kind of initiative that encourages the enyaes, retailers and /or franchise partners to
volunteer their time to support local communityagparticular cause. The core objective here
is to use the volunteering to give more impact lte social initiatives and the business
objectives and Company’s values of communicatiammé& causes that constitute community
volunteering include

* Volunteering promotion as an organizational value

* Some causes recommendation through the inteonaiainication

* Volunteering equipments, recruitment and orgaiona

2.2.6 SOCIAL RESPONSIBLE BUSINESS PRACTICES

Here, a corporation aims at conducting discretiprarsiness practices or investments that
support social causes to improve the well being agbmmunity or protect the environment
(for example, the “Youth Smoking Prevention” prags initiated by Philip Morris).

2.3 CONCEPTUAL EVOLUTION: THE RISE OF SCHOOLS OF DMHGHTS ON CSR

The concept of corporate social responsibility stemght back from the early 1960°s in the
USA. Corporate social responsibility is an aspettan organization that on its own
encourages business organizations to pay balanttedtian to economic, social and
environmental factors, and to fully embrace thecepts of political, civil, social, economic,
cultural, and human rights; advocating the philégogthat all human values depend on a
healthy, ecological, social, and economic contéle concept of CSR has evolved and grown
alongside the changing technology and competitiusirtess environment. Advocates or
scholars of CSR have various notions and schotiiafghts about CSR which have spun and
change over time depending on the economic peilispeantd point of view.

2.3.1 CORPORATE SOCIAL RESPONSIBILITY AS A SOCIALBDIGATION

The first school of thought developed and advochieBowen (1953) views CSR as a social
obligation. He argued that at its very core, CSR aaesponsibility to society which goes
beyond complying with legislation and securing prdthis concept was further developed by
Carrol (1979) and he identified different typessotial obligations which range from

» economic obligations(being productive and econolyiegable)
» ethical and legal (keeping to laid down laws, valaad norms)
» philanthropic obligation(contribution to society)

Yet another school of thought argues that busihasge no responsibility to the society as a

whole but rather to those who directly or indirgciffect or are affected by the firms

activities. Pro-scholars of these views include &son and Preston (1995). They identified
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those who directly or indirectly affect or are atisd by the firms CSR activities into four
categories (Henrigues and Soclorsky (1999). Thedade

» organizational(employees, customers, shareholdepgliers)
« community(local residents special interest groups)

* regulatory (e.g. municipalities, regulatory systgms

* Media stakeholders.

2.3.2 CORPORATE SOCIAL RESPONSIBILITY IS ETHICALLPRIVEN

Besides being considered as a social obligatidreratchools of thoughts view CRS as ethics
driven. They see it as oscillating somewhere betvtke earlier two views (Bronn and Vrioni
2001). They argued that the underlying theme inptaetice of CSR is self interest which
enables business to gain the constituents (Swat@@®). It is thus evident that CSR is not
just some random undertaking in a firm, but rafla@ctions executed exclusively to achieve
organizational objectives and social welfare. Iyinty to understand the reason for the
different school of thoughts, Woodland identifigfetent perspective and angles from which
the schools of thoughts are developed, which irelud

» the business in general
» the firm
» decision maker(manager)

2.3.3 CSR IN A MARKETING FRAMEWORK

Recent research on CSR has focused mainly on thieetimay aspect. Sen and Bhattarcharya
(2001) has been increasing evidence linking CSRgrara and initiatives to business
performance and that corporate social responsibitincreasingly being recognized and
implemented by firms as they see it as being cktdreore business activities. In a bid to be
good citizens, most companies affiliate with causesh as aids, breast cancer, drug
prevention, gay rights literacy, mental and phyisittsabilities and racial harmony. Minette E
Drumwright (1996). CSR activities that have a ielato marketing aspects fall under one of
the following domain; cause-related marketing, ooape issue promotion, corporate social
marketing, social issues, mission marketing, orsieas branding Minette E Drumwright
(1996). Recently, there has been established afisagit increase in the amount of money
companies are willing to spend on social activitigth a marketing dimension.

2.3.4 COURSE RELATED MARKETING:

There is just one and only one commitment of buissinasing its resources and engaging in
activities that are designed to make it better ffincreasing its profit (Friedman, 1970,
1982)

This theoretical approach to CSR has been suppdedarious scholars as long as they
adhere to set obligations within the rule of themga (Fieserl996). Various social
responsibility initiatives have become popular otrex last century which has marketing as
their focus. One common and popular form of sudlviagis called Cause Related Marketing
(CRM). It involves a company making a certain amtoah contribution to a nonprofit
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organization when their products are purchased. eSpnominent scholars of CRM are
Varandarajan and Meneon (1988). They pointed oat &s well as CRM contributes to
societal well, it leads to an increase in compang®nue likewise, they defined CRM as
“The process of formulating and implementing mairigetactivities which are characterized
by an offer from the firm to contribute a specifiachount to a designated cause when
customers engage in revenue-providing exchangess#tiafy organizational and individual
objectives” (Varandarajan and Menon 1998). Earkssearch on consumers general response
have been done by many scholars like Ross, Stmgtdatterson (1992), Smith and Alcron
(1991). These researches were generally carriedtmwetermine consumer’s attitudes,
perception towards a company, or brand. Researohesverage show that consumers
generally have positive attitude towards compamasying out CRM (Webb and Mohr
1998). Consumers believe that companies spons@iRig are socially responsible and turn
to increase the willingness of consumers to bupm@apany’s product (Ross Patterson And
Stutss 1992). Mullen (1997) noted that CRM creatdded value and directly enhances
financial performance. In doing so, there is noldahat CSR acts as a foundation for the
long term value needed for a company to surviva tompetitive market environment and
thereby achieve competitive advantage over its @itigns, Collins (1993).

CRM can be viewed as a marketing program thatestrto achieve two objectives; improve
corporate performance and help worthy causes lyntinfund raising for the benefit of a
cause to the purchase of the firm’s product and&wices Rajan Varadarajan & Anil
Menon(1988). So generally speaking, CRM is CSR wwitirketing objective or a marketing
programme with social objectives.

There have been various critics on the conceptR¥ICIt has been frequently linked to sales
promotion as evident from Grahn, Hannaford, andekiyv(987), they pointed out that CRM
was a tie in between corporate philanthropy andssptomotion. Rajan Varadarajan & Anil
Menon(1988) argued that the distinctive featureGC&M is the firm's contribution to a
designated cause being linked to customers' engagirevenue-producing transactions with
the firm (exchange of goods and services for mangygy argued that firms have for a long
time used CRM as a means to enhance their corporetge, and to cultivate favorable
attitudes in the minds of consumers. With thesdsgaad objectives in mind, even after the
CRM programme ceases, the corporation can stilp kee boosting of sales increases as a
result of the goodwill generated among consumerth®&yCRM sponsored program. They can
boast of increases in sales due to an establisbesumer based that have been created
leading to whole new arena of loyal consumers. dnrying out CRM activities, most
companies hope to market their socially respondieleavior to consumers of their product
and create awareness at the same time about tioeiugis which have a direct impact on
their shares and customer loyalty (Stewart, 1998).

Given the same quality and prices of a produceaesh have shown that consumers will most
likely turn to associate themselves more with bgatitht have a cause related marketing
benefit(rsw,1993,1996). If properly executed, CR&k Iproved to be an important aspect in
the enhancing of companies image, reputation dise loyalty of a company. This is
particular true especially when CRM is properly @xed with a tie to the goal of the
organization and making it a long term objectivthea than a short term tactic to increase
sales of its products Duncan and Moriarty (1997).
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Some basic objectives of CRM both long term andtsieom as pointed out by Varadarajan
& Menon (1988) include; gaining national visibilitgnhancing corporate image, thwarting
negative publicity, pacifying customer groups, gatiag incremental sales, promoting repeat
purchases, promoting multiple unit purchases, ptorgonore varied usage, increasing brand
awareness, increasing brand recognition, enhanmiagd image, reinforcing brand image,
broadening customer base, reaching new market sggna&d geographic markets, and
increasing level of merchandising activity at teéail level for the brand. They stressed for a
need of the long term goals for causes like bugd&putation, and achieving loyalty.

Early research like that of Ross, Patterson, anttsS1992; Smith and Alcorn 1991; Webb
and Mohr 1998 have focused on the general respohs®nsumers to CRM. The most
common form of examined research to determine #regption and attitude towards the
company or product are those of surveys and irgersi Most research indicates that
consumers generally have positive attitudes towadispanies that have CRM programs.
They tend to such companies are socially respangiRbss, Patterson, and Stutts 1992).
These established positive effects has mostly f@rdpase and reasons for most companies to
engage themselves in CRM activities. However, ntoshpanies have found it difficult to
measure the direct amount of benefit or outcome dnses due to the implantation of a
particular CRM initiative. This is largely due tdimited research in this area of study. From
1989 up to the year 1992, CRM grew from $100 millin corporate expenditures to $254
million in the United States (Andreasen 1996). @figures for that same year placed it to be
as high as $2 billion (Smith 1994). A survey shovieat CRM was well perceived among
customers and that they directly affect the custtsmgecision making and judgment with
long term identification to the company (Carrind€&94). For example, 64% of American
adults surveyed said they believe that cause magkethould be a standard part of a
company's activities; 78% said they would be mikely to buy a product associated with a
cause that they care about; and 84% said causeetimaylkreates a positive company image.

2.3.5 STRATEGIC PHILANTROPY

Strategic philanthropy is defined by Debbie Thoand Linda Farrel (2002) as the systematic
use of organizational core competencies and ressure address key stakeholders interest
and to achieve both organizational and social bendfincludes social aspects like corporate
giving, volunteer efforts and other societal cdmitions. It involves employees, customers,
suppliers, societal needs, organization expertisiewinclude resources like, equipments and
finance. Strategic philanthropic practice in fircan be dated back to the 1980°s where it
emerged as a branch of corporate social respaigiaid as a management and marketing
tool in USA. Since then, many firms in many cousgrhave adopted strategic philanthropic
scheme as a means to tie firms societal activitidsisiness goals and objectives (mostly long
term) with the emphasis that such activities caddance business interest (smith, 1994) . In
embracing a strategic philanthropically approachC®R, firms turn to meet up with the
responsibility to their shareholders and their commant to the community (Saporta, 1997).
This branch of CSR are principally structured bynB into corporate foundations, employee
committees to oversee corporate giving and stafictions devoted to the effort. These
structures come at a huge cost to firm but at éimeestime, many firms have discovered many
benefits which outweigh the huge implementationt daosthe long run. These include,
increased customer loyalty, enhanced firm reputatamd strengthening of employee
commitment and productivity Smith (1994).
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2.4 COMMUNICATING CSR AND ADVERTISEMENT

As earlier mentioned, many organizations are ggtinctreasingly focused on CSR. More
companies have recognized the importance of CSRRtaat and are mostly integrating it into
their marketing strategy. Implementing CSR prograsngist one important step in the life
cycle of a CSR program. After implementation, irsportant to communicate this CSR
initiatives undertaken to the various stakeholderst internal or external stakeholders. In his
research on the importance of communication to C3&wkins,( 2005) noted that
“‘communication often remains the missing link i fbractice of corporate responsibility, so
companies are not getting full credit for theirpessible corporate behavior”. This implies
Communication is very vital for CSR to achieve tgwals or objectives it was meant for in
organizations. A company’s CSR actions can incréasattractiveness of its products. Early
research has shown that, preconceived knowledgebatidves of CSR activities by a
consumer has an impact upon the consumers bonayaityl, thus the importance of
communication should not be underscored (Sen amtt@8lcharya 2001). For organizations to
fully benefit from their CSR activities, they musbnsider the need to improve on the
effectiveness of communicating organizations resjd@ practices if the consumer’s loyalty
and purchase behavior is to be influenced. Thidieegommunicating the message to those
beyond those consumers who are already engaghkd iasue. It involves extending the net of
the CSR to fall beyond those already influencedtbypawkins, (2005) Different types of
communication activities include; advertising, wood mouth, sales promotion, public
relations and interactive communications betweee ttontact persons in different
organizations and between customers and compaRiaslic relations in the form of
environmental and social reports are becoming a&mopular means of keeping stakeholders
informed (shareholders, investment funds, busipesters, and employees). Websites are
also becoming very popular in communicating CSRveiets of organizations (Maignan and
Ralston 2002). Knowledge thus plays a very impartate in consumers’ evaluation of a
company and its products (Brown and Dacin, 199fgr& are various phases and strategies
in implanting a CSR campaign. Firms may choose feowombination of strategies which
constitute the basic features of CSR communicaiibey included

24.1 PROACTIVE/REACTIVE (RICKS JR, 2005)

A proactive program is one which is designed to grutorganization at the forefront of its

competitors by increasing its visibility to the pichin a bid to attract more customers and to
enhance corporate image. It does not benefit acpkt sector of an organization but rather
the whole company as a whole. This is as opposedactive program which have a direct
aim at addressing stakeholders concerns or in melspgo business shortcomings or
mismanagement. For example social and environmemtdiap respectively include that of

Nike addressing its Nike’s employment conditionsl an petroleum company like Exxon

addressing a key environmental incidence.

24.2 PROMOTIONAL/INSTITUTIONALISED (PIRSCH, 2007)
Promotional CSR programs focus on finding a linkween CSR and driving sales of a
particular product. For example, cause related etanyf activities. Further evidence from this
study shows that promotional programs lead to aorease in purchase intent.
Institutionalized programs on the other hand amp#atl to wipe out or downplay consumers’
skepticism on the firms’ motivation on adopting &R program Pirsch (2007). Further
evidence from this studies reveal that institutlzea studies are more effective at increasing
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customer loyalty, enhancing attitude towards thengany and minimizing consumer
skepticism towards CSR motivations.

2.5 THE FALLOUTS OF CORPORATE SOCIAL RESPONSIBILITY
PROGRAMMES

Summarily speaking, there is enough research abkestt a great number of rewards in the

implementation of CSR. Schiebel and Pochtrager 3p@@lieve that there exists six key

responsibilities or dimensions of CSR namely cusiamemployees, business partners, the
environment, the communities and investors. Cotpodacision makers must thus ensure a
proper management of these, to reap the full bisnefi CSR. These benefits range from

benefits to stakeholders and shareholders and gudstly in increasing the market share of

an organization. Benefits established after yedrsesearch include; benefits that CSR

inutilities provide to companies in term of enhargcthe consumer perception of a product or
service (Sen and Bhattacharya 2001). Fombrun aadl&h (1990) further suggest that CSR

increases the reputation of an organization argbing so enables firms to charge premium
prices, enhance their access to capital marketsattnact a greater and better number of
investors and employees. In a nutshell, it willdiehe company to have a competitive

advantage in the market place Fombrun and ShadR§0j. It leads or increases financial

performance, increased customer loyalty, minimizgls greater employee commitment and

motivation, reduces operating costs and enhanaesllimage and reputation Schiebel and
Pochtrager( 2003).

In today competitive market, customers are demandiore value for their money spent on

products and services. Recent surveys by Cone apdr1993) shows that most consumers
favor in one way or the other socially responsitenpanies. A survey carried out by Cone

and Roper in 1993 showed that one third of Amescsay that after price and quality, a

company’s involvement in socially responsible pigs is the next important aspects in

making a decision whether or not to buy a brand.

To buttress our understanding of corporate soespansibility, we shall look at the concept

this time from the empirical perspective as exmdibelow.

2.6 EMPIRICAL REVIEW OF THE CONCEPT OF CORPORATE CGBL
RESPONSIBILTIY.

In this section, one empirical research work, ormpomate social responsibility shall be
reviewed with emphasis on the methods used, sagy@ikperimental findings and
conclusions drawn. The concept of corporate soesgdonsibility has evolved over time and
many multinational corporations and companies heaen working on how to best apply and
adapt these concepts to enable them create positstemer awareness and benefit from
customer loyalty. There has been some empiricaleede which explore the relationship
between CSR and customer loyalty and how firmseateehts from the CSR concepts if well
implemented. We shall review one major experimerexplore some of the importance that a
firm will benefit if the concepts of CSR are wetiplemented.
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2.6.1 EXPERIMENT REVIEW

When firms embrace and implement the concept of @8R create some awareness amongst
various stakeholders especially the consumersinflethical. This may cause their
customers to be loyal to their services or produltte first reviewed experiment explores
consumer awareness of CSR in the Australian bard@ntpr and comes out with some
interesting results and conclusions.

2.6.1.1 INTRODUCTION

There is a record number of research works on tisenbss benefits of undertaking corporate
social responsible initiatives. With the large amioof money that is fueled to such activities,
shareholders in general have for a while now begsstipning such projects based on lack of
evident in most cases of business benefits. Astie time consumers are beginning more
skeptical of such activities. At times make degisidbased on such skeptics. However, this
skeptics and response by consumers to CSR ing&tiill be of very little practical relevance
if the awareness of such initiatives among consan®rvery low. It is therefore safe to
assume that awareness of firm CSR activities iy eeucial if CSR is to act as a point of
reference for decision making by consumers McWhiikaand Siegel (2001). It is in this light
that a research was carried out to determine tharemgss state of consumers of CSR
activities of business and also to determine ttient to which consumers are aware of the
social issues firms engage with their CSR progrdrhs research, titled "Consumer response
to corporate social responsibility initiatives: Amvestigation of two necessary awareness
states” by Sara Dolnicar, Alan Pomering, UniversityWollongong. This investigation was
carried out in the context of the Australian bagksector.

The choice of this case study (Westpac) is an inéal one because of the following:

(1) Its reputation with respect to its implemeraatof CSR activities based on its domination
on the Australia’s annual corporate responsihititex.

(2) The banking sector being a high involvemenviser with characteristics that include
frequent consumer purchase, risky markets for aoess, consumes buying behaviors. This
is true because in a high involvement arena likkaak, consumers process information
actively before making a buying decision. Whiclhis other way round.

(3) There is a strong and continuous or ongoiragtiomship between customers and their
banks. The consumer has an ongoing relationshiptive banks that is very relevant for both
parties. This leaves the bank with many forms oftacts and marketing communication and
interaction with their consumers at many levelg]uding retail branches, internet banking
teller machines etc.

4) The Australian banking sector has for a whil@mto the experiment been experiencing
considerable amount consumer disaffection due popwmlar operational practices, such as
the introduction of fees and the closure of retméinches in rural areas. This has given
consumers the appeal to focus more on rewardin@glgocesponsible firms and thus the

desire for information on CSR. In such an environti is expected that consumers will be
comparatively be more alert of banks CSR activities
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2.6.1.2 METHOD AND SAMPLING

A total of 415 consumers completed the permissiasel online-panel survey which was
conducted by a commercial research service provitlee panel members where randomly
selected from the database to represent the Amastrabtult population. The questionnaires
contained a number of questions aimed at undeisigiticeir CSR awareness level.

1 General familiarity
Respondents general level of familiarity with a durot related characteristics and social
initiatives of their brands was determined by usingeven point scale anchored at not very
familiar and very familiar in the questionnaires.

2 Verbal CSR stimuli
A list of actual CSR that Australian banks weraelted to was developed, which was done
by studying the bank Web-pages as well as throotgniiews with representatives of each
bank who was Responsible for CSR initiatives. ERpartner with Good Shepherd Youth &
Family Services.” Respondents were then askeddigragach initiative to a bank or to state
that they were unsure which bank was engagingisnnitiative.

3 Graphical CSR stimuli
The same question was repeated but this time wgegghical stimuli rather than verbalized
descriptions of the initiatives. Graphics includegos and etc.

1. Awareness of social issues
Respondents were presented with a list of 12 s@saks which appeared on bank web pages
in relation to their CSR initiatives. And their E\of awareness of each issue was determined
using a seven point scale anchored at very lowvang high. The issues included: “general
Employment conditions; the environment; corporaiading for the arts; national Social
problems; ethical business practices; the finargléls of indigenous Australians; the work
of different charities: corporate funding for spakecutive pay levels in public companies;
ethical supply chain sourcing; educational problevhghe financially disadvantaged; and
local community social problems”

2.6.1.3 RESULTS

* General familiarity
Respondents reported significantly higher awarenédbeir bank's financial activities than
its pro-social performance. Those reporting beifagniliar" to "very familiar" with their
bank’s financial activities made up 39 percentespondents, while those reporting the same
degree of familiarity of their bank's social adiieé accounted for only 12 percent of
respondents. Only seven percent of participantsvemesl "yes" to being familiar with any
initiative(s) their (main) bank was involved in athat improving social or environmental
conditions in their community.

» Verbal CSR stimuli
In trying to match a variety of social partneredjaizations a CSR programs in different
banks, and using written examples of such CSRaings, the experiment pointed out that
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general awareness was low with a greater percemfagespondents being unsure (between
54 and 91) and the percentages of those makingractanatches ranging from 2 percent to
13 percent

» Graphical CSR stimuli
General awareness in matching the logos was eqlally with those answering "unsure”
falling between 74 to 93 percent. These low leaeésgenerally surprising as the researchers
were expected that customers will benefit from aisecall of banks logos which is usually
associated with a CSR message.

» Awareness of social issues
The research indicated a general low level of amese. "Very high awareness" of the 12
social issues taken from the banks own websitéétlveen 1 percent and 9 percent. The
highest number of respondents felt familiar witiiesnmental issues.
"Very low awareness" was between 8 and 34 perdamispondents. Corporate funding of the
arts accounted for the least familiar social issue.

2.6.1.4 CONCLUSION

The aim of our study was “to examine the level wheeness of CSR initiatives Australian
banks are engaged in as well as the awarenesseofdbial issues Underlying these
initiatives” the above results indicate a geneoaV level of awareness of social issues and
initiatives engaged in by banks and there was &mgétow awareness level of specific CSR
initiatives of individual brands and an equally |dewel of awareness of initiatives banks
involved in which was aimed at improving social emvironmental conditions in their
community.

The literature reviewed above provides some inld@ansights on consumer awareness
about CSR. These findings contribute significartdyour understanding of CSR and the

attainment of our objective of providing an in-depinderstanding of CSR. However to

completely attain our remaining objectives notattigit of corporate compliance to social

responsibility, we need further data and analysimméke dependable conclusions. For us to
effectively realize this objective we need a methodnalyze how our data was gathered,
analyzed and finally how we presented our findinbsis is the fundamental objective the

chapter that follows.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.0 CHAPTER SUMMARY

This section brings out the approach used to ansineresearch questions. This approach
gives an empirical explanation on answering theassh question by using a research design,
methodology approach, and methods of data coliectieethod of data analysis and validity
and reliability of the method. All these will give better picture to explaining how results
were achieved.

3.1 RESEARCH DESIGN

This research work was based on an exploratorygdetsi answer the research questions
because of the set objectives and nature of th&. v@nauri and Grgnhaug (2005) defined a
research design as an overall plan for relatingctimeeptual research problem to relevant and
practicable empirical research. In order words, tesearch design provides a plan or
framework for data collection and its analysis. fEhare three types of research design
exploratory, descriptive and causal. This reseavebrk was exploratory aimed at
investigating/evaluating the CSR initiatives in feient multinational companies. A
gualitative research method was used in this stodxplain how far multinational companies
carried out their CSR initiatives and match witmceptual framework.

Another important aspect worth mentioning in oweach design is the time horizon used.

Sekaran(1992) opined that the time horizon mayeeibe cross sectional, one shot (data
collected at once) or over a period of several daysionths or longitudinal study whereby

data is collected at more points in time. This gtagted for a cross sectional time horizon of
Zikmund (1997), and Sekaran (1999) in order to gadmough data as possible over a long
time period.

3.2 METHODOLOGY APPROACH

The research approach was exploratory, based oasa study of some multinational
companies and how their CSR initiatives were beainglyzed using web based sources. Yin
(2003) defined a case study as an empirical inqtigt investigates a contemporary
phenomenon within its real-life context, especiallyen the boundaries between phenomenon
and context are not clearly evident. The usefuliiésbe case study approach lies in the fact
that it clarifies doubt between a particular pheeoon and a practical situation. Many
conceptual theories have been written over the gestdes on the best CSR programs but a
detailed investigation/evaluation of CSR initiagvey multinational companies had not yet
been explored. The case studies used in this ssuglynultiple-case design were information
about how far these salient multinationals analymer CSR initiatives were done through
web based sources. This work was exploratory iareatnd we used a multi-case design.
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3.3 DATA TYPE AND METHOD OF DATA COLLECTION

There are mainly two sources of data namely prinaauwy secondary data used by researchers
in order to properly answer their questions anairtet research objectives.

Primary data refers to data that has not yet beecepsed and is still in its raw or original
state. Such type of data is gathered through iees; observations, field surveys or the
administration of questionnaires.

Secondary data on the other hand is one thatlegat from previous research works and has
thus been processed or refined.

This piece of research work used mainly secondatg 8ecause of its largely exploratory
nature. It made use of a plethora of previous rebeaorks in the domain of corporate social
responsibility and other related domains whichratevant for the attainment of our research
objectives.

The data collected or gathered in this researctk w@s generated from a broad range of
internet based sources. This method of collectias mreferred because it provided an easy
access to a rich pool of previous research works.

This method was used to gather secondary dataeorotiporate social responsibility activities
of a number of salient multinational corporati@perating in several continents across the
globe. The data collected was analyzed and presastexplained below.

3.4 DATA ANALYSIS AND PRESENTATION

Data gathered in order to answer the research ignesand attain the objectives of this
research work was analyzed qualitatively and ptesetno show how the results were
obtained.

The presentation was done in the form of case esugith each corporation on which data
was collected presented as a separate case study.

In each case study examined, our interest wasdweidge a rundown of the corporate social
responsibility initiatives undertaken by each aégl multinationals followed by an analysis
of their flaws in the domain of social responstyiliThe motive for this was to provide an
unbiased or balanced perspective and approachswweaimg our research question on the
extent to which corporations comply with corporsdeial responsibility demands.
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3.5 FRAMEWORK FOR ANALYSIS AND CONCLUSION;
MANAGEMENT RESPONSIBILITY

In an attempt to check on social responsibility pbamce, we decided to use the following
management responsibility framework as an instrafteamnique to link our research
findings to our conclusions. Though this technibighlights the mainly the ethical and legal
aspects of corporate social responsibility, we i@rst invaluable in linking our findings to
our conclusions In order to better link this cortagp shall first and foremost explain the
three ethical approaches with a management pergpé¢Carroll 1987); immoral
management, amoral management and Moral management.

1. IMMORAL MANAGEMENT:
Immoral management is characterized by corporatdnsse decisions, activities, actions and
behavior are in every way opposed to what the confiymand stakeholders see as right or
ethical. Corporations under such a managementlagule only about their success and
profitability. They will stop at nothing to achieyeofits and they see ethical and legal norms
basically as a barrier to progress and profitabilitheir overall goal is to exsploit
opportunities in all form possible for personakorporate interest. Such corporations are
mostly responsible for polluting the environmeabdr exploitation, actively disregard of
community needs, taking full advantages of a conityuasources without giving back
anything in return, violating zoning and other o@hce whenever it can for its own
advantage, plant or business closing leading tdgsdin all form, taking advantage of
customers in marketing decisions, advertising,ipgicpackaging, distribution etc. This is the
worst forms of managing and can be alternativeigrred to as irresponsible management.

2. AMORAL MANAGEMENT:
Amoral management fall somewhere in-between immuelagement and moral
management. Such corporations go on with theiydaihedule not being aware of the fact
that their actions and decisions may have a detgée@ffect on others, be it its customers or
the community in which it operates. This could belauted to carelessness or negligence.
Corporations under this category stay under thal legpbrella as their guide to what is ethical
or not. They find their form of ethics within thegal sphere in business. example: The beer,
liquor and cigarette industries did not anticipii&t their products would create serious moral
issues like alcoholism, drunk driving deaths, l@agcer, deteriorating health, and offensive
secondary smoke in effect, they run their busibgssdhering to laid down laws by
governments without looking at what's fair from therspective of the customer and no
consideration given to the ethical implication wieractions with customers. Furthermore,
they do not take the community or its resources antount when making their decisions as
long as what they are doing falls within the law.

3. MORAL MANAGEMENT:
In moral corporations or corporations characterizgdnorale management style, ethical
norms that adhere to a high standard of right hehawnd standards are executed. Such
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corporations adhere to accepted and high levgtsaiéssional conduct, and also commonly
exemplify leadership on ethical issues. They aiteatg profitable, but only within the
confines of both sound legal and ethical dimensiensh as fairness and justice. Such
corporation view law as a minimal ethical behadnd have an objective to operate well
above laid down laws. An example of a moral managenmclude when IBM pioneered the
development of an Open Door policy by which empésymight pursue rights and also a Four
Principles of Privacy to protect privacy rightseshployees. Such corporations are
characterized by their fair treatment of customfatis,value to customers, full disclosure, fair
guarantee and satisfaction and a fair interpretatitd respect of consumers’ rights. They see
community and corporations goals as mutually inddpat with respect for environment and
they are constantly involved in institutional creatfor the good of the community.

These management categories shall help us at theféhe paper to determine and choose
the management category that suits the behavicorpbrations examined. This link is
important in attaining our objective of the extemtvhich corporations adhere to CSR
demands by providing a more technical perspective.
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CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS OF FINDINGS
4.0 CHAPTER SUMMARY

As earlier stated, this piece of research workargdly exploratory; it pulls secondary data
from a broad variety of internet based sourceghis chapter, secondary data collected will
analyze and presented in the form of case studiesget a clear picture of the extent of
corporate compliance with CSR demands, our findimmge been analyzed and presented in
two main parts for the various case studies exainimemely a look social responsibility
initiatives followed by a critical look at the agties of these multinationals from the social
responsibility point of view. This presentation liamue is preferred in order to provide a
balanced or unbiased judgment which will ultimatglyde us towards ascertaining whether
corporations really match their socially resporigibipropaganda with concrete actions or
whether itis merely some sweet and banal tafddase their stakeholders.

4.1 CORPORATE SOCIAL RESPONSIBILITY IN PRACTICE

After carefully reviewing the concept of corporagecial responsibility theoretically and
empirically, this chapter shall focus on a critiatamination of the practices of some
renowned multinational corporations in the light thfe already elaborated concept of
corporate social responsibility

4.2 THE CASE OF SHELL IN THE NIGER DELTA REGION (MGERIA
4.2.0 INTRODUCTION

Shell operates in Nigeria as Shell Petroleum Degraknt Company of Nigeria, SPDC in
which she owns about 30% of the shares. She stédeail exploration activities in the
Nigeria as early as 1937, though it was grantademse to operate in 1939.Shell started with
a modest production level of 6,000 barrels of crodeper day in 1958, current level of
production stands at more than one million bampelsday accounting for more than 50% of
Nigeria’s production.

4.2.1 SHELL’'S CORPORATE SOCIAL RESPONSIBILITY INIATIVES IN THE NIGER
DELTA REGION

Despite a series of initiatives by SPDC towards Miger Delta community such as
infrastructural and community development projept®grammes in the domains of health
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and education, SPDC has still considered as aiclagzample of a socially irresponsible
multinational through her damaging activities irthin the Niger Delta region.

SPDC has been involved in a plethora of initiatia@sied at being socially towards the
communities in the Niger Delta region. Most of thastiatives are undertaken in partnership
with  local institutions like the Niger Delta Ddepment Commission, NDDC, private

companies ,governmental agencies and internatmngalnizations and involves initiatives in

the following domains,

The construction of basic infrastructure and s@wiike road construction putting together of
development plans, the piloting of training prograenfor the middle local people in the
Bayeelsa state to build their capacity for commudévelopment

In partnership with Glbacom, a Nigerian telecommsations company SPDC sponsors
projects aimed at training people in small scalsiress management and mobile phone
operations.

In the domain of health, SPDC works in partnershigh Africare to reduce the impact of
malaria on mothers and children within the Nigett®¢hrough awareness programmes and
the distribution of drugs and mosquito nets

Shell has invested a substantial amount in itsnsifie research and development, and the
company has produced a standard declaration adhéointhe principles of sustainable
development, as well as contributing to the bugdaf hospitals and awarding of scholarships
to Niger Deltand

Oil exploration is an energy intensive activity vdevere repercussions on the environment.
As the major oil exploration company operatinghe Niger Delta region, SPDC has clearly
demonstrated her degree of social irresponsibilipough the disastrous effects of her
activities on the Niger Delta ecosystem and thall@ommunities therein. The following
paragraphs critically examine the flaws of SPDChimitthe context of corporate social
responsibility.

4.2.2 A CRITICAL LOOK AT THE ACTIVITIES OF SHELL INTHE NIGER REGION
FROM THE SOCIAL RESPONSIBILITY PERSPECTIVE

a. Gas flaring

Nick Ashton-Jones et al( 1998,p 158), hold thaititeonies to wasteful oil industry
operations, gas flares are a distinctive featur¢hefNiger Delta landscape. Most of these
flares burn 24 hours a day and some have beingydairior over 40 years. Communities near
these flares have been deprived of even the comffaights natural darkness

C. Ake (1999) further adds that it has been esedh#tat Nigerian oil fields are responsible
for more global warming effects than the combingdields of the rest of the world
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He further comments that though it has not bedyg &dsessed, the impact of gas flares on the
local ecology and climate as well as people’s heafid property is evident. The extremely
high levels of CO 2 and methane gases that arasedeto the atmosphere also impact climate
patterns beyond the local level

There is nowhere else in the world that we havén sumassive scale of the burning of the
natural, non-renewable resource and it is crimynaéigligent of Shell..................... T. Turner
(2001).

b. Acid Rain

G. Ekanem, (1999) believes that acid rain .a direstilt of gas flaking is taking a toll on the
Niger Delta/Acid rain deprives people of drinkalbéenwater and stunts crop growth, it is
also affecting peoples

The environmental effects of these are far reachsghe Niger Delta is rapidly loosing her
rich biodiversity and natural habitat as SPDC curdi to operate in the area with such
impunity.

c. Pipeline leakages

Besides the grave problems associated with gassflanil leaks and consequent oil spills
caused by rusted pipelines continue to define Slaelivities in the Niger Delta

According to its data Shell admitted there were 8ilSpills between 1997 and 1999 out of
which 170, an alarming 20.85%were caused by itsosme pipelines (2)

M. Fleshman (1999) claim that the resulting ecalabidevastation seriously impacted the
residents at Otuegwel community villagers in mamas claim that when pipelines corrode
and leak, oil workers will inspect but not repdietleak instead villagers say oil companies
often claim sabotage

However Terisa Turner a world renowned authority thke political economy of oil
corporations, slams at Shell s sabotage claimsxppseng the falsity of Shell’'s "sabotage"
thesis. " The claim of sabotage is patently falSke oil companies have been claiming that
the oil spills, the pipeline explosions were allsad by sabotage. But there is no evidence to
this so far. These are just lies, distractionstksing of responsibility on the part of the oil
companies - and Shell here is the most seriousitulpr. Turner (2001)

She further reiterates that even if we accept tipards provided by Shell as "correct”, we
wonder if the company could justify any of the kpias contributing to the principles of
sustainable development and corporate social regmbty.

The amount spent by Shell to promote its commitnb@iebrporate social responsibility in the
Niger Delta is grossly insignificant when compartedthe huge environmental risks its
operations continue to cause to the people and/siews of the Niger Delta. As the largest oil
company engaged in the Niger Delta, Shell is resibba for more than 60% of the gas
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flaring, a practice which destroys the ozone lagad cause irreparable damage to the
ecosystem. According to Terisa Turner, "it is criglly negligent of Shell..............

d. Fueling of tensions between state and local comtiesni

Shell’'s conduct in the early to mid 1990s whichnaulated to the Brent Spa controversy, the
suppression of the civil society in the Niger Dealtdminating to the hanging of Ken Saro

Wiwa incited a an international movement against ¢tbmpany.. Shell became associated
with what British Prime Minister John Major term§gddicial murder” A. Groves (2008)

Pegg (1999) in his assessment of Shell in Nigegaead that multinational corporations have
a catalytic effect in bringing local populationantonflict with state security forces as well as
being directly involved as their staff are somesmghysically present when threats of
retaliation are made should the communities disougiroduction.

43 THE CASE OF THE MULTINATIONAL SPORTSWEAR
MANUFACTURING GIANT -NIKE
4.3.0 INTRODUCTION

This chapter describes and criticized a case otiimational company social responsibility
with respect to it stakeholders. The case considisr&lIKE Corporation. Nike is a giant and
leading sports wear Multinational Corporation. 864, Philip Knight, a University of Oregon
runner, co-founded Blue Ribbon Sports with his to&ill Bowerman (Nike, 2004). The idea
was to import athletic shoes from Japan to comipetiege German-controlled market. In 1965,
the operation sold its shoes at high school traekteout of a van. A year later, Blue Ribbon
Sports opened its first retail location, and in 29@e company name changed to Nike. The
company grew dramatically over the coming decadesl Nike is currently the largest
manufacturer of athletic supplies in the world (&f&r2002).

4.3.1 NIKE AND SOCIAL RESPONSIBILTIES

Nike defined corporate social responsibility asiategral part of how they could use the
power of their brand, energy and passion of peapkthe scale of their business to create
meaningful change. hitp://www.nikebiz.com/responsibility/ Their corporate social
responsibility principles and practices are tod®libusiness returns and become a driver of
growth which builds deeper consumer and communitynections and to create positive
social and environmental impact in the world.
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The above mention corporate social responsibilaynts by Nike has also been criticized by
many stakeholders and scholars and some of thi¢éisesors are explored below.

43.2 A CRITICAL LOOK AT NIKE'S ACTIVITIES FROM A ®CIAL
RESPONSIBILTY PERSPECTIVE.

1) Employees Working Conditions in Foreign ManufaatgrPlants (Asia)

Most Nike employees in the Asians countries (Chinayl been going through bad work
conditions that are sweatshops working conditidngurnal written by Simon Zadek (1990)
titted The path to Corporate Responsibility statledt protesters railed against sweatshop
conditions at its overseas (principally China) digrp and make Nike the global poster child
for corporate ethical fecklessness. Also in Jun@61Bob Herbert, a New York colunmnist,
criticize Nike labour conditions with accusationbeged that Nike built its wealth and
products with the ‘slave’ labour of young Asian weam (Herbert, 1996)

2) Consumers, Labor Activist and International CorpioraCriticism

Many consumers, labor activist and internationatpocations criticize Nikes working
conditions and Nike was described as a human raghtse, violence to laborers and hideous
working conditions within Nike’s Asian facilitiesS@vage, 2002). The news rooted itself
quickly in consumers, and protests and small bagayrang up around the country. Over 40
demonstrations occurred at nationwide Nike towr#) wne Nike town grand opening being
marred by the arrest of 19 demonstrators (Emer2@dl). Nike's image was stained, and it
was pressured to respond

3) Child labor In Asia

Nike Corporation was accused of child labor in B and China when children below the
working aged were employed in their manufacturioghpany due to cheap labour. This
aspect was greatly criticized by labor activistn m@vernmental organizations on their social
responsibility.

4) Poor Wage Scale

Naomi Klein, in her widely read book "No Logo" dealuite extensively with Nike, accusing
them of abandoning countries as they developeeredty and employment rights in favor of
countries like China, where these are less of & &b points to a photo published in 1996
showing children in Pakistan stitching Nike footbas an example of the use of child labor.

34



Other critics have suggested that Nike should pi#di all of its factories, and allow

independent inspection to verify conditions théey auditing carried out by Nike should be
made public. A lot of focus is given to wage rapasd by the company’s suppliers. By and
large, audits have found that wage rates are abwvenational legal minimum, but critics

contend that this does not actually constitutardifang wage.

5) Environmental critics

Nike Corporation has been criticized in less degvetb countries (Pakistan, China) for its
environmental hazards cause in these countries.yMahnits waste materials in its
manufacturing plants in these less developed cagntwere not well treated. Many
environmentalists in these countries criticize NSikavironmental policies.

Nike Corporation being the leading sport wear coapon worldwide has undergone many
criticism concerning her corporate social respdhsibin recent times and till date the
corporation has invested a lot in making workalttategies on corporate social responsible
programmes especially in the less developed cesnwhere it manufacturing plants are
located. Also Nike Corporation has been criticibgdUnited States citizens for practicing off
shoring by opening their plants in developing coestwhere labor is cheap.

4.4 THE CASE OF PFIZER INCORPORATED
4.4.0 INTRODUCTION

Pfizer Incorporated based in New York is ranked agst the top pharmaceutical companies
in the world in terms of sales. Pfizer produceedent types of drugs namely Lipitor,
Pregabalin, Flucazonale Viagra with many other drugfizer Incorporated has several
branches in Europe, South America and North Ameritais case study looks at the various
CSR initiatives of Pfizer Inc followed by a criticexamination of her CSR programs.

4.4.1 SOCIAL RESPONSIBILTY INITIATIVES OF PFIZER IBIORPORATED

Pfizer Inc is a member of the rapidly changing camity and they strive to adapt to the
evolving needs of the society and contribute todberall health and wellness of the world.
They try to review and improve their efforts todes their impact on the environment,
nurture a work place of diversity and inclusion ammhduct responsible practices. Some of
their CSR programs are briefly discussed.

a) United States Patient Assistance Programs: Thigrano helps low income patients to
get free prescription and assist patients to gegquiptions they need.

b) Medicine safety education: Teach the society ablmutisks and benefits of medicines
and gain a better understanding of the factors taat affect risk perception.
Furthermore, Pfizer educates the society on theipsite on the risk and benefits of
medicine.
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c) Energy and climate change: Pfizer Inc is also lgighvolved in climate change
programs which seek to minimize the cost and ojmeralt restrictions arising from a
carbon-constrained environment as well as redudee® contribution to GHG
emissions.

d) Pfizer Inc has also initiated a corporate respalityibeport and also anti-infective
timeline programs which help diverse stakeholdeasi more about the case work to
build sustainable health care solutions and bagenst infectious diseases.

The above mentioned CSR programs suggest how Pfieets up with the challenges
of the evolving society of today and the future wdwer Pfizer has undergone much
criticism over the past years on CSR programs antesof these critics are explained
below.

4.4.2 A CRITICAL LOOK AT PFIZER ACTIVITIES FROM CSRERSPECTIVE
A) Pfizer's controversies in the phase Nigerian Dige&3utbreak

Following the outbreak of measles, cholera and ngtié in Nigeria in 1996, Pfizier
representatives went to the Northern Nigerian oftyjano to assist in the treatment of the
affected population. An experimental antibioticvitoxacin was administered to about 200
children. Local officials in Kano believe that 5@ildren died from infection while several
others developed mental and physical deformities2Q01 local and federal authorities as
well as families of affected children filed lawsuitregarding this unethical treatment
.according to the lawsuit Pfizier administered thevaflovacin nowadays marketed as
Trovacin without parental consent. The suit furthecused Pfizer of using the outbreak as an
opportunity to perform unapproved human testing/els as all edging under-dosing a control
group being treated with traditional antibioticsarder to tilt the results in favour of Trovan.
The Nigerian Food and Drug administration (FDA)March 1999 released a statement in
which the use of Trovan was restricted to life-eatth situations due to the risk of liver
failure or damage which frequently occurred afeav tlays of treatment.

B) An Unclean Environmental Record

Environmental agencies like Environmental Protectidgency (EPA) consider Pfizer
amongst the top 10 companies in America with thestnmumerous emissions sources. A
landfill and two wate water lagoons in Ledyard, Gecticut (CT) mear the Pfizer plant in
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Groton, Connecticut, are a source of groundwatdiufan in the area. The Connecticut
Department of Environmental Protection (CT DEP)dhthat pfizer site is active under the
CT DEP Site Remediation Program. A chemical exploan June 2002 at Greton plant
injured seven people and caused the evacuationeofl®0 homes in the surrounding area.

C) Unethical Testing of HIV/AIDS Drugs

Pfizer had been under the spotlight for negatiasoas for her role in the quest for a cure for
HIV/AIDS pandemic. There are criticisms of the wfjizer is testing its HIV/AIDS drug.
The European AIDS Treatment Group (EATG), collettiof activists from 31 European
Countries, said the design of the trial for Pfize€CR5 inhibitor Maravinoc (previously
known as UK-427,857) is putting people with, V ictien at unnecessary risk of developing
AIDS.

45THE CASE OF NESTLE SA
4.5.0 INTRODUCTION

Nestle S.A. is a multinational packaged food comypavith headquarters in Vevey,
Switzerland. Nestlé has grown into to becomingdhe of the largest food company in the
world with a turnover of over 87 billion Swiss fi@ Nestle S.A. has a plethora of products
namely Nescafe, Nestea, Nesquik, Nestle, Milo andraber of other products sold globally.
This case study examines the social responsibilitiatives of Nestle S.A followed by a
critical examination her activities from a sociasponsibility perspective.

4.5.1 SOCIAL RESPONSIBILITIY INITIATIVES OF NESTLE.A

As a leading multinational in the global food inttys Nestle S.A has a carefully designed
and adapted CSR program to meet the social redplitysiemands of the 21st century. The
following paragraphs details her social responigyaiitiatives

a) Nestlé’s Commitment to the Creation of shared value

Nestle is committed to the creation of shared vddyehelping improve yields,
incomes and quality of life while securing supplifs high-quality raw materials.
Nestle is also committed in encouraging respongbdetices among suppliers which
promote more sustainable methods in their suppfynciNestle is committed to the
conservation of natural resources, provisionab gpportunities in safe work places,
widening access to nutritional products consumefeprand generate local investment
and economic growth.

b) Nestle ‘s Global Sustainability program:

Nestle has a broad and sustainable program adressdrld in a quest to meet the ever
growing demand of today’s’ rapidly evolving sociddpw Jones Sustainability Indexes
(2006-2007) ranks Nestle amongst the top groualldbod companies on sustainability
aspects. This is largely thanks to Nestle's pradacof sustainable products which take
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into consideration global health problems like atyegn countries. In countries like
Venezuela and Brazil obesity programs has beemplace to help obese people.

c) Best practices in water management:

Different Nestlé markets sourcing agricultural naaterials from farmers have embarked
on various initiatives to improve water managemaiese initiatives are important and
have proven successful. However, so far there leas oo little exchange of related
information between markets. In order to collee kmowledge already available in some
Nestlé markets and to make it available throughbatcompany, Nestlé’s agricultural
department will take the following approach:

« Collect information about existing Nestlé and inttygnitiatives, highlighting the
most advanced practices and indicators elaborateld cantinuously updated with
experiences of different markets.

« Summarize and arrange the information in a “Advdnééater Practice Repository”
accessible to all relevant Nestlé staff;

- Disseminate the know-how through case examplesjriigg and workshops;

- Advance water practices as far as applicable inNtstlé Farm Assurance Manuals
implemented in the different markets.

+ Champion an industry-wide initiative on water angrieulture from within the
Sustainable Agriculture Initiative (SAI) to improwveater efficiencies on a large scale,
creating opportunity for all companies.

The above explanation shows to a greater exterdcds® is a socially responsible
company. There are some criticisms however on sanie CSR programs which will
be explore below.

452 CRITICAL LOOK AT NESTLE S.A. ACTIVITIES FROMA SOCIAL
RESPONSIBILITY PERSPECTIVE.

» Sale of Contaminated Products By Nestle Purinagnézuela

In what become popularly known as Nesle PurimascimsVenezuela in 2005, Nestle
S.A. was accused of selling thousands of contaedhanimal feed in the South
American state of Venezuela. Nestle Purina locahtis included Dog Chow, Cat
Chow, Puppy Chow, and many others. On March 3, 20@5Venezuelan national
Assembly, the country’s highest law making bodyused Nestle of violating quality
standards and she was compelled to compensate ©whéne animals which were
victims of the contaminated products.

* The use of Genetically-modified organisms (GMOPmoduction

Nestle S.A. is arguably the world largest food campand thus produces a wide
variety of products for her consumers across thddwélowever, she has often been
criticized for using banned Genetically Modifiedganisms for production. In a test
conducted by Greenpeace in August, it was discavénrat Nestle used Generally
Modified Organisms in the production of Chinese digsk. A Chinese woman
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reportedly sued Nestle since the used of Genetidddidified Organisms in that kind
of product was prohibited by local law. In Noveml2805, Nestle opposed a Swiss
ban on Genetically Modified Organisms.

* Reliance on Slave-labour Suppliers

Another salient social responsibility flaw by Nests noticeable at the level of her
reliance on supplies believed to be purchase byeslabor, thereby implicitly
endorsing the act. Forbes magazine in April 20@i6larreported Nestlé’s purchase of
chocolate from plantations which employed slaveitahhe article further stated that
the International Labor Organization (ILO), estiethtthat 284, 000 child laborers
work in cocoa farms in the Ivory Coast. Global Exghe and International Labor
Rights are dragging Nestle commodities traders é&réaniels Midland and Cagili to
court in the US under the Torture Victim Protectidot as well as the Alien Tort
claims Act. Nestle signed an agreement called tbeo& Protocol in which she
pledged to find a way by July 2005 to certify that chocolate products had not been
produced by under aged or forced labor.

* Involvement in Outsourcing and price-fixing

Workers Unions representing Nestlé’s employees dwade united in the United
International Union of Food (IUF), have expressedosis concerns over a number of
workplace issues including Nestlé’s move aimedusaurcing of its manufacturing.
The IUF launched Nestlé’'s Watch, a new web baséthtime in October 2008 to
bring their concerns to the limelight. Nestle wasirfd guilty in December 2007 of
colluding with other milk producers to fix prices GGreece.

* The Presence of Melanin in Chinese Milk

The government of Hong Kong in September 2008 ddinthat she had found
melanin in Chinese made Nestle milk product. ThéeyDRarm milk was made by
Nestlé’s subsidiary in the Chinese coastal cityQohgdao. In October 2008 the
Taiwan Health Ministry also announced that six g/pé powders produced in China
by Nestle contained traces of melanin. In the pluigbese unpleasant events, Nestle
was compelled to recall her milk products produice@hina.

45 THE CASE STUDY OF ENRON
4.6.0 INTRODUCTION

Over the lifetime of corporate running and practjamany firms have been born and likewise
many have fallen due to many reasons. One reasbmast common reason that comes to
mind are the irresponsible practices of corporatidPerhaps the most common name that
comes to when companies that have lived out tifeispan due to corporate irresponsibility

is ENRON, amongst others like Arthur Andersen, iBhiMorris and Union Carbide.
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Companies operate as corporation entitled to afskeigal obligation but like in the case of
ENRON, most companies will resort to all means pierate outside this legal parameter and
adopt a more irresponsible practice. Most of thessponsible practices, adopted by the
executives of corporations for selfish reasonssalesequently felt hardest by the stakeholders
which include employees in the form of lost of jplasd lost of life savings in bonds and
retirement benefits that was tight up in one watherother within the company, Thus the call
for more social responsible practices in the posbk scandal.

4.6.1 THE ENRON SCANDAL

November the 8 2001 marked a turning point in the life of thertheo talked about and
successful corporation in the United States halfillegl regular high quarterly profits and for
its reputation in successfully being innovativehe business world like in its application and
use of the real options theories. This day matkedbeginning of an investigation by the
Securities and Exchange Commission into some ohdétounting irregularities. The end
product of this investigation was that ENRON warcéa to write down its earning dating
back to 1997 by 20% and to reduce its retainedimgsrby $2.2 billion. This was in respond
to some malpractices or irresponsible practice€bson which included; the exclusion by
Enron of its partnership with Chewco and Joint GgeDevelopment Investments from its
consolidated financial statement. By doing so, Brsocceeded to mask up to $600 million
debt associated with this partnership off its be¢asheet and maintain its strong credit rating
and share price. By doing this, they clearly misledny stakeholders who include
shareholders, analyst, and creditors. This praetitieh was spearheaded right from the top
of the executive ladder later led to a number diagiments and unable to keep up with the
pressure and record losses that had been maskedeiotwo years continuously, Enron filed
for bankruptcy on Dec. 2, 2001.

4.6.2 ENRON CSR PROGRAMS AND POST ENRON SKEPTISMCBR:

During the era of the smooth running of Enron, nuestple could identify with one or two
CSR programs or ventures undertaken by ENRON wivat mostly in the area of energy
conservation and practices. They even went on toavclimate-protection award from the
Environmental Protection Agency (EPA) and a corfmmnscience award from the Council
on Economic Priorities for its efforts and work ®mme social causes.

Some social causes carried out by ENRON on itsrenwiental awareness (Robert L.
Bradley, Jr 2006) include:

1. “Enron practiced sustainable development by soundire alarm over man-made

greenhouse-gas emissions beginning in 1988 anditthg®cial responsibility to the

environment”

“Enron Supported Clinton/Gore’s 1993 proposal f@ta tax,”

“Enron Aggressively invested in solar power in 1994

“enron jump-started the U.S. wind industry with fhw&chase of Zond Corporation in

1996,”

5. “Spearheaded the effort behind what became themiatmost strict renewable energy
mandate (in Texas in 1999), and Lobbied the Bustr€in administration
(unsuccessfully) to regulate carbon dioxide (CQOfjssions.”

hwn
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In the fall of 2001 Ken Lay'’s, the then CEO Enraidsthe following about his thought on

CSR at an environmental health and safety meeting.

“We believe that incorporating environmental andialbo considerations into the way we

manage risk, govern our projects, and develop mtscand services will help us maintain our
competitive advantage. As we move forward, we Vellerage our intellectual capital and
innovative capabilities to promote sustainable hess practices around the world.”

Other achievements accomplish by Enron in the ¢l@SR as of then where pointed out at
the meeting as stated below include,

Secured board oversight of social/environmentaioperance

Expressed support for Universal Declaration of HuRRa&ghts

Completed corporate responsibility task force

Developed and pilot-tested human rights audit

Developed security and human rights guidelines

Established formal partnerships with WBCSD [WorldusBiess Council on
Sustainable Development], IBLF [International Besia Leaders Forum], and CI
[Conservation International]

Identified language to strengthen code of ethics

Providing project support—Calypso, Transredes, Dabhd Cuiaba

Responding to stakeholder concerns on an ongoisig ba

QA LNE
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Its important to point out here that Enron had mather CSR projects in agenda for the
following year and the years to come, but this céonen abrupt halt when it filled for
Bankruptcy in 2002.the fall of Enron came as a khocBusiness society in general but
particularly to the branch of CSR. Most people Imeta question the very motive of
devoting huge amounts of money for social issuesy ldould a company that devoted
huge amount resources to environmental social $sactein so irresponsible a manner and
ignore its responsibility to its employees and ostakeholders completely. This dilemma
has led to a post-Enron era of skeptism on thetipeaof CSR in general. Most people
today use Enron as an example to back the factOB& is simply a window dressing to
gain government favors “which include lesser cdnémod thus the possibility to act
irresponsibly. Enron, one of the greatest enviramaderesponsible company (or so it was
thought) had run its course of lifetime, and inndpiso, had brought a new area of
perspective for consumers and stakeholders on @®Rs that devote large amounts of
resources today on CSR wheather for purely phitaptbally purposes or institutional
purposes or promotional purposes are being meétskiptics and wary consumers and
at the same time, those that fail to devote redderamounts of resources to CSR are
adamantly bound to be left out of the competitionthe form of lesser reputation and
sales etc, and thus the dilemma.

4.6.3 THE REPERCUSSIONS OF THE ENRON SCANDAL ON BMF/EES.

Perhaps the most touched set of stakeholders tva affected by the fall of Enron till date
was the employees. In the post Enron era, thousaha@snployees lost their jobs and a
number of others along with their jobs lost theielsavings in the form of bonds held up in
the bankrupted company. The fall of Enron went glanth over $2.1 billion in company

pension plans and retirement savings, along withuab,600 jobs and about $60 billion in
41



company market value. As large amounts of crumblimgnce was being hidden by
executives while fattening their bank accounts, leyge’s retirement fund and jobs built
from Enron’s stock disappeared. As the corporaflonndered, executives told workers it
will be better and encouraged them to invest mared the same time selling their own
stocks. This somewhat very strange (as of thenphioa and irresponsible behavior has led
to a vast interest for more social responsible behsito protect employees. Strange enough,
fingers have been pointed at some employees fomigdhe situation to encapsulate to this
extend. It's important to note that some employeee thought to have been aware of such a
scandal but kept it to themselves or did not vdicit. This can be attributed to the climate
or culture that was in the Enron Company. Employelesre highly rewarded and encouraged
to carry out more risky ventures. The Enron empisyerere seen to be one of the most
happiest and satisfied of employees in the Texa®.zdhey were very regular in-house
promotions, leading to a multitude of top staffghwiittle experience in control of large
amounts of budgets. All this led to secrecy wittlie Enron environment and malpractices
due to lack of experience.
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CHAPTER 5
CONCLUSIONS, LIMITATION AND SUGGESTION
5.0 CONCLUSIONS

Here we shall reflect on the extent to which C&erved as a valid theoretical basis for us to
judge the actions of corporations, and also theergxto which prominent multinational
corporations adhere to the various stakeholder ddsi be more socially responsible.

To answer our research questions and attain gactoles, this paper looks at the CSR from
both the theoretical and the empirical perspectivESR goes beyond the statutory
requirements of corporations to include voluntamyiatives to improve the quality of life of
stakeholders (consumers, employees and the locaimcmities) and their environmental
commitments as well.CSR actions are therefore nadkdigation but rather ethical gestures
corporations may wish to undertake for improve loa livelihood of her stakeholders. Thus
given that CSR initiatives are voluntary not contipgl it can be considered as dependable
criteria to judge corporate actions. CSR was tlunsiclered a valid theoretical basis on which
we judged the actions of the multinationals exawhimethis research work.

Based on our findings the following conclusions bammade;

On the extent of compliance with CSR demands, odirfgs ultimately guided us to the
conclusion that multinationals corporations argéddy socially irresponsible especially those
operating in developing countries in Asia and Adric

By reflecting on the case studies examined, itccbe reasonable to conclude that in today’s
capitalist dominated business environment, corporat have the tendency to shift the
production units to developing countries (ShellkéNand Nestle) where they could operate
irresponsibly. The main domains of socially irrespible behavior that our findings
pinpointed include;

Labour exploitation; here we found out that corpiorss like Nike and Nestle are deeply
involved in labour exploitation activities like lowages, use of child labour and poor
remuneration.

Environmental degradation; our findings let usctinclude that corporations like Shell,
Nestle, Pfizer and Nike to a large extend payeliftention to the need to protect the
environment through irresponsible practices like fiaring, acid rain, pipeline leakages and
other pollution-related activities that highly umchéne the sustainability of the natural
environment.

Sub-standard products and unethical product ggstims another important finding worth
mentioning, corporations like Nestle and Pfizer aceording to our findings are so involved
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in socially irresponsible practices like the safecontaminated products and the unethical
testing of pharmaceutical products respectively.

Based on our findings and the literature revieweasponsibility management, we are going to
try and define each of our case studies into onmane of these categories being immoral
management, moral management, or amoral manageiieist.will form a solid base on
which to conclude on if the overall social actiaisorporations lead to the betterment of the
society or not.

A thorough review of the above case studies shaweend of activities that can be
considered socially responsible activities, buséhactivities are largely overshadowed by
their shortcomings that is socially irresponsitsdnavior which are evident from the above
common characteristics of these multinational whndtude; Fueling of tensions between
state and local communities, Acid Rain, Pipelirekges and Gas flaring in the delta
Nigeria, Unethical Testing of drugs by Pfizer, tlse of child labour and reported
environmental hazards by Nike, The use of Gendyivabdified organisms, Sale of
Contaminated products and Reliance on Slave-laBoppliers by Nestle, and the
exploitation of loopholes in institutionalized acewing and financial statement presentation
frameworks through gross manipulations of accoleading to bankruptcy and loss of jobs in
the case of Enron, all these for selfish interests

Multinational corporations seemingly have just agenda; to exploit zones of weaknesses
like developing countries in Asia and Africa whéggislation is weak and corruption is
highly prevalent for their personal interests whitelermining that of local communities. Of
the three management categories ranging from imrttox@ugh amoral to moral, all four
corporations will fit under immoral corporations,anrporations with immoral management
practices; Ultimately speaking therefore,, it isg@nable to conclude that the actions of the
above multinational companies in no way lead toaigerment of the society but rather to
the deterioration or impairment of the society iniet they operate.

5.1 IMPLICATIONS AND INTERPRETATION OF RESULTS

It is worth mentioning that the results of thisqaeof research work should be interpreted
with some degree caution. Our researches concedtoat large scale multinational
corporations and as such our findings are to &laxgend valid with respect to such
organizations. That is multinationals are highlgially irresponsible with an immoral
management style. This does not imply that eveggmization out there is socially
irresponsible. In the case small and medium siterprses for instance, the parochial scope
of their operations may cause them to identify thelwes more with the interests of the local
communities in which they operate and they may tanod to be more socially responsible.
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5.2 Limitation and suggestions

Despite the use of vast literature and a varietgasie studies used in this research work, the
lack of resources limited us to the use of an egbtoy case study approach to answering our
research questions and the attainment of our abgsctHowever this limitation could be used
as a motive for further research to improve onghality of this work. We could recommend
the use of greater variety case studies to widensdémple size and thus more reliable
conclusions furthermore, we would recommend the afsan alternative approach like the
gathering of information through the collectionrafv or primary data by administration of
guestionnaires, conducting interviews and obsermatiFurther studies carried out using this
guantitative approach could provide invaluable ltsswhich can be used to provide more
grounds to make more dependable and reliable csincis.
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