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Abgract

Today many companies involvement in activities that demondrate corporate socid
responsbility can befound in corporate brand building communications, marketing
activities through package labding, or through visble support to community activities.

In some ingtances, however, decisons on these initiatives are often made far removed
from the corporate levd, for examplea the product leve or business unit leve of the
organization. Sometimes they are made Smply based on the persond interests of
individua managers However, if acompany isto be bdieved that it truly is committed
to deveoping principles thet guide its behavior in sodiety, then these principles must be
incorporated in the organization’ smisson, vison and vaues. This commitment to
corporate socid responsbility, made visble through the mission statement, thus becomes
the driver of dl subsequent decisions surrounding itsimplementation. Thisensuresthat
the company makes decisonsthat are not only in the best interest of the company but are
in the best interest of society aswell. This paper looks & the concept of cause related
marketing and skepticism to company dams regarding socid responsbility conduding
that CRM isonly bdievable when anchored in aviable misson satement.



If they don't say enough about their charity links consumers believe that companies are
hiding something and if they say too much they believe that charities are being exploited

by the big corporations. It makes the promotion of such schemes one of the most delicate
jobsin marketing. Go too far one way and consumers believe you are using the charity,

go the other way and they will not even know of your involvement.
(Tom O'Qullivan, 1997).

Corporate Social Responshility

Corporate philanthropy, or donating to charities, has been the most common form of
Corporate Socid Responshility (CSR) practiced by businesses in the United States since
the late 1800s (Sethi, 1977). It was conddered legitimate in so far as it directly benefited
the shareholders, corporate donations were mostly on the agenda of those companies that
could aford it. Today’s concept of corporate socid responshbility was developed in the
USA manly during the 1960s as a response to the growing sentiment thet corporations
have responsbilities that go beyond their legd obligations.  Different schools of thought
on CSR ostillae between two extremes from dasscd economic theory's free market
concept (Friedman, 1970) to the socidly oriented approach (Freeman, 1984; Wood, 1991;

Smith, 1994).

Consequently, corporate socid responshility has many interpretetions.  Enderle & Tavis
(1998) define corporate socid responghility as “the policy and practice of a corporation’s
socid involvement over and beyond its legd obligations for the benefit of the society a
large’. According to Angdidis and lbrahim, (1993), corporate socid responghility is
"corporate socid actions whose purpose is to satify socid needs'. Lener and Fryxdl
(1988) suggest tha CSR destribes the extent to which organizationd outcomes are

congdent with societd vadues and  expectaions Fundamentdly, being socdly



responsble has been a concern very much relaed to the rationde that busnesses are
more likey to do wel in a flourishing sodety then in one tha is fdling gpat (Mclntosh
et d., 1998). As Caroll (1998) dates, the full range of corporate citizenship includes four
faces. Good corporate citizens are expected to be 1) profitable, 2) obey the law, 3) engage

in ethicd behavior, and 4) give back through philanthropy.

Degpite the noble intentions and empiricd evidence in support of it, there are many
attacks on corporate socid respongbility. Mintzberg  (1983) ligs four issues. One is that
CSR is 9mply rhetoric, not action. This aitidsm comes from people who just do not
trus the motives of busness. They tend to view any organizationd CSR actions as
public rdaions activities desgned to put a nice face on the firm but with little substance.
A second criticiam is the lack of persond capabiliies.  Mintzberg assarts that by the
nature of ther education and traning busness people are not equipped to ded with socid
issues. Because they have to be expets in ther own aress, often oriented toward
effidency and contral, they are not able to handle complex socid issues. The third attack
is tha the veay naure of the environment, dructure and control sysems of large
corporations makes socid responghility impossble.  Large corporaions create problems,
so how can they be expected to solve them? And, ladtly, corporaions have no right to
purste socid gods Here the sentiment is that private busness people should not
exadse public functions. After dl, what kind of socid vadues do busness people have
bigger is better, compstition is good, materid wedth leads to a better society? Here
Friedman's (1970, p. 126) famous line is gopropriate: ‘There is one and only one socid

reponghility of busness — to use its resources and enagies in activities desgned to



increase its profits so long as it days in the game, which is to say, engage in open and
free competition without deception or fraud” And, findly, Mintzberg asks how ae

business people to determine what is socidly respongble?

However, on a more podtive note, Mintzberg condudes his atide by saying that
corporate socid responghility is in fact the best hope, perhgps the only red hope, for
areding ad revesng the trend towad impesondism and utilitaianism  in
organizetions.  This means that concepts such as ideds bdiefs fedings, ethics and a

sense of mission and purpose mugt not be squeezed out of the firm's Srategic agenda

In this pgper we take as a darting point that CSR has a vdid and important role nan
organization's drategic portfolio. The scope and influence of modern firms on sodiety is
too great to Imply assume that everything will take care of itsdf without some guiding
principles beyond smply the profit motive (that is, Friedman’s injunction). Furthermore,
the decidons regarding use of specific CSR activities must be coordinated a the highest
levds of management. This is due to the potentidly dgnificant negaive effects of such
adiviies from an increesngly skepticd and potetidly hodile st of extend

sakeholders.

In the following, we very briefly outline the processes by which CSR can influence
organizational outcomes. The mgor dam is that in order to properly integrate a desre
for an organizaion to exercise CSR, then this necessarily mugt be reflected in the firm's

vison and misson daements. But this done isnot suffident. A dramatic example of



“saying one thing and doing something dsg’ is presented. In order to operationdize the
inent of CSR through tangible actions from the misson daement there must be a
dandard for evduaion. he paper condudes with a discusson of the manegerid and

organizetiond implications of implementing CSR activities

The quotation on the opening page dearly shows the paradox of broadening the scope of
marketing and communications srategy to include nonbusnessrdaed activities (thet is,
charity). Given the existence of skeptical and even hogtile stakeholder groups, CSR

initiaives can eadlly result in a“damned if you do, damned if you don't” Stuation

Causeredated marketing and Skepticism
The pracice of ocommunicaing corporale  sodd  regponghility in marketing
communications activities is commonly known as cause rdaed marketing (CRM). In the
US, CRM is used as a corporae term for "working together in finanda concert with a
charity . . . to tie a company and its products to a cause' (Ptacek & Sdazar, 1997).
Adkins (2000) defines CRM as usng marketing money, techniques and draegies to
support worthwhile causes while & the same time building the busness. Further, it is the
commercid activity by which busnesses and chaities or causes form a partnership with
eech other to market an image, product, or service for mutud benefit. Some examples
include;

advetisng such as Shdl's gigatic Profits and Prindples mass communications

campagn,



public rdaions such as Westin Hotels and Resorts campaign to support Care's 50"
anniversary from May 1995 to May 1996 (PR Newswire, 1995),

sponsorship such as in Ford's supporting a specid edition of Time for Eath Day
2000, Spring (which dso induded advertisng for Ford' s environmenta position)

events,

licensng such as Red Crass and Farris bottled weter,

direct marketing through afinity or co-branded credit cards or

sdes promotion, which can incdude outright donations, purchese triggered

promotions where an amount is donated for each unit sold, or voucher collection.

CRM is a "dramatic way to build brand equity . . . as it creates the most added vaue and
mog directly enhances financid performance’ (Mullen, 1997). It (societd marketing)
can genade the long-teem vaue needed for a company to survive and achieve
competitive advantage (Callins, 1993). It has been shown to be postivey linked to
growing maket share and cusomer loydty (Stewart-Allen, 1998), and if price and
qudity are equd, cusomers are likdy to switch to a brand with cause rdated marketing
benefit (R&S Worldwide, 1993; 1996). A further bendfit includes a pogtive effect on
reputation through medting dakeholder expecations (Fombrun, 1996).  According to
Duncan and Moriaty (1997) CRM is a method for companies to differentiate themsdlves
in the marketplace. Some companies cdam a 5-10% response in sdes an extremey

profitable response, according to Duncan and Moriarty.



However, CRM is often an ad hoc activity. Research of Norwegian firms (Andersen & d.
2000) indicates tha mogt firms donate to non-profit organizations or causes, but very few
do s0 in a drategic manner. They respond to an often one-time request from an
organizetion such as Red Cross for example or they have a persond interest in a loca
caue. Hadly any companies supported causes or issues that were drategicaly oriented
to ther indusry or fidd of busness or had misson datements that reflected this was
something the company should be involved in.  In an ad hoc gpproach to implementing
CSR through, for example cause rdaed makeing it can be vey difficult for
management to correctly learn from the outcomes of the experience. In the absence of
cdealy formulated peformance indicators associaed with the CRM initidive, podtive
results may be overlooked entirdy due to the fact that traditiond monitoring sysems are
not cdibrated for the type of feedback information thet results from the initiative This
may lead to an under-evaduation of the effects and consequently premature termination of

the program.

The reationship between a firm and a charity/cause, according to Adkins (2000), shodd
be mutudly beneficda — to the business and to the cause. When these activities are ad hoc
it is particularly dangerous because the conseguences can have two dimensons — a
finandd/economic dimenson and a psychologicd dimenson. The finandd dimesion
should be vighle through increesed sdes and/or customer loydty. The psychologica
effect is often expressed dther in a pogtive way or in the form of skepticism which can

be subtle and exert an influence over amuch longer period of time.



Even though sudies indicate that consumers believe it is important for marketers to seek
out ways for thar firms to become good corporate citizens (R&S Worldwide, 1996), that
cause rdated marketing is "a good way to solve socid problems’ (Ptacek & Sdazar,
1997), and that consumers have a more postive image of a company if it is doing
something to meke the world a better place, the level of skepticiam toward schemes that
unite the interests of charity and busness remains very high. Webb and Mohr (1998)
tested the hypothess that skepticdisam towad CRM derives manly from customers
digrus and cynidsm toward advetisng, which is an important component of the
marketing mix used in CRM campagns. The negdive atitudes toward CRM  expressed
by hdf of Webb and Mohr's (1998) respondents were credited mosly to skepticiam
toward implementation and/or cynician toward a firm's motives.  Indeed, 50% of the
respondents percaived the firm's motive as bang "sdf-saving'. The case for cutomer
skeptidam is further fuded by recent ressarch that shows that totd corporate
philanthropy increeses in amdl but sgnificant ways following negaive media exposure
(Werbel and Wortman, 2000). Stakeholders could interpret this as an atempt on the part

of these organizationsto ‘buy’ their way out of a negative Stuation.

Baone e d. (2000) concdlude tha a firm's support of socid causes can influence
consumer choice but tha smple support is not enough. For example, in Norway,
Ringnes which is owned by Scandinavids lagest fad moving consumer goods
company, currently markets two beverages (Farris, a minerd water, and Mozdl, a fruit
arnk) based in pat on ther support of the Red Cross and the arts, respectively. Neither

Ringnes nor its parent firm, Orkla, can produce any evidence that dther has any



objectives other than marketing beverages. To a skepticd consumer, the company
gopears to be engaging in opportuniam, i.e taking advantage of ther target market's
interests in philanthropy and the arts, but without having a degp commitment themsdves
Further, this marketing tactic may draw the atention of activig groups questioning the
vaadty of Orklas and Ringnes moativations  The important lesson is that marketers

must consider how consumer's perceive the company’s motivetion.

Corporate Vison and Mission asa Basisfor CSR

According to Busness for Sodd Regponghility, in order for corporate socid
responghbility to be regarded as an integrd part of busness decisortmaking, it must have
a prominent place in a company's core misson, vison and vaues document (BSR 2000).
In order for the philosophicd basis of the organization's raison d'etre to be effective,
companies should have a misson datement that is wdl-explaned, widdy understood and
shaed by the rdevant dakeholders (primarily the owners and employees but dso

externa ones).

The two terms, vison and misson, ae used a the highest level of organizations and
often cause confuson Many people have problems diginguishing among the two.
Jennings (1990), for example, describes vison as the ‘way ahead as the company sees it
or where the aspirations of the company le.  Smilarly, she describes misson as ‘where
the company sands here and now'. She implies that misson is a reult of vison ad
from them flow vaious objectives and polides induding Satements of corporae

conduct and ethics.
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Smilaly, according to Hussey (1998, p. 278), vidonis an "expresson of the longer-term
objectives and vaues of the organization, in a way that shows what the firm is trying to
achieve.” He refers to Karlof, who sees vison in the sense of a dream. It can link
busness with corporate culture, creating Sandards of vaues for individuad performance
of employess It often indudes the vaues of the organization, which are arived a
through gtakeholder theory. The main purpose of a written vison, however, is to hdp a
company be able to communicate it across the organization and to stakeholders. Hussey
(1998) bdieves tha misson is a type of objective, one tha answers the quesion “Wha
busness are we in?” This may indude defining the nature and scope of the business, its
geographica area, and other key factors that the chief executive finds important. It dso
may incdude a datement about how the company plans to handle its reaions with a

number of stakeholders, induding employees, customers and society.

Whether one cdls it cdled misson or vidon, most drategy authors agree that dl formd
organizetional objectives and gods derive from them. As Roos et d. explan and show in
Fgure 1, vison provides the superior formulation of the orgenizetion activities and is
normaly very broad. Further, it is the mogt long-term of the activities and should rardly,
if ever, be changed. Although Roos e d. do not discuss mission, it has been added to
ther modd in light of other authors induson of it. The besic business idea of the
organizetion, the rddively specific description of the busness areg, thus follows the
misson, which in fact provides the bass for it. Fndly, come more dealed gods,

followed by a set of objectives that gpecify precisdy how the gods are to be met.
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Figure 1. Visgon, Misson, Business Ideaand Goals (adapted from Roos et d. 1994)

From this perspective the rdationship between the specific company objectives and the
organizaion's higha-levd aspirations is clear.  Arguadly, some of the citidams ad
skepticism surrounding CRM  efforts can be traced to the fact that they have been initisted
without congdering ther overdl rdationship to the company’s vison and misson. Wdl-

intending but ad hoc efforts frequently result in undesirable long-term effects.

Because much of the skepticiam surrounding CRM is due to the rddively low placement
in the hierarchy of Fgure 1, Duncan (1995) assarts tha firms can avoid criticism and be
percaived as feding, ethicd, and having bdiefs and a sense of misson by implementing
what he cdls “misson marketing” He sees cause rdaed marketing as a short-term
activity that is not necessrily anchored in the vaues or misson of the organization; there

is no red commitment. Misson marketing, on the other hand, has more bdievability
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than cause rdaed maketing because it is a long-taem and draegic organizationd
objective. It is bound to the misson of the organization and, according to Duncan, the
fird thing a company needs to do is to detemine a redidic, gpplicable misson that
reflects a corporate socid responghbility and then be willing to ‘walk thetalk’.

As consumers become more skeptica of the motives of busness in their association with
nonprofit organizations and causes (Webb and Mohr, 1998), ‘wdking the tak’ is
becoming increesingly  important. Duncan's view of misson maketing may be
illutrated as in figure 2. Here a misson daement that reflects the organizaion's
corporate pogtion on socid responghility drives the overdl drategy of the organization.
From this misson datement, the organization then credles a drategy for carying out its
regponghbilities in the CSR areg i.e sdecting causes/nonprofit and/or charity aliances
These activities are then communicated to vaious dakeholders through marketing or
other communications initiatives. This indudes organizationd communication, i.e across
and up and down the organization; corporate communications, normaly associated with
dl other dakehddes than cutomers and findly maketing communications, @l

activities directed a customers with the objective of increesng sales (in the long-term).
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Organizational Strategy
(Mission statement reflecting corporate position

on social responsibility)

v

Corporate Social Responsibility Strategy
(Which charities/causes, etc. to support)

l

CSR Communication Strategy (CRM)
(Strategy for communicating organization’s

position on social responsibility)

Figure 2. Strategic processes reated to corporate socid regponshbility driven by the
organizetion’s misson Satement.

Building a Shared Sense of Cor porate Social Responsibility

Corporate socid responshility is a conoept that is tightly connected to the underlying
values of the organization. As such, it should be reflected in both the vison datement as
wel as the more detalled misson satements of the organizetion. In this manner, one can
asure thet, a the leedt, the agpirations and guiding vaues that are tied to the CSR
concept are maintained.  This, however, poses two problems. One problem is concerned
with the devdopment of the firm's vison. The second problem rdaes to implementation
of actions that support the vison, and does s0 in a manner that is perceived by a
potentidly skeptical Stakeholder as honorable and dtruisic. These chdlenges ae not

trivid and go to the root of many complex and difficult organizational processes.
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According to Senge (1997), the task of building a shared vison is pat d deveoping the
goveaning ideals for the enterprise. A sene of misson and explicitly sated core vdues
are important components of the process. The vison must be condgent with the
undelying core values. Three quedions are criticd in this adivity.  Firs, “what?  Wha

is the vison of the future that the company seeks to creste? Second, ‘Why?” Why does
the company exist a dl, why should it exig? Findly, “how?’ How can the core Aues

be linked to the acisons and actions taken by the organization in a consstent manner in

order to achieve thevison?

Husey dams that there is a link between these initidives and the chief executives
ethicd viewpoint.  Furthemore, in Hussey's opinion, mora and ethica philosophica
decisons in a company ae persond to the chief executive. Logsdon and Y uthas (1997)
concur that drategies and actions within  organizations ae dependet on the
organizetion's top manegers who are the individuds with the mog influence within the
organizaion. They have the necessary power and resources, dong with responghility, to
‘develop and implement organizational processes through which thelr expectations can be
caried out’ (p. 1219). Logsdon and Yuthaes agree with Hussey that these managers st
the mord tone for the organization and are regpongble for its mord dimaie. Managend
ethicd behavior, however, is linked to two types of individud characteridics individud
mora development and persondity characteristics. It would appear that an
organizaion's view of ther sodd regponsibility reduces to manegers dage of mord
development and the fectors influencing the trandation of this mord development into

decisonmaking.



Hussey maintains that the freedom of executives to decide these issues for themsdves is
an important point of principle. He quotes Drucker (1955): “No one but the management
of each paticular busness can decide wha the objectives in the area of public
respongbility should be”. However quaint this may sound today (note the 1955 date on
the Drucker aticle), in fact most acknowledge that a company's misson often reflects the
persond missons of ther leeders (Murray Bethd, 1999). Stopford and Baden-Fuller
(1993) refer to the CEO's new vidon as prepaing the ground for building corporate
entrepreneurship.  Roos, et d. (1994), who do not differentiate between misson and
vison, contend that it is often the chief executive, others in management and eventudly
the board of directors who develop the vison. Therefore it represents ther views on why

the organization exists and what they want to achieve in the future.

This way of thinking is typicd of traditiond hierarchica organizations where ro-one
questiors the source of the vision (Senge, 1997). It is frequently the case that afirm's
vidon is not even shared; people are given enough information to do ther jobs which
then support the larger undated and implied vison. Senge contends that companies
today who employ consulting companies to hdp with devdoping a ‘'vison daement’ are
not much better. Often the thinking behind such projects is to somehow overcome low
morde or lack of direction. But agan, it is normdly only top manegement that is
involved in the process.  This drategic gpproach is often refarred to as a command mode:
the top executive is often viewed as a generd and the employees as 'good soldiers
(Bowman and Kakabadse, 1997). This type of thinking, however, often blocks

adaptation of visons.
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Senge (1997) agrees that even shared visons emerge from persond visons. He goes a
dep further and encourages companies to drop the idea that visons are announced from
‘on high' or are a reault of the organization's drategic planning process. Persond visons
may dso come from other's who are not in pogtions of authority. Companies must
develop what he cdls shared visons o that 'my vison' becomes ‘our vison'. This might
be compared to the transactive mode of drategizing, which is based on integration and
learning (Bowman and Kakabadse, 1997). Here, customers and other key stakeholders

ae involved in the dedson-making process, demondrating sengtivity to others in the

firm's environmen.

Leviki (1996) definesmisson as
“. .. agened dedadion of the purposes of the organization and the very long
term objectives that its leaders want to achieve. The bet examples are written in
ingpirationd  tones to provide a focused and motivating document for the

organization's employees.”

As desribed by Mclntosh e d. (1998) this definition is a blending of the gods and
objectives of a misson daement with the ingiraion of a vison. The authors cite
Callins and Porras (1998) sudy on longlived companies, which showed thet visonary
companies are redlient but that they gick to ther core ideology and, further, profit

maximization was not their dominant driving force or primary objective.
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It is possble to condude then, tha 1) al companies should have written misson
datements, 2) they ae bex when ingpired by a vison for the company that is
ingoirationd, and 3) while often the result of strong leaders, missons and visons are best
accepted when shared by everyone indde the company and often outsde.  Further, the
misson of the organizetion chould provide the foundation for expressng the
organization's socid regponghility, i.e ther role in socety above returning vaue to their

shareholders and following rules and regulations.

Theory espoused ver sustheory in use— the difficulty of “walking the talk”

The notion of “espoused theory” — wha one says — and “theory in us?’ — what one
actudly does — is wdl known in cognitive psychology. It is rdevant in explaning humen
behavior as a function of well-established mental models and behaviord routines that are
culturdly downloaded and reinforced through everyday interactions. The idess of
epoused and inuse theories have clear padlds with gStuations that organizations
frequently druggle with.  Briefly, the viSon and misson datements provide guiddines
for action that are andogous to espoused theory, i.e. what the organization beieves it
should do, and what it sayst does. However, as Argyis and Schon (1978) point out, in
the case of human behavior there is often a ggp (sometimes Sgnificant) between what
individuds profess to bdieve and wha they actudly do. The Studion is the same for
organizations. Obsarvant and criticd externd stakeholders interpret the gagp between the
words (the “tak”) and the actions (the “wak”) as an obvious sgnd of organizationd

insincarity.
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A dear example of this is a recent case reported in Corporate Crime Reporter (Mokhiber,
2000). CCR liged F. Hoffmenn-La Roche Ltd. (heredfter referred to as Roche) as the
number one corporate crimind of the 1990s. In 1999 it, and its partners in crime, pled
guilty to leading a worldwide conspiracy to rase and fix prices and dlocae market
dhaes for certan types of vitamins sold in the US and dsawhere. According to the
Reporter, the conspiracy lasted from January 1990 to February 1999 and affected the
vitamins mog commonly used as nutritional supplements and to enrich human food and
animd feed. While Corporate Crime Reporter reported the co-conspirators as unnamed
in the lawsuit, Rocheé's own web page press reease (3 November 1999) actudly listed the
amount of the fine and idertified the other conspiraiors. All of the companies settled for
afine totding USD 1.17 hillion, with Roche paying USD 632 million to its bulk vitamin

cusomers.

The co-conspirators incdluded: BASF, Daiichi, Eisa, Rhone-Poulenc (now pat of
Aveatis), and Tekeda. All of the firms are mgor internationd pharmaceutical companies
and mog have extensve product lines What is dso common to these companies is that
they dl have an explicit corporate socid responshility profile  Each have misson
datements and policies that reflect their role in society above and beyond credting vaue
to ther shareholders. Some, like Aventis, have even edtablished foundations for deding
with soddly important issues such as youth, the ats, etc. Table 1 gives the companies

named in the law suit and their positionson CSR.
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Company Name

Misson/Policy satement

Takeda Chemical TndustriesLtd.

Japan’ s |eading pharmaceutical company:
prescription drugs, bulk vitamins, food
products and ingredients, chemical products,
agricultural chemicals, animal health
products, etc.

Better Health and Quality of Life Worldwide

Corporate Objectives:

Aimsto be an R& D-driven company whose activities are recognized around theworld
Aims to bea company trusted by society
A company where each employee can lead afulfilling life with rewards

Esal Ltd. HealthcareWorldwide

In top 30 of more than 1700 of Japan’'s
leading businesses. Global network of
research facilities, manufacturing sites and
marketing subsidiaries. A major player inthe
worldwide pharmaceutical industry.

Human health care logo is taken from the signature of Florence Nightingale, who devoted
her life to caring for others, yet never lost sight of the importance of listening to her
patients. Their corporate philosophy ‘ emphasizes the human element in everything they
do'.
Eisai in the community:
Memory Walks — New Y ork City Chapter of the Alzheimer’s Assoc.
Alzheimer’s Association Memory Walks across USA.
Triad — with Pfizer —a patient/caregiver support program for Alzheimer’s disease.

BASF Group

German company, world leader in the
chemical industry. Business segments
include: chemicals, plastics and fibers,
colorants and finishing products, health and
nutrition, and oil and gas.

“Our products are and services are intended to benefit humankind. We want to stand for
values that benefit everyone —our customers, employees, sharehol ders and the countriesin
which we operate.” Guiding theme is Sustainable Devel opment —they amtouse resources
sparingly and to create and maintain value.
Respon3| ble care statement covers:

Environmental protection

Product stewardship

Health protection and occupational safety

Plant safety and emergency response

Transportation saf ety

Dialogue

Rhéne-Pol enc (Now part of Aventis)

Aventiswas created in 2000 as aresult of the
merger between the pharmaceutical giants
French Rhéne-Polenc and German Hoechst
Aktiengesellschaft. The company has about
92,000 employees worldwide.

The company is committed to playing amajor role in improving the quality of people's
lives and contributing to the guiding principle of sustainable development. Have statements
regarding sustainable development, EHS policies, and stakeholder consultation policies.

Statement by the Boar d of Management: ‘With all these statements, the clearest message
we can convey are our actions themselves.’

Aventis Foundation

Objective: promotion of international, interdisciplinary and future-oriented projectsat the
interfaces between culture, science, business, politics and society.

Daiichi Phar maceutical

Daiichi, according to its website, has a
dominant position in markets for synthetic
antibacterial agents and X-ray chemicals

Corporate slogan: ‘ Enriching the Quality of Life'. It was difficult t ofindamissonfor this
company and it was very sales oriented. However, they do state that their PR strategy is
based on three principal areas:

Corporate advertising through the mass media

Social contributions and

Cultural and sporting activities
They support regional tours of the Japan Sumo Association, helping to bring it to senior
citizens where volunteers from Daiichi take care of the senior citizens on that day. It
supportsthe Shiki Theatrical Company and the Mito Chamber Orchestra. It organizesa
publlc Iecture on enriching the quality of life and has had a scholarship scheme since 1995,
the 80" anniversary of the company’s founding.

Table 1: Companiesinvolved with the Roche price fixing congpiracy and their activities
in corporate socid responghility.
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In looking & the misson/policy daements and the gpedfic initigtives that these
companies ae involved with, it seems dear tha dl of the “correct” things are beng
espoussd.  Unfortunatdy, the satement, to borrow from Aventis Board of Management,
that “With dl these datements, the deared message we can convey are our actions
themsdves’, returns to haunt them when such gross and sysematic violaions of the law,
ther publidy daed principles and ultimatdy society's trust are reveded. Is it ay
wonder then that consumers and watchdog groups are skeptical to corporations

marketing satements of socid respongbility?

The chdlenge for firms is to convince their stakeholders that they are to be trusted. This
task is not an easy one.  As Table 1 shows, these convicted firms are in fact performing
vduable sodd functions through thelr support of a wide range of adtivities dl in

accordance with the principles of corporate socid responghility.

Recommendations for management

Res=arch reported in this article demondrates that consumersin fact pay atention to the
behavior of organizations and many base their purchase decisons on that behavior. Dacin
and Brown (1997) for example found that when corporate socid respongbility formed
the corporate context for associations with the consumer, positive corporate associaions
enhanced product evauations, and, perhgos more importantly, negative corporae
associations deflated product evauations. Spethman (997) reports on research that
showed that, inthe US a leadt, 71 percent of consumers opinion of alarge company

would be much more favorable if they sponsored a program that grantsthe ‘wishes' of
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termindly ill kids. She reports that consumers are searching for firms and products thet
benefit socid causes. Ascrassasit may sound, it paysfor firmsto have agood reputation
regarding corporate socid respongbility. But Spethman aso supports earlier contentions
that these consumers who are likely to purchase these products are very wdl informed

and more cynical than ever.

Robin and Reidenbach (1987) contend tha communicating an organization's vaues to
dekeholders defines what they cdl the ‘face of the organizetion. They provide a
planning sygem for integraing corporae sodd responghility into marketing  planning,
which begins with a misson daement and ethicd profile that is used as a guide for
devdoping maketing objectives  This is dmilar and rdaed to van Rid's (1995)
‘common stating points, an underdanding by dl within the organization asto wha is to
be the organizations imege and idetity (‘facg). This is driven by organizationd
drategy, which in tun is defermined by organizationd misson and vigon. This is often
extremdy difficult for many firms and requires what Argyris and Schon (1982) refer to in
ther mutud learning modd as being reflective It reguires asking ‘who and wha are
we?, and then being honest about the answers. A ley demeat in this attivity is “buy-iri
from everyone in the organization on what thee vdues ae This reaes to Senge's

notion of shared vison.
Three dements ae important in the process of a firmis engagement in and
communication of corporate socid reponghbility.  Commonly refered to as the three

V’'s they are vidhility, virtue and veifigality.  Vighility hes to do with informétion;
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firms mugt be willing to supply different Sakeholder groups with information regarding
ther activities and bdiefs. Virtue has to do with backing up daements by actud
behavior, i.e behaving in a virtuous manner.  And, findly, veifigdlity means that

gakeholders are dlowed access to informetion.

Some companies have employed accountability mechaniams to prove ther behavior (see
table 2). These should be objective, third party confirmation that these firms indeed are
doing what they say they espouse. However, use of these mechaniams does not assure
immunity from negative publicity. The Body Shop, for example, was recently exposed in
a Nowegian busnes publication for ther ‘unethicd’ treetment of employees
(Dkonomisk Rapport, April 2001). The objective and unbiased nature of these
accountability reports has adso been quesioned with some companies accused of
donating money to the organizations carying out the audit. However, voluntary
paticipation in such adtivities helps ensure sakeholders that the firms are in fact trying to
behave and are willing to implement the three V's Ed Mayo of the New Economics
Foundation suggests that socid audits have a number of key facets that must be followed.
Thee indude compardiveness, comprehensveness, polyvocd(ness) (dl voices ae
heard, not just the firms), regularity, externd vdidation, and disclosure.  Perhaps the
mos important dement is the concgpt polyvocd (many voices), which indicates the
firm's willingness to ‘inquiré into other's mentad modds Argyris and Schon (1982) see
this as an atempt to undersand the thinking and ressoning of Sakeholders. This
engagement in didogue is pat of a process tha, when combined with being reflective,

reultsin joint learning.
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Description Sated approach Examples of or ganizations
using these approaches

Describing, illustrating and Corporate Community Diageo, BP

measuring community Involvement

involvement activities and

policies.

Understanding, measuring and Capital valuation Scandia

reporting upon and managing
various forms of capital.

Disclosing processes based upon
shared values with stakeholders
developed through dialogue,
proactive

Ethical Accounting

Sbn Bank, Scandinavian public
sector

Verifying processes for
understanding, measuring,
reporting on and improving the
organization’ s social,
environmental and animal testing
performance.

Ethical Auditing

The Body Shop

Externaly verifying processesto | Socia Auditing Van City Credit Union, Black
understand, measure, report on Country Housing Assoc., Coop
and improve an organization's Bank

socia performance.

Regularly reconstructing and Socia Balance Coop Italy, UNIPOL

aggregating financial data across
stakeholder groups specifying
financial socia costsassociated
with‘social activities'.

Developing, evolving and Statement of Principlesand Shell
describing an organization's Values

principlesin meeting itstriple

bottom line responsibilities.

Processes that identify ways ‘Sustainability Reporting’ Interface

forward and reports upon progress
against sustainability
principles.

Table2: Approaches to accountability and examples of organizations employing these
approaches (adapted from Zadek et d. 1998).

Key to the discusson on misson and visonis the senior executives role in the process

They gopear to be the key to defining an organization's vaues and ethics and these
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vaues and ethics appear to be dependent on thee individuds dage of ethicd
devdlopment and persond characteridics. How then can companies ensure tha
executives who espouse a broader view of the organization's responghility to society
leed them? Research conducted by Thomas and Smerly (1994) suggedts that it is
possble to link top management atributes and corporate socid peformance.  For
indance, it appears that the CEO's functiond background can influence a firm's
sendtivity to concerns of dakeholders Executives who have greater experience in
boundary spanning functions pay more atention to their firm's behavior in reation to
dakeholders. High corporate socid peformance firms tend to have a greater proportion
of executives with backgrounds in functions such as sdes and marketing (both outward
directed functions). Conversdy, low corporate socid performance firms have executives
from more inner-directed functions such as manufacturing and process engineering.  The
researchers aso found that tenure in the organization and length in the organization prior
to being promoted to the CEO podtion were dgnificantly related to high corporate socia
performance organizations ~ This supports suggedtions thet executives who have been
with a firm for a long period have superior knowledge of stakeholders and thus are more
sengtive and better able to meet their needs.  Cartainly, this information can be useful as

aguide when gppointing senior executives.

One of Mintzbergs (1983) chief criticiams, echoing Friedman (1970), concerrs the basc
role of privaie enterprise, i.e returning vaue to shareholders. And there is no function
within an organization that exemplifies this mentd modd more cdealy than marketing.
(Somewhat of a conundrum conddering the above ressarch by Thomas and Smerly



uggesting firms led by marketing executives may meke better CSP firms) Marketing, by
its definition is the orgenizationd function that engages consumas in order to
consummeate transactions and these transections are of a financid nature.  As Robin and
Reidenbach (1987, p. 47) state, marketing literature is amed a ‘identifying Srategies and
tactics for consummating the maketing exchange’ with the consumer and profit
maximizetion core concepts.  However, today we see many examples of firms suffeing
loses that have nothing to do with consumers and products  Storebrand, Norway's
largest insurance agency suffered terrible blows to its reputation due to the behavior of its
CEO and board chair. Not once was the qudity of ther products questioned. Kvagner
regulaly is liged by Norwegians as having the word reputation of any company in the
country. You would be hard pressed to find anyone who answered the questionnare
purchasng from Kveenea — they meke ol rigs  Clearly, encouraging marketing
executives to take a more dakeholder gpproach to ther planning can hep them compete
in today’s marketplace. Some marketing academics are dating to recognize this need
and are meking the stakeholder approach a dgnificant pat of thar texts (Fill, 2000).
Perhgps firms need to send ther marketing executives back to school to lean the
stakeholder gpproach.

Rech (1998) says we badcdly have two dternatives if we want corporate decisons to
reflect more than amply what is best for shareholders.  The fird dterndive isimposng
legd procedures through which deakeholders other than shareholders can  participate
directly in corporae decisons This is currently being done in some countries through

initigtives such as labor rdations laws, some of which reguire employee paticipation on
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boards. The second option is relying on governments to define a firm's responghilities to
society. Reich makes the argument that dince corporations are cregtions of law, they do
not exis in a dae of naure, as he puts it. Unless corporationsalow voices other than
shareholders to be heard, Reich bdieves that public pressure will grow to have these
intereds expressed within corporate governance. The quesion remans however: ae
firms who merdy react to laws and government edicts able to convince ther consumers
to buy from them because they are kinder, gentler companies? | don't think so. For the
skeptic the beievable company follows the philosophy of Immanud Kat -- actions

posses mord worth only when we do our duty for its own ske, not because of its

consequences.

217



References

Adkins, S. (2000). Cause Related Marketing. Who Cares Wins, Butterworth Heinemann,
Oxford, UK.

Andersen, A. M., Sundby, T. E. and J. E. K. Weydahl (2000). ‘ Samfunnesengagement
blant norske bedrifter (socid respongbility among Norwegian companies)’, thesis for
fulfillment of diplom sudies in marketing, Norwegian School of Management.

Angdidis J. P. and Ibrahim, N. A. (1993). ' Socid demand and corporate strategy: A

corporate socid responsibility modd', Review of Business, Val. 15, No. 1 (Summer/Fall),

pp. 7-10.

Argyris, C. and D.A. Schon (1978). Organizational Learning: A Theory of Action
Perspective, Addison-Wedey, Reading MA.

Argyris, C. (1982). Reasoning, Learning and Action, Jossey-Bass, San Francisco.

Bowman, C. and A. Kakabadse,. (1997). Top Management Ownership of the Strategy
Problem', Long Range Planning, vol. 30,no. 2, pp. 197-208, 1997.

Busnessfor Socid Responghility (2000). www.bsr.com

Carrall, A. B. (1998). ‘ The four faces of corporate citizenship’, Business and Society
Review, 100/101, pp. 1-7.

Collins, M. (1993). 'Globa corporate philanthropy- Marketing beyond the cdl of the
duty?, European Journal of Marketing, Vol. 27, No. 2, pp. 46-58.

Dacin, P. A. and T. J. Brown (1997). ‘ The company and the product: Corproate
asociations and consumer product responses , Journal of Marketing, (1), pp. 68-84.

Drucker, P. (1955). The Practice of Management, Heinemann, London.

Duncan, T. (1995). ‘Why Misson Marketing is More Strategic and Long-term than
Cause Marketing’, American Marketing Association, pp. 469-475.

Duncan, T. and Moriarty, S. (1997). Driving Brand Vdue Using Integrated Marketing to
manage profitable gakeholder relationships, McGraw-Hill, New York.

Enderle, G. and Tavis, A. L. (1998). 'A baanced concept of the firm and the _
measurement of itslong-term planning and performance, Journal of Business Ethics,

Vol. 17, No. 11, pp. 1129-1143.

Fombrun, C. J. (1996). Reputation, Redlizing VVaue from the Corporate Image, Harvard
Business School Press, Boston, MA.

28



Hussey, D. (1998). Strategic Management. Butterworth-Heinemann, Oxford.

Freeman, E (1984). Strategic management: A stakeholder approach, Basic Books, New
York.

Friedman, M. (1970). The socid responsibility of businessisto increaseits profits, The
New York Times Magazine (Sept. 13,).

Jennings, M. (1990). The Guide to Good Corporate Citizenship, Director Books,
Cambridge, UK.

Lerner, D. L. and Fryxdl, E. G. (1988). 'An empirica study of the predictors of _
Corporate Socid Performance: amulti-dimensiond andysis, Journal of Business Ethics,

Voal. 7, pp. 951-959.

Levicki, C. (1996). The Strateqy Workout, Pitman Publishing, London.

Logsdon, J. M. and K. Yuthas (1997). ‘ Corporate Socia Performance, Stakeholder
Orientation, and Organizationd Mord Development’, Journal of Business Ethics, 16, pp.
1213-1226.

Mclntosh, M., D. Lepziger, , K. Jones, and G. Coleman, (1998). Corporate Citizenship,
Successtul Strateqies for Responsble Companies, Pitman Publishing, London

Mintzberg, H. (1983). The case for corporate socid responsibility’, Journal of Business
Strategy, 4 (2), pp. 3-16.

Mokhiber, R. (2000). ‘ Top 100 Corporate Criminds of the Decade’, www.ccr.com

Mullen, J. (1997). 'Performance-based corporate philanthropy: How giving smart can
further corporate gods, Public Relations Quarterly, VVol. 42, No. 2, pp. 42-48.

Murray Bethd, S. (1999). 'A Mission that Matters, Food Management, May, 34 (5), pp
36-XX.

O'Sullivan, T. (1997). Why charity schemes need a dlicate touch, Marketing Week, Val.
20, 22-24.

Ptacek. J. Jand Sdazar, G. (1997). Enlightened sef-interest: sdlling busnesson the
bendfits of cause related marketing', NonProfit World, Val. 15, No. 4 (Jly-August), pp.
9-15.

Rech, R. B. (1998), ‘ The New Meaning of Corporate Socid Responghility’, Cdifornia
Management Review, val. 40 (2), pp. 8-17.

29



Robin, D. P. and R. E. Reidenbach (1987). * Socid Responsibility, Ethics, and Marketing

Strategy: Closing the Gap Between Concept and Application’, Journal of Marketing, Vol.

51, pp. 44-58.

Roos, G., G. von Krogh and J. Roos (1994). Strategi. Green Valey Universty Press,
Dublin.

Roper Starch Worldwide (1993). Cause Related Marketing: a survey of American
customers attitude, RSW Inc., New York.

Roper Starch Worldwide (1996). The green gauge reports. RSW Inc., New Y ork.

Senge, P. (1997). Thelearning organization', in: Srategic Change, C. Carndl, ed.,
Butterworth- Heinemann, Oxford.

Sethi, S. P. (1977). Advocacy Advertising and Large Corporations, Lexington Books,
Lexington, MA.

Smith, C. (1994). ' The new corporate philanthropy’, Harvard Business Review, Vol. 72,
No. 3, pp. 105-116.

Spethman, B. (1997). ' Just Cause’, Promo, February, pp. 44-57.

Stopford, J. M. and C. W. F BadenFuller. (1993)."Organizationd Strategiesfor Building
Corporate Entrepreneurship), in: Implementing Strateqic Pr C Leani

and Co-operation, Lorange, P., Chakravarthy, B., Roos, J. and VandeVen, A., eds.
Blackwdl, London.

Stewart-Allen, L. A. (1998). 'Europe ready for cause related campaigns, Marketing
News, Val. 32, No. 1, pp. 9-10.

Thomas A. S.and R. L. Simerly. (1994). ‘ The Chief Executive Officer and Corporate
Socid Performance: An Interdisciplinary Examination’, Journal of Business Ethics 13,

pp. 959-968.

VanRid, C. B. M. (1995). Principles of Corporate Communication, Prentice Hall,
L.ondon.

Webb, J. D. and Mohr, L A.: (1998). ‘A typology of customers responsesto Cause
Related Marketing: From skeptics to socidly concerned', Journal of Public Policy &
Marketing, Vol 17 (2), pp. 226-238.

Wood, J. D. (1991). 'Corporate Socid Performance revised', Academy of Management
Review, Val. 16, No. 4, pp. 691-718.

3C



www.aventiscom
www..basf.com

www.daiichipharm.co.jp

WWW.EISA.com

WWW.roche.com

www.takeda.co.jp

31



