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Corporate Social Responsibility: An Implementation Guide for Business

” Our biggest challenge this century is to take an idea that seems abstract
—sustainable development
—and turn it into a reality for all the world’s peoples. “

Kofi Annan, former UN Secretary General

Preface

One of humankind’s greatest challenges this century will be to ensure sustainable, just and balanced
development. The needs of current and future generations cannot be met unless there is respect for
natural systems and international standards protecting core social and environmental values. In this
context, it is increasingly recognized that the role of the business sector is critical. As a part of soci-

ety, it is in business’ interest to con- tribute to addressing common problems. Strategically speaking,
business can only flourish when the communities and ecosystems in which they operate are healthy.

This broad strategic context helps explain the growing appetite among businesses worldwide for au-
thoritative information, company examples and advice about corporate social responsibility (CSR).

This guide has been developed to help respond to that demand. Importantly, the guide should also
be useful to the many firms that do not currently have formal CSR policies or programs in place.
While not specifically developed for use by public agencies and civil society organizations, the princi-
ples of CSR may also be helpful to them in their own sustainability efforts.

The guide is primarily intended as an introduction to some of the existing CSR tools and approaches
which are currently being used. In publishing this guide, we aim to provide a useful starting point for
accessing the many CSR instruments currently available in the marketplace. Governments, multilat-
eral organizations, non-governmental organizations and other groups have devoted considerable
time and energy to the promotion of corporate social responsibility giving rise to a vast repository of
CSR initiatives, instruments and resources.
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About this guide

This guide can be used as a primer on corporate social responsibility. As such, it contains information
on how to assess the effects of business activities on others, develop and implement a corporate social
responsibility strategy and commitments, and measure, evaluate and report on performance and en-
gage with stakeholders.

Senior managers in firms of all sizes—from large corporations to small and medium-sized enterprises
to micro-businesses —should find it valuable, as will management teams, board members and front-
line employees, and industry association personnel who work with businesses. It is hoped that the
guide will also prove useful to those already engaged in CSR activities. Finally, it is hoped that those
outside the commercial world (e.g., government officials, representatives of non-governmental organ-
izations and members of the public) will gain insights into the challenges firms face when addressing
the effect of their activities on society.

The guide distils ideas and processes from a variety of sources, and is intended to be suggestive, not
prescriptive. It has two parts:

Part 1
is an overview of CSR—how it is defined, the business case for it and the relationship be-
tween CSR and the law;

Part 2

sets out a six-stage “plan, do, check and improve” implementation framework for a CSR ap-
proach. This part also0 features information particular to small business, indicated by the
magnifying glass icon
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Part 1

An overview of corporate social responsibility

What is corporate social responsibility?

“Social responsibility (is the) responsibility of an organization for the impacts of its decisions and0
activities on society and the environment through transparent and ethical behavior that is con-
sistent0 with sustainable development and the welfare of society; takes into account the expecta-
tions of stakeholders; is in compliance with applicable law and consistent with international norms
of behavior; and is integrated throughout the organization.”

Working definition, ISO 26000 Working Group on Social Responsibility, Sydney, February 2007

Corporate social responsibility (CSR) is also known by a number of other names. These include corpo-
rate responsibility, corporate accountability, corporate ethics, corporate citizenship or stewardship,
responsible entrepreneurship, and “triple bottom line,” to name just a few. As CSR issues become in-
creasingly integrated into modern business practices, there is a trend towards referring to it as “re-
sponsible competitiveness” or “corporate sustainability.

A key point to note is that CSR is an evolving concept that currently does not have a universally ac-
cepted definition. Generally, CSR is understood to be the way firms integrate social, environmental
and economic concerns into their values, culture, decision-making, strategy and operations in a trans-
parent and accountable manner and thereby establish better practices within the firm, create wealth
and improve society. As issues of sustainable development become more important, the question of
how the business sector addresses them is also becoming an element of CSR.

The World Business Council for Sustainable Development has described CSR as the business contribu-
tion to sustainable economic development. Building on a base of compliance with legislation and reg-
ulations,

CSR typically includes “beyond law” commitments and activities pertaining to:

. corporate governance and ethics;

. health and safety;

. environmental stewardship;

o human rights (including core labor rights);

. sustainable development;

o conditions of work (including safety and health, hours of work, wages);
o industrial relations;

. community involvement, development and investment;

. involvement of and respect for diverse cultures and disadvantaged peoples;
. corporate philanthropy and employee volunteering;

o customer satisfaction and adherence to principles of fair competition;
o anti-bribery and anti-corruption measures;

o accountability, transparency and performance reporting; and

. supplier relations, for both domestic and international supply chains.
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Why has CSR become important?

Many factors and influences have led to increasing attention being devoted to the role of companies
and CSR. These include:

e Sustainable development: United Nations’ (UN) studies and many others have underlined the
fact that humankind is using natural resources at a faster rate than they are being replaced. If this
continues, future generations will not have the resources they need for their development. In this
sense, much of current development is unsustainable—it can’t be continued for both practical
and moral reasons. Related issuesO include the need for greater attention to poverty alleviation
and respect for human rights. CSR is an entry point for understanding sustainable development
issues and responding to them in a firm’s business strategy.

e Globalization: With its attendant focus on cross-border trade, multinational enterprises and
global supply chains—economic globalization is increasingly raising CSR concerns related to hu-
man resource management practices, environmental protection, and health and safety, among
other things.

CSR can play a vital role in detecting how business impacts labour conditions, local communities
and economies, and what steps can be taken to ensure business helps to maintain and build the
public good. This can be especially important for export-oriented firms in emerging economies.

e Governance: Governments and intergovernmental bodies, such as the UN, the Organisation
for Economic Co- operation and Development (OECD) and the International Labour Organization
(ILO) have developed variousO compacts, declarations, guidelines, principles and other instru-
ments that outline norms for what they consider to be acceptable business conduct. CSR instru-
ments often reflect internationally-agreed goals and laws regarding human rights, the environ-
ment and anti-corruption.

e Corporate sector impact: The sheer size and number of corporations, and their potential to
impact political, social and environmental systems relative to governments and civil society, raise
questions about influence and accountability. Even small and medium size enterprises (SMEs),
which collectively represent the largest single employer, have a significant impact.

Companies are global ambassadors of change and values. How they behave is becoming a matter
of increasing interest and importance.

e Communications: Advances in communications technology, such as the Internet and mobile
phones, are making it easier to track and discuss corporate activities. Internally, this can facilitate
management, reporting and change. Externally, NGOs, the media and others can quickly assess
and profile business practices they view as either problematic or exemplary. In the CSR context,
modern communications technology offers opportunities to improve0 dialogue and partnerships.

e Finance: Consumers and investors are showing increasing interest in supporting responsible
business practices and are demanding more information on how companies are addressing risks
and opportunities related to social and environmental issues. A sound CSR approach can help
build share value, lower the cost of capital, and ensure better responsiveness to markets.
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e Ethics: A number of serious and high-profile breaches of corporate ethics resulting in damage
to employees, shareholders, communities or the environment. —as well as share price—have
contributed to elevated public mistrust of corporations. A CSR approach can help improve corpo-
rate governance, transparency, accountability and ethical standards

e Consistency and Community: Citizens in many countries are making it clear that corporations
should meet the same high standards of social and environmental care, no matter where they
operate. In the CSR context, firms can help build a0 sense of community and shared approach to
common problems.

e Leadership: At the same time, there is increasing awareness of the limits of government legis-
lative and regulatory initiatives to effectively capture all the issues that CSR address. CSR can offer
the flexibility and incentive for firms to act in advance of regulations, or in areas where regulations
seem unlikely.

What is the business case for CSR?

The business case for CSR will differ from firm to firm, depending on a number of factors.

These include the firm’s size, products, activities, location, suppliers, leadership and reputation (i.e.,
of the sector in which the firm operates). Another factor is the approach a firm takes to CSR, which
can vary from being strategic and incremental on certain issues to becoming a mission-oriented CSR
leader.

The business case for CSR also revolves around the fact that firms that fail to engage parties affected
by their activities can0 jeopardize their ability to create wealth for themselves and society, and in-
crease the risk of legal or other responses. Taking0 into account the interests and contributions of
that one affect is the basis for ethical behavior and sound governance. CSR is essentially a strategic
approach for firms to take to anticipate and address issues associated with their interactions with
others and, through those interactions, succeed in their business endeavors. There is growing con-
sensus about the connection between CSR and business success.

The World Business Council for Sustainable Development (WBCSD) has noted that a coherent CSR

strategy based on integrity, sound values and a long-term approach offers clear business benefits to
companies and contributes to the well-being of society.
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Potential benefits of implementing a CSR approach

e Better anticipation and management of an ever-expanding spectrum of risk. Effectively
managing governance, legal, social, environmental, economic and other risks in an increas-
ingly complex market environment, with greater oversight and stakeholder scrutiny of corpo-
rate activities, can improve the security of supply and overall market stability. Considering the
interests of parties concerned about a firm’s impact is one way of better anticipating and
managing risk.

e Improved reputation management. Organizations that perform well with regard to CSR can
build their reputation, while those that perform poorly can damage brand and company value
when exposed. Reputation, or brand equity, is founded on values such as trust, credibility,
reliability, quality and consistency. Even for firms that do not have direct retail exposure
through brands, their reputation for addressing CSR issues as a supply chain partner—both
good and bad—can be crucial commercially.

e Enhanced ability to recruit, develop and retain staff. This can be the direct result of pride in
the company’s productsO and practices, or of introducing improved human resources prac-
tices, such as “family-friendly” policies. It can also be the indirect result of programs and ac-
tivities that improve employee morale and loyalty. Employees are notO only front-line sources
of ideas for improved performance, but are champions of a company for which they are proud
to work.

e Improved innovation, competitiveness and market positioning. CSR is as much about seizing
opportunity as avoiding risk. Drawing feedback from diverse stakeholders can be a rich source
of ideas for new products, processes and markets, resulting in competitive advantages. For
example, a firm may become certified to environmental and social standards so it can become
a supplier to particular retailers. The history of good business has always been one of being
alert to trends, innovation, and responding to markets. Increasingly, mainstream advertising0
features the environmental or social benefits of products (e.g., hybrid cars, unleaded pet-
rol,14 ethicallyproduced coffee, wind turbines, etc.).
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e Enhanced operational efficiencies and cost savings. These flow in particular from improved
efficiencies identified0 through a systematic approach to management that includes continu-
ous improvement. For example, assessing the environmental and energy aspects of an oper-
ation can reveal opportunities for turning waste streams into revenue0 streams (wood chips
into particle board, for example) and for system-wide reductions in energy use, and costs.

e Improved ability to attract and build effective and efficient supply chain relationships. A
firm is vulnerable to the weakest link in its supply chain. Like-minded companies can form
profitable long-term business relationships by improving standards, and thereby reducing
risks. Larger firms can stimulate smaller firms with whom they do business to implement a
CSR approach. For example, some large apparel retailers require their suppliers to comply
with worker codes and standards.

e Enhanced ability to address change. A company with its “ear to the ground” through regular
stakeholder dialogue is in a better position to anticipate and respond to regulatory, economic,
social and environmental changes that may occur. Increasingly, firms use CSR as a “radar” to
detect evolving trends in the market.

e Access to capital. Financial institutions are increasingly incorporating social and environmen-
tal criteria into their assessment of projects. When making decisions about where to place
their money, investors are looking for indicators of effective CSR management. AO business
plan incorporating a good CSR approach is often seen as a proxy for good management.

e Improved relations with regulators. In a number of jurisdictions, governments have expe-
dited approval processesO for firms that have undertaken social and environmental activities
beyond those required by regulation. In some countries, governments use (or are considering
using) CSR indicators in deciding on procurement or export assistance contracts. This is being
done because governments recognize that without an increase in business sector engage-
ment, government sustainability goals cannot be reached.
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Part 2

Implementing corporate social responsibility

There is no “one-size-fits-all” method for pursuing a corporate social responsibility (CSR) approach.
Each firm has unique characteristics and circumstances that will affect how it views its operational
context and its defining social responsibilities. Each will vary in its awareness of CSR issues and how
much work it has already done towards implementing a CSR approach.

That said, there is considerable value in proceeding with CSR implementation in a systematic way—in
harmony with the firm’s mission, and sensitive to its business culture, environment and risk profile,
and operating conditions. Many firms are already engaged in customer, employee, community and0
environmental activities that can be excellent starting points for firm-wide CSR approaches. CSR can
be phased in by focusing carefully on priorities inO accordance with resource or time constraints. Al-
ternatively, more comprehensive and systematic approaches can be pursued when resources and
overall priorities permit or require. The bottom line is that CSR needs to be integrated into the firm’s
core decision-making, strategy, management processes and activities, be it incrementally or compre-
hensively.

What follows below is a broad framework for implementing a CSR approach that build on existing ex-
perience as well as knowledge of other fields, such as0 quality and environmental management. The
framework follows the familiar “plan, do, check and improve” model that underlies such well-known
initiativesO as those of the International Organization for Standardization (ISO) in the areas of quality
and environmental management systems. The framework is also intended to be flexible, and firms
are encouraged to adapt it as appropriate for their organization.

CSR implementation framework and corporate governance

A well-designed CSR implementation framework integrates economic, social and environmental deci-
sion-making throughout a firm—from the board of directors to front-line officials and supply-chain
partners—and is therefore intimately connected with effective corporate governance. A properly
governed firm can reap optimal benefits for itself and its shareholders, and in turn for those who are
affected by the firm’s activities. At all levels of a firm, inadequate direction and control of its activities
and assets can jeopardize its very ability to operate.

This guide proposes an implementation framework comprising six key tasks (see chart below). In recog-
nition of the fact that firms are at different levels of sophistication and development with respect to
CSR, it is understood that firms may choose to forego a particular aspect or task when it has already
been undertaken.
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Implementation framework

Plan 1.Conduct a CSR assessment o Assemble a CSR leadership team;
 Develop a working definition of CSR;
 |dentify legal requirements;

* Review corporate documents, processes and
activities, and intemal capacity, and
* |dentify and engage key stakeholders,

2. Develop a CSR strategy * Build support with CEO, senior management and

employees;

o Research what others are doing, and assess the
value of recognised CSR instruments;

* Prepare a matrix of proposed CSR actions;

o Develop ideas for proceeding and the business
case for them; and

« Decide on direction, approach, boundaries and
focus areas.

Do 3. Develop CSR commitments * Do a scan of CSR commitments;
* Hold discussions with major stakeholders;
o Create a working group to develop the
commitments;
* Prepare a preliminary draft; and
o Consult with affected stakeholders.

4. Implement CSR commitments o Develop an integrated CSR decision-making

structure;

o Prepare and implement a CSR business plan;

o Set measurable targets and identify performance
measures;

o Engage employees and others to whom CSR
commitments apply;

* Design and conduct CSR training;

 Establish mechanisms for addressing problematic
behaviour;

o Create intemnal and external communications plans;
and

* Make commitments public.

Check 5. Assure and report on progress  ® Measure and assure performance;
o Engage stakeholders; and
* Report on performance, internally and externally.

Improve 6. Evaluate and improve o Evaluate performance;
 |dentify opportunities for improvement; and
* * Engage stakeholders.
Cross-check: One cycle completed Return to plan and start the next cycle.
<

The framework is intended to help boards of directors, CEOs, managers, employees and others assess
a firm’s effects on society and the challenges and opportunities associated with taking these impacts
into account in decision-making and business activities. As understood here, a firm’s CSR approach
should be an integral part of its core business objectives and strategy. Just as importantly, it is also part
of a wider trend towards exploring ways to ensure0 that the individual and collective activities of the
business sector advance progress towards internationally-agreed challenges, and create an environ-
ment where business is itself sustainable.
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Task 1

Conduct a CSR assessment
What is a CSR assessment?

No firm—big or small—is likely to do anything about CSR, unless the board of directors, CEO, senior
management or owners0 recognize that some sort of CSR-related problem, opportunity or challenge
exists. In turn, this recognition provides the fuel for proceeding with a CSR assessment, with the pur-
pose of better understanding the nature of the problem, opportunity or challenge and its significance
for the business.

A logical first step is to gather and examine relevant information about the firm’s products, services,
decision-making0 processes and activities to determine where the firm currently is with respect to
CSR activity, and to locate its “pressure points” for CSR action. A proper CSR assessment should pro-
vide an understanding of the following:

the firm’s values and ethics; the internal and external drivers motivating the firm to undertake a
more systematic approach to CSR; the key CSR issues that are affecting or could affect the firm; the
key stakeholders who need to be engaged, and their concerns; the current corporate decision-mak-
ing structure and its strengths and inadequacies in terms of implementing a more0 integrated CSR
approach; the human resource and budgetary implications of such an approach; and existing CSR-
related initiatives.

The assessment should identify the main risks and opportunities, and culminate in a thorough gap
analysis: where is theO organization strong and where is it weak relative to internal goals, peers and
best practices? How well is the firm’s strategyO responding to emerging issues and opportunities?
This is essential information for identifying priorities and for selling the approach within and outside
the firm.

Why do an assessment?

When the board of directors, CEO and top management or owners do not have an accurate snapshot
of how far the firm is down the CSR road, it is unlikely they will be able to make informed decisions
about moving ahead. Front-end intelligence gathering in the form of a CSR assessment can save a
firm from launching an ineffective CSR approach or heading in a direction that is not sustainable in
business terms. An assessment can also help identify CSR gaps and opportunities and thereby im-
prove business decision-making. Importantly, too, it can act as a reminder of existing legal require-
ments.

Many firms are already engaging in CSR activities without necessarily identifying them as such! Fre-
guently a firm can introduce a CSR approach to support or complement this work without much in-
cremental investment. For example, a firm may have in place quality, environmental, occupational
health and safety and other management systems, employee educational advancement programs or
community outreach initiatives. These are likely to become important building blocks in a systematic
CSR approach. Among other things, a CSR assessment should identify all of these existing0 implicit
initiatives, so they can be properly considered as part of a larger CSR approach.

Corporate Social Responsibility: 13/36



Co-funded by CREATING

the European Union SHARED VALUE @VET

How to do an assessment

A five stage CSR assessment process is set out below:
1.

This is not the only way to do an assessment; rather it is one way a firm can review the full range of
its operations through a CSR lens.

1. Assemble a CSR leadership team

Like any successful management strategy, a CSR process needs both high level management vision and
support, and buy-in at all levels of the company. For this reason, a CSR leadership team would include
representatives from the board of directors and top management or owners, as well as volunteers
from various units within the firm that are affected by or involved in CSR issues. Other representatives
could be senior personnel from human resources, environmental services, health and safety, commu-
nity relations, legal affairs, finance, marketing and communications. Front-line staff in these areas and
any other personnel who may become key players involved in implementing the CSR approach the firm
eventually develops should also be on the team.

Employees at all levels should be encouraged to contribute their time, energy and ideas. As the work
of the team progresses and a better understanding of the implications of CSR emerge for the firm, it is
quite possible that the membership of the team will change.

2. Develop a working definition of CSR

The first task of the leadership team is to develop a working definition of CSR for the firm. This will
become the basis for the rest of the assessment.

The definition for CSR should be something quite general. Here are some examples:
e CSRis the firm’s practices and policies that contribute to the well-being of the environment,
economy and society. They address the needs of customers, suppliers, shareholders and employ-
ees, as well as those of government, the general public and the communities where the firm op-
erates, without compromising the ability of future generations to meet their own0 needs.
e CSRis the way the company integrates economic, environmental and social objectives while,
at the same time, addressing stakeholder expectations and sustaining or enhancing shareholder
value.
e CSRis the overall relationship between the corporation and its stakeholders,
e which include customers, employees, communities, owners/investors, government, suppliers
and competitors. Elements of CSR include investment in community outreach, employee rela-
tions, creation and maintenance of employment, environmental stewardship and financial per-
formance.
e CSRis the responsibility the firm has to its stakeholders. It means that the firm’s products and
services create value for customers and contribute to the wellbeing of society. It means the firm
operates using ethical business practices and expects the same from its suppliers and partners. It
means minimizing the environmental impact of its facilities and products. It means providing jobs,
paying taxes and making a profit, as well as supporting philanthropy and community involvement.

It means treating employees with respect and being a good neighbor to the people next door as well
as those half a world away.
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3. Identify legal requirements

As noted above, a CSR approach is not a compliance-based activity. It is all above voluntary choices a
firm makes to improve its performance and the way it relates to society. In this context, an essential
step is to ensure that the business already respects existing laws, whether in relation to such things as
governance, taxation, bribery, labor, or environment. A good CSR strategy—and the firm’s reputa-
tion—can be quickly damaged if it is found to be in breach of basic laws.

4. Review corporate documents, processes and activities

With a working CSR definition and an initial understanding of the motivations behind the firm’s inter-
est in CSR, the team should then review key corporate documents, processes and activities for actual
and potential CSR implications.

Documents: Existing mission statements, policies, codes of conduct, principles and other operat-

ing documents are logical candidates for review.
¢ External documents associated with programs or initiatives which the firm subscribes to may
also need revisiting. These would include sector-wide standards, principles or guidelines. It
may be that the existing mission statement, policies or codes address worker relations, cus-
tomer satisfaction or environmental protection in some regard. It is useful for theO leadership
team to explore why these items were developed and to learn from them (or at least
acknowledge that they are CSR-related).

Processes: One of the advantages of a CSR approach can be to promote “joined-up” thinking and
a more integrated strategic approach to material social and environmental issues.

For this reason, existing decision-making:
Processes warrant review. Typically, firms have specific decision-making processes and associ-
ated decision-making bodies in place to address particular aspects of operations, and these
may affect the CSR approach. For example, a health and safety committee may take the lead
in determining the resources, training and implementation of worker health and safety pro-
grams.

Activities: The firm’s activities that relate directly to providing its products or services to users can
be closely connected to CSR. In addition to thoroughly examining internal operations for CSR-
related challenges and opportunities,

5. Identify and engage key stakeholders

Although the work of the leadership team should reveal important social responsibility trends, prob-
lems and opportunities to act upon, the team may nevertheless miss important issues that are more
evident to those outside the firm. As a result, the team may wish to hold discussions with key external
stakeholders about CSR. Mapping the interests and concerns of stakeholders against those of the firm
can reveal both opportunities and potential problem areas. Indeed, many leading firms now see stake-
holder engagement as central to the task of identifying the issues that are most material to them. It is
important to be clear about the purpose of these discussions, since stakeholders might view it as an
opportunity to express their views more generally about the company’s behavior in relation to them.
Key to engaging effectively with stakeholders is to map their definition of “success” in working with
the company. ldentifying the results from this task (e.g., a summary of the CSR assessment that is
publicly available) would be helpful. Larger firms may choose to engage one of the many independent
consultants specialized in stakeholder mapping to help them with this or other CSR processes. As noted
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below, another consideration to bear in mind is the capacity of stakeholder groups to remain engaged
in any ongoing consultation.

CSR and small businesses

The small size of operations may make it easier to find information on actual and potential CSR activi-
ties and impacts. Also, many small businesses operate closely with local communities and0 under-
stand the issues. Assign one person to create a checklist (see below), with input from other employ-
ees, of all the CSR activities and initiatives that the company might put in place, and check off what it
is already doing, noting any gaps.

Consider using one of the many existing self-assessment tools and check-lists. Another good resource
is industry associations, which quite frequently take leadership roles on issues such as CSR and may
offer assistance with self-assessments. Conside working with a non-profit organization to conduct an
eco-audit, or hiring a student or consultant.

The main objective is to review current business practices to identify activities that fall under the
heading of CSR (e.g., recycling), as well as potential activities (e.g., purchasing products from devel-
oping countries where workers are paid living wages or that protect core labour rights).

A key resource to draw on in this regard is staff. As the front-line personnel carrying out the functions
of the business,

employees are often very aware of a number of ways in which the firm’s activities affect stakehold-
ers, and frequently have suggestions for improvement.

Sample CSR small business checklist:

Can we:
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Practical CSR initiatives for small business

Drawing on the activities of small businesses implementing CSR, here is a list of practical CSR activities
a small business can do. These initiatives are likely to be of interest to personnel in larger firms as well.
Improving the environment:

e Reduce consumption of energy, water and other natural resources, and emissions of haz-
ardous substances;

e Use or produce recycled and recyclable materials, increase the durability of products,
and minimize packaging through effective design(“reduce, reuse and recycle”);

e rain and encourage staff to look for additional ways to reduce the firm’s environmental
footprint;

e Use “green” (i.e., renewable energy) power electricity suppliers and energy-efficient
lighting;

e Join or start a local “green business” club that can help local firms access conservation
grants and expertise for reducing waste, water use and energy;

IM

e Consider using video-conferencing to meet a potential supplier or customer rather than
always physically travelling to meetings; and

e Establish an environmental management system with objectives and procedures for
evaluating progress, minimizing negative impacts and transferring good practices. Im-
proving human resource management practices:

e Establish policies to ensure the health and safety of all employees and make the policies
known to employees;

¢ Involve employees in business decisions that affect them and improve the work environ-
ment;

e Consult employees on how to handle a downturn in business (e.g., offer the option of all
staff taking pay cuts or reduced hours instead of layoffs);

e When layoffs or closures are unavoidable, offer outplacement services, retraining and
severance benefits.

e Provide training opportunities and mentoring to maximize promotion from within the
organization.

e Extend training to life management, retirement planning and care of dependents.
e Be open to job splitting, flex-time and other work-life balance policies;

e Share training and human resources programs with other local small businesses.
e Consider supporting daycare for children or elderly dependents.

e Encourage a healthy workplace (e.g. implement a smoking ban or drug and alcohol
abuse support program); and

¢ Provide exercise facilities or offer subsidized membership at a local gym.

Corporate Social Responsibility: 17 /36



Co-funded by CREATING

the European Union SHARED VALUE @VET

Promoting diversity and human rights:
e Encourage a healthy workplace (e.g. implement a smoking ban or drug and alcohol abuse
support program); and
e Make sure that all staff know that there are explicit policies against discrimination in hiring,
salary, promotion, training or termination of any employee on the basis of gender, race, age,

ethnicity, disability, sexual orientation or religion.

¢ Do not tolerate jokes or behavior in the workplace that insult employees on the basis of gen-
der, race, age, ethnicity, disability, sexual orientation or religion.

e When hiring, think creatively about where to advertise the job and whether there are any lo-
cal employability schemesO (e.g., run by a local council or employer) to help find work for people
who are homeless or disabled.
e Pay comparable wages for comparable work.
e Support organizations that promote fair trade and human rights compliance.
e Check where products are manufactured and look into any associated human rights con-
cerns.

Helping the community:
¢ Encourage employee volunteering in the community and with financial contributions and

help in kind.

e Make some of the business’s product or services available free or at cost to charities and
community groups.

¢ Look for opportunities to make surplus product and redundant equipment available to local
schools, charities and community groups.

e Buy from local suppliers and strive to hire locally.
e Offer quality work experience for students (job shadowing).
e Collaborate with local teachers to make the business the subject of a school project.

e Use the business’s experience to help a local school, charity or community group become
more efficient and entrepreneurial.
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Task 2 Develop a CSR strategy

What is a CSR strategy?

The CSR assessment generates a base of information the firm can use to develop a CSR

strategy. A CSR strategy is a road map for moving ahead on CSR issues. It sets the firm’s direction and
scope over the long term with regard to CSR, allowing the firm to be successful by using its resources

within its unique environment to meet market needs and fulfill stakeholder expectations. A good CSR
strategy identifies the following:

. overall direction for where the firm wants to take its CSR work;

. the stakeholders and their perspectives and interests;

. a basic approach for moving ahead;

. specific priority areas;

. a time line for action, responsible staff, and immediate next steps; and
o a process for reviewing and assuring outcomes.

Different firms may be at different stages of awareness of and work on CSR, which will dictate the
contents of the strategy.

Some may decide to adopt a “minimum necessary,, stance. Others may wish to make strategic forays
into particular areas.

Why have a CSR strategy?

There is an old saying that “if you don’t know where you’re going, there’s little chance you’re ever
going to get there.” This is as true for CSR as it is with any other business approach. Following a CSR
strategy helps to ensure that a firm builds, maintains and continually strengthens its identity, its mar-
ket, and its relationships. Importantly, it provides the framework for a coherent business strategy
based on the issues that it and its stakeholders consider material.

How to develop a CSR strategy

The following six steps comprise a suggested way to develop a CSR strategy:

1. Build support with the CEO, senior management and employees;
2. Research what others (including competitors) are doing and assess the value of recog-

nized CSR instruments;

3. Prepare a matrix of proposed CSR actions;
4, Develop options for proceeding and the business case for them; and
5. Decide on direction, approach, boundaries and focus areas.
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There is no magic to this. The steps could be done in a different order or be called by different names
but taking them all will increase the likelihood of the firm having a systematic and realizable CSR
strategy.

It is clear that a CSR strategy is unlikely to succeed when it is not based on a clear understanding of
the firm’s values, when it fails to take advantage of the ideas of those who might provide assistance,
and when it does not approach issues systematically, building on strengths and addressing weak-
nesses.

1. Build support with senior management and employees:

Without the backing of a firm’s leadership, CSR strategies have little chance of success. The
personal engagement of the CEO is usually vital. The first step in developing a CSR strategy is
for the leadership team to report back to senior management (and, where relevant, the board
of directors) about the key findings of the assessment and to gauge interest in moving ahead.
Quite likely, the assessment will have indicated that several aspects of current operations are
vulnerable to external criticism, or that there appear to be real opportunities for synergies or
new products in certain areas. The assessment could also have found that current decision-
making on CSR issues is not well coordinated or that there is considerable interest in specific
CSR issues or pressure from certain key stakeholders in these areas.

2. Research what others are doing, and existing CSR instruments:

Although it is possible for the CSR leadership team, working with other members of the firm,
to develop a CSR approach entirely on its own, there is considerable value in drawing on the
experience and expertise of others. Three0 useful sources of information are other firms, in-
dustry associations and CSR-specialist organizations.

If the leadership team finds that companies (in their own country, or elsewhere in the same or
related sector) are emphasizing different CSR activities, it could examine the similarities and
differences between the company and these firms. Examining the vision, values and policy
statements of leading competitors, along with their codes, new CSR related product lines or
approaches, and any initiatives or programs in which they participate, can be very useful. As-
sessing the benefits, costs, immediate outcomes, resource implications and changes to current
practices necessary for the firm to adopt similar approaches may also provide helpful infor-
mation.
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3. Prepare a matrix of proposed CSR actions:

With this background it should be possible to create a matrix of proposed CSR actions, possibly set out
by environmental, social and economic aspects, although there may be some overlap. The leadership
team can plot current and possible CSR activities, processes, products and impacts on the matrix, cross-
referencing them against the firm’s current activities and structure to see how well they fit.

Example of matrix of proposed CSR actions

Processes Registered | Kyoto Certified to | SA8000* Registered | Integrated
to ISO emission OHSAS* or Fair 10 ISO 9001* management
14001 reductions? Labor systems

Association (IMS)?
(FLA)

Products/ Some Could None at Possible Use of Keep abreast

services products products be | present SA 8000 ISO 9001 of ISO work
use known | certified to or FLA logo on on IMS?
logo (e.g., local product company
Rainforest | energy certification | letterhead
Alliance, standard?

Organic)

Impacts Internal Supply Internal Supply Internal Supply
impact chain/ impact chain/ impact chain/
assessment | community | assessment = community = assessment = community
undertaken | impacts? undertaken | impacts? undertaken | impacts?

Responsibility = Environmental affairs Human resources Manager, quality/

centre department department customer satisfaction

4. Develop options for proceeding and the business case for them:

Two broad options for proceeding at this point are to take an incremental approach to CSR or to decide
on a more comprehensive change in direction. The evolution of the Responsible Care program of the
Canadian Chemical Producers’ Association is a good example of the former. This program started with
a broad set of principles but now includes detailed codes, conformity assessment, public reporting and
the involvement of community and non-governmental organization representatives.
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Step by step approach

The Natural Step is a non-profit organization with offices in 11 countries that uses a science-based
systems framework to help organizations, individuals and communities take steps towards sustaina-
bility. The

Natural Step’s mission is to catalyze systemic change and make fundamental principles of sustainability
easier to understand, and meaningful sustainability initiatives easier to implement.

The Natural Step framework provides a shared conceptual model, understanding and common lan-
guage that facilitateO cooperation across organizations, disciplines and cultures. The framework en-
courages dialogue, consensus-building and incremental change—key processes of organizational
learning—and creates the conditions for significant change to occur. For more information, go to
http://www.naturalstep.org.

Generating ideas

Whatever approach is adopted, a useful first step is to come up with ways for the firm to integrate0
CSR into operations. Brainstorming sessions could be held with senior managers, employees, key busi-
ness partners and others. Participants must be clear on the need to align any CSR approach with the
firm’s core business objectives, methods and core competencies. With this understanding made ex-
plicit, participants can answer questions such as the following, drawing on some of the preparatory
CSR work described earlier:

¢ What social and environmental activities and initiatives has the firm undertaken already?

¢ What strengths, weaknesses, opportunities and threats do these present?

¢ What has the firm learned from others that could be helpful?

¢ What are the firm’s CSR goals?

e Where could the firm be in 10 years in terms of CSR activities and outcomes?

¢ What are the big social issues and how might the firm help?

e If the firm is to be a CSR leader, what changes to current practices and products would need
to take place?

¢ Are there some CSR activities or initiatives the firm could easily undertake

now at no or low cost (sometimes referred to as “low hanging fruit”)?

¢ Are there areas in which CSR changes would have a particularly big impact on the firm and
others? What are they and what are the likely impacts?

¢ Can the proposed CSR changes be organized into short-, medium- and long-term deliverables?
¢ What are the resource implications of these deliverables?

¢ Are there any changes to the firm’s structure that would need to occur to implement any of
the deliverables?

¢ Are there any other obstacles or impediments (e.g., inadequate training or equipment or inap-
propriate incentiveO structures) that might stand in the way of taking a more systematic ap-
proach to implementing CSR? If so, what are they?

¢ Are there opportunities for cost reductions?

e What are the potential risks of failing to take into account the broader environmental, social
and economic aspects of a0 business’s activities? and

¢ What should be the priorities for action if the firm decides to do more?
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The CSR leadership team can draw on the material generated by the assessment, its research into what
others is doing and brainstorming sessions to devise a business case for potential initiatives that show
the most promise. The business case should focus on a number of elements, in light of the firm’s busi-
ness objectives, methods and core competencies:

e possible leverage points (on which particularly large CSR gains can be made);

e areas in which a firm could potentially gain a competitive advantage;

e areas in which stakeholders might have particular influence;

e short- and long-term goals;

e estimated costs of implementing each option (including that of not doing more on CSR);
e anticipated benefits;

e opportunities for cost reductions;

e broader changes the firm would need to make;

e any risks or threats each option poses; and

e implications of each option for new developments.

5. Decide on direction, approach and focus areas

The CSR leadership team should now have the information it needs to ask senior management for an
informed decision on how the firm should proceed. Of immediate importance is determining the firm’s
general direction, approach and focus areas with regard to CSR, as described below.

e Direction. This is the overall course the firm could pursue or the main area it is aiming to ad-
dress. For example, an apparel company could decide to emphasize worker health and safety. A
pharmaceutical company could decide to look at developing country health issues. A forestry
company could decide that environmental issues associated with logging are the focus of its ac-
tivities. A mining company could choose improving relations. with surrounding communities as its
chief concern. A company moving into new markets might decide that anti-bribery measures are
a target area, and so forth.

e Approach. This refers to how a firm plan to move in the direction identified. For example, a
firm might decide to first revise its mission, vision, and values and ethics statements, next put a
new code of conduct in place, then communicate with and train employees and, finally, address
issues with contractors in the supply chain.

e Focus areas. These should align most clearly with the business objectives of the firm and,
hence, are immediate priorities. The focus areas may identify gaps in the firm’s processes, attempt
to capitalize on a new opportunity, or address needs of certain key stakeholders. For example, a
financial institution could identify new protections for clients’ personal information or the oppor-
tunities for micro-credit, while a food retailer might decide to focus on combating obesity as an
immediate objective.

These decisions will usually involve setting priorities. The size of the problem and its seriousness, the
estimated effectiveness of possible solutions and the ease of implementation are key factors to take
into account when prioritizing. Also important are the financial and human resources needed to im-
plement the changes, legal and customer requirements, and the speed with which decisions can be
implemented.

Because many CSR initiatives have resource implications, they should be assessed with rigour and
substance, similar to how normal financial and investment decisions are reviewed. A casual or half-
hearted approach could jeopardize theO credibility of the CSR initiatives as well as related corporate
business prospects.
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Task 3

Develop CSR commitments
What are CSR commitments?

CSR commitments are policies or instruments a firm develops or signs on to that indicate what the firm
intends to do to address its social and environmental impacts. CSR commitments flow from the CSR
assessment and strategy and are developed at the point when a firm moves from planning to doing:

e They ensure that the firm’s corporate culture is consistent with CSR values;
e They help align and integrate the firm’s business strategy, objectives and goals;
e They provide guidance to employees about how they should conduct themselves; and

e They communicate the firm’s CSR approach to business partners, suppliers, communi-
ties, governments, the general public and others.

Before developing CSR commitments, firms must understand the range of available commitments and
the distinctions between them. A key distinction is between aspirational and prescriptive commit-
ments. Aspirational commitments tend to articulate the long-term goals of a firm and are usually writ-
ten in general language, while prescriptive commitments, such as codes of conduct, stipulate more
specific behaviors to which the firm explicitly agrees to comply.

Aspirational commitments often take the form of vision, mission, values and ethics statements, or
charters. In many circumstances, firms may already have aspirational and prescriptive commitments
in place that can be adjusted to fully integrate CSR. Aspirational commitments form the backdrop for
specific and prescriptive codes of conduct and standards, which are usually designed to benchmark or
directly control behavior.

The main objective of aspirational commitments is to articulate a high level and common understand-
ing of what a firm stands for and how it would like to be regarded. For CSR to be truly integrated into
values, decision-making and activities, a firm’s aspirational commitments must fully reflect its social
and environmental positions.

In the absence of CSR aspirational commitments, there is a risk that various parts of the organization
will embark on CSR implementation activities at cross-purposes. The likelihood is reduced when work
begins with a shared view of what the firm stands for and where it is heading.

A variety of firms around the world have developed aspirational commitments, which form part of
their business and communications strategy.

Recognizing that cars are major producers of greenhouse gases, the Toyota company has committed
itself to move to a “zero emissions” world. Sharp reductions in waste to landfill and products such as
the successful Prius hybrid petrol/electric model form part of this strategy. High profile “zero emission”
advertisements underline the integrated nature of the commitment.

Corporate Social Responsibility: 24 /36



Co-funded by ) CREATING

the European Union WA\_d) SHARED VALUE @VET

Prescriptive commitments

Prescriptive commitments—typically taking the form of codes of conduct and standards—set out spe-
cific behavior changes for which a firm agrees to strive. A firm may choose to: develop its own code of
conduct (see, for example, Alcan’s code of conduct),45 or to sign on to an existing sectoral code or
standard (e.g., the Responsible Care initiative),46 or some other existing instrument.

A main advantage for a firm developing its own code of conduct is that the code can be tailored
to reflect the firm’s circumstances. On the other hand, developing a code of conduct can be a
lengthy and expensive process, and the end product may not have the credibility of a third-
party code, especially those that are derived from existing international norms. In one sense,
firms that agree to comply with third-party codes and standards can “piggy back” on the ex-
tensive consultation and development process such initiatives require, and their higher profile.

Why have CSR commitments?

Because CSR involves voluntary engagements, it might be seen—internally as well as externally—as
“more PR than promise.” Like any good policy, clear commitments are a vital component of any firm’s
efforts to be transparent, accountable and credible. CSR commitments create the baselines against
which behavior may be subsequently measured. When properly implemented, CSR commitments can
increase the likelihood that a firm will appropriately respond to an opportunity and decrease the prob-
ability it will engage in problematic conduct. CSR commitments make it clear to all interested parties
what they can expect from a firm.

By articulating these expectations up front, the firm decreases the potential for misunderstandings at
a later date. In this sense, CSR commitments can improve the quality of the involvement the firm has
with its stakeholders. In some cases, in0 fact, stakeholders will only agree to engage with firms that
have clearly stated their CSR commitments.

Properly implemented CSR commitments can increase the likelihood of a firm being considered duly
diligent and decrease the chances of it being seen as a sub-standard CSR performer. They are also a
vehicle to benchmark progress towards improved social and environmental responsibility.

How to develop CSR commitments

Here is one way of developing CSR commitments, but there are many others, since commitments deal
with so many0 subjects and take so many forms:

The process of developing the CSR commitments should recognize that considerable potential exists
for misunderstandings and miscommunication about expectations. These can challenge a successful
outcome. Accordingly, the process will need to be pragmatic and focused.
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1. Do a scan of CSR commitments

Before developing CSR commitments or agreeing to adhere to third-party CSR codes or standards, it
is useful to examine the CSR commitment instruments others are using, particularly leading firms.
Importantly, firms should also research CSR instruments developed by governments, and intergov-
ernmental bodies such as the UN, the ILO and the OECD. Because governments have developed
these instruments in conjunction with other parties, they have a high level of credibility and are good
guides to what governments consider to be acceptable and unacceptable behaviors “Key interna-
tional CSR instruments” for more information). Finally, a review of available third-party codes and
standards should be undertaken. Here it can be useful to distinguish between those developed by
multi-stakeholder processes, and those that have been0 developed in other ways.

When considering the CSR commitment instruments of others, it is useful to ask questions, such as
the following:

e What people and organizations were involved in developing these commitments?
Would these be the same stakeholdersO who would need to be involved in the firm’s
own CSR commitments?

e What are the objectives underlying development of these CSR commitments? Are
those objectives the same as or different0 from those underlying the firm’s CSR objec-
tives?

e Can a particular CSR issue identified by the firm be resolved or addressed through use
of these or similar CSRO commitments? What are the potential costs, drawbacks and
benefits of the various types of commitments? and

e What is the applicability or suitability of these commitments to the organization in
light of its scope of activities and geographic range of operations? Will the company
benefit from the commitments and how?

2. Hold discussions with major stakeholders

Developing CSR commitments or agreeing to comply with existing codes and standards presents the
firm with an opportunity to generate organizational interest in CSR and build agreement about how
codes and standards apply to the firm. From that agreement, the firm can develop more practical steps
towards implementation. Throughout this guide, the importance of listening to all stakeholder groups
is stressed.

Within the company, it is critical that the board, CEO and top management be firmly behind a com-
pany’s CSR commitments. Without such support, there is very little likelihood that subsequent CSR
activities will effectively take place. Spending time at the outset, “getting the CSR commitments right”
in the eyes of board members and top management is time well spent.

There may also be value in having informal initial discussions with business partners, supply chain
members and other contractors. The objective of these discussions would be to sound these parties
out about which commitments to choose and to identify partners willing to help develop them. When
the commitments apply to these parties, their involvement and0 agreement to comply with the terms
of the commitments are crucial.
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3. Create a working group to develop the commitments

The working group should be a cross-section of the organization, from board members to senior man-
agement and front-line employees, and could include people who are very enthusiastic about CSR as
well as those who are skeptical to give voice to differing opinions on the issues at hand. Contractors
and others to whom the commitments apply

should also be involved.

Having the right people in the group is essential. They must be dependable, credible and knowledgea-
ble, and have the necessary time and resources to commit to the work involved. Frank discussion
should take place at the outset about: the group’s objectives; members’ responsibilities; anticipated
workload and outcomes; and the ground rules on how the groupO will operate. Regular two-way com-
munication between the working group and the firm as a whole may also be useful.

4. Prepare a preliminary draft

CSR commitments should be plain-language statements and should contain clear and concise obliga-
tions. It is recommended that working group members identify who within the organization will be
responsible for implementing the0 commitments and involve them in preparing the draft. Firms would
also be well advised to use existing commitment documents (such as those described in Step 1) as base
documents when preparing their own.

5. Consult with affected stakeholders

It has been stressed above that thorough consultations with those affected by a firm’s actions at the
outset can prevent0 problems later. One good approach is to start with the people most likely to be
directly affected by the CSR commitments0O and who are already aware of the associated issues. Next,
the working group could have more formal discussions with groups and people who may not be aware
of the CSR initiative. A consultation plan can be useful. It should include roles for high- profile officials
within the firm who have good communication skills and can clearly explain the CSR commitments and
receive feedback. This feedback should go to the working group, who will discuss how and to what
extent the final draft will reflect the comments.

6. Revise and publish the commitments
Drawing on the input from the consultations, the working group can finalize commitments to be pub-

lished and shared with all0 employees as part of the implementation. Often this is done on the firm’s
Web site, or in a CSR or sustainability report, but there are many options.
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Task 4

Implement CSR commitments!

What is CSR commitment implementation?

Implementation refers to the day-to-day decisions, processes, practices and activities that ensure the
firm meets the spirit and letter of its CSR commitments and thereby carries out its CSR strategy. If
CSR commitments can be called “talking theO talk,” then implementation is “walking the walk.”

Why does CSR commitment implementation matter?

As all businesses know, living up to promises—whether business or performance targets—is
essential to success. Failing to meet CSR commitments, in the absence of satisfactory ex-planations,
can also lead to problems, including disgruntledO employees, shareholders, business partners,
customers, communities and others. A firm that effectively implements

itsO commitments is not only less likely to run into problems, but may be more favorably looked
upon when problems do arise, as opposed to a firm that continually fails to meet what stakeholders
see as its obligations.

Every firm is different and will approach CSR implementation in different ways. The steps suggested
below show one way to implement CSR commitments:

Develop an integrated CSR decision-making structure;

Prepare and implement a CSR business plan;

Set measurable targets and identify performance measures;
Engage employees and others to whom CSR commitments apply;
Design and conduct CSR training;

Establish mechanisms for addressing problematic behavior;
Create internal and external communications plans; and

N oW e ®R

Make commitments public.
1. Develop an integrated CSR decision-making structure:

Although every firm is different, each has a decision-making structure in place to ensure that it can
meet its commitments and customer needs. The key question to ask here is, “given the firm’s existing
mission, size, sector, culture, way of organizing its affairs, operations and risk areas—and given its CSR
strategy and commitments—what is the most effective and efficient CSR decision-making structure
to0 put in place?”

It is essential that the firm align and integrate its CSR goals and decision-making with its overall goals

and strategies, so that taking CSR considerations into account in corporate decision-making becomes
as natural as taking customer perspectives into account.
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Some firms will prefer a centralized CSR decision-making structure, others a de-centralized one, while
still others will want a hybrid, depending on their operating features and management style. There is
no single way of organizing a firm’s CSR decision-making.

Given that CSR is fundamentally concerned with transparency, accountability and performance, it is
important for the CSR decision-making structure to be an integral component of the firm’s governance
activities and to be visible. It should also be accountable throughout the organization, from the board,
CEO and senior levels, supported by coordinated cross-functional decision-making and specialized staff
expertise. It is important to develop the CSR decision-making structure with a view to the appropriate
level of internal and external verification that will be needed. Assigning CSR responsibilities to board
members ensures that CSR issues will receive the attention they deserve, and0 as a result, form a
strong basis for an effective chain of CSR accountability within the organization—all of which supports
the board’s corporate governance function. There are several options for board participation: a sitting
board member could be tasked with the broad responsibility for overseeing CSR activities; a new mem-
ber who has specificO CSR expertise could be appointed; CSR responsibilities could be added to the
work of existing board committees; a new CSR board committee could be formed; or the entire board
could be involved in CSR decisions.

2. Prepare and implement a CSR business plan:

The decision-making structure identifies who is responsible for CSR decision-making and action within
the firm. These people play key roles in developing and implementing the CSR business plan, which
should flow from the CSR strategy and commitments. The CSR business plan may be separately de-
scribed or included as part of the firm’s existing overall business plan. With the strategy, commitments
and decision-making structures in place, the CSR business plan helps ensure that the words are trans-
formed into effective action. An excellent way of doing this is to determine what human, financial and
other resources and activities will be required to carry out the CSR strategy and commitments. For
example, a CSR commitment may be that the firm will not offer bribe payments to officials. The first
step to implement that commitment might be to create a training course on the distinction between
proper and improper payments, with an online version that includes “frequently asked questions.” A
second step might be to review the organization’s incentive and disincentive structure (e.g., commis-
sions) to ensure it does not indirectly encourage improper behavior. A third step might involve setting
up a hotline, while a fourth could be creating “whistle-blower” protection measures. In the CSR busi-
ness plan, each of these tasks could be further broken down into smaller components, with timelines
and resource requirements for each. These obligations should be built into the job description and
performance objectives of each lead person.

3. Set measurable targets and identify performance measures:

As with any other aspect of business performance, effective CSR implementation requires the setting
of measurable targets for the commitments. In this regard, firms behave no differently from individu-
als. Athletes may set personal goals, such as “win an Olympic medal,” but they frequently set more
achievable, intermediate targets such as “run the 100 m sprint in less than x seconds,” “reduce my
weight to y kilograms” and “be in the top five at the trials next November.” In essence, these interme-
diate targets are guideposts along the way to the ultimate goal, providing a gauge of progress and an
opportunity for re-evaluation should adjustment in approach, training or resources be necessary.
When achieved, targets may also be a source of celebration in their own right.

In this sense, they can help build incentive and momentum.
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A firm’s approach to setting measurable environmental, economic and social targets and tracking suc-
cess in meeting them is fundamentally no different from the athlete’s approach to winning an Olympic
medal. A widely used approach to measuring success is to identify the objectives underlying a CSR
commitment, develop key performance indicators, work out the measurement method and then
measure the results. Regardless of the exact approach taken, it should follow the “SMART” guidelines:

Here is an example. Underlying a commitment to decrease the amount of waste a facility generates,
there might be an objective to reduce solid waste by 25 per cent by the end of the calendar year. The
key performance indicator would be the amount of waste sent to the landfill. The measurement
method might be the kilograms of garbage produced

each month, which would be recorded. Since waste often involves costs (e.g., removal), this might
also be linked to financial savings made through waste reduction.

4. Engage employees and others to whom CSR commitments apply

Following the approach set out in this guide, the input of employees and other key stakeholders has
been solicited at every stage, from preliminary assessment, through to strategy development and the
articulation of commitments. Employees play a central role in CSR implementation. While overall CSR
success depends first on senior leadership, ultimately, CSR implementation largely rests in the hands
of employees and, in some cases, suppliers. In a sense, these parties are often a firm’s human face
(not to mention arms and legs!), capable of acting as ambassadors, advocates and sources of new
ideas and information on CSR.

Involving employees, employee representatives and suppliers in discussions of how CSR commit-
ments are implemented is a way for these stakeholders to develop a sense of ownership of and pride
in the firm’s CSR activities. To the extent possible, bringing in a CSR champion to help convey the
message is important, since s/he is in the best position to understand the big picture and answer
guestions. As well, the champion is likely to convey enthusiasm and credibility; the involvement of a
senior official signifies how important to issue is to the firm. Employee support for CSR implementa-
tion can be maintained in a number of ways:

e incorporating CSR performance elements into job descriptions and performance evalu-
ations;

e providing regular updates on progress (in meetings or the company newsletter);

¢ developing incentives (such as monetary and other rewards for best suggestions);
e removing or reducing disincentives (e.g., competing interests such as premature dead-
lines that encourage employees to choose non-CSR options); and

e offering incentives and recognition for good ideas.
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5. Design and conduct CSR training

Firms need to train employees directly involved in CSR activities. This is an ongoing commitment,
since training needs will change as the CSR issues evolve. A comprehensive approach to training, such
as the one taken by IKEA, will ensure employees have information on the firm’s CSR commitments,
programs and implementation. When the firm’s employees0 speak various languages, training mod-
ules must be offered in those languages and must consider employees’ cultural orientation. This is
particularly true when training employees in various parts of the world. Literacy levels may also need
to be assessed.

Studies suggest that the most successful training addresses knowledge, skills and attitudes, and is
based on “adult learning” approaches, whereby the learner has input into the development of the
learning process. There are five steps to establishing a successful training program:

6. Establish mechanisms for addressing problematic behavior

The very future of employees, communities, the environment and firms can depend upon early detec-
tion of activity that is contrary to CSR principles and commitments. Auditing and monitoring, while
revealing, can only go so far in this regard. For this reason, it is important for firms to put in place
mechanisms and processes that will allow for early detection, reporting and resolution of problematic
activity.

This is probably one of the most sensitive of CSR activities. In a perfect world, there would be no need
to develop mechanisms for reporting problematic behavior. However, people and organizations are
fallible. In the best-managed organizations, there should be no fear of reprisals when approaching a
superior to discuss a problem. However, until such a time when this is a reality in all workplaces, mech-
anisms for reporting and resolving problems are helpful. Firms should devise approaches that are sen-
sitive to the vulnerable position of employees who see wrongdoing or the potential for non-compli-
ance. In addition to clear communications on the consequences of reporting breaches of CSR commit-
ments, firms could consider anonymous hotlines, email boxes and ombudspersons. Care must be taken
to ensure that not only are the mechanisms for dealing with the problems designed well, but also that
they are the option of last resort. Anonymous disclosure is open to abuse because it can encourage
false or malicious disclosures, since the person making them can escape accountability for their ac-
tions. A senior manager should be assigned responsibility for0 investigating and reporting compliance
on these issues.

7. Create internal and external communications plans

Information about CSR commitments, activities and performance reporting should be communicated
visibly and frequently to all employees. Whether through newsletters, annual reports, Intranet com-
munication, meetings, training or informal0 mechanisms, employees must know that CSR is a company
priority. Updates on CSR should also be put on the agenda of meetings at all levels of the company.
External communications plans should ensure that all relevant stakeholder groups are addressed.
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8. Make commitments public

For CSR commitments to be most credible, they should be made public. Firms may only wish to make
public those commitments they are confident of achieving, but nonetheless work on others quietly
with no publicity. A good external0 communications plan should identify the individuals and groups
that need to be aware of a particular CSR initiative and those who should receive hard copies of CSR
documents, as well as how those individuals and groups are to be reached. The communications activ-
ities might include an awareness campaign, featuring advertising and speeches. Firms may wish to
avoid creating CSR reports (see next section) that, through their sheer size, can intimidate potential
readers. Web site design can help to ensure that parties can easily access CSR information of interest
to them. It is quite possible that communications will have to be tailored to various audiences (e.g.,
communications to investors are likely to be quite different from those addressed to communities).

¢ Identify the CSR chain of accountability through the firm;

e Allocate sufficient resources to ensure that CSR responsibilities can be effectively car-
ried out;

e Incorporate key CSR performance indicators into the business plan;

e Inspire and educate. By reaching people on a personal level, they are more likely to
take on the challenge of CSR;

e Display CSR commitments on the firm’s Web site. This is one of the quickest and easi-
est sources of company0 information.

e Celebrate CSR achievements, motivating the team and building enthusiasm and pride.
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Task 5
Evaluate and improve

What is an evaluation?

An evaluation tracks the overall progress of a firm’s CSR approach and forms the basis for improvement
and modification. With the information derived from verification and reporting, a firm is in a good
position to rethink itsO current approaches and make adjustments.

Evaluation is all about learning. Learning organizations are those whose existence is based on contin-
uous receipt and0 review of new information and adaptation for sustainable advantage. They do not
simply attempt to achieve objectives; they are constantly on the alert to adapt to changing circum-
stances or to find ways for improving their approaches. An evaluation should involve stakeholder en-
gagement, including comments and suggestions from management, CSR coordinators, managers and
committees, employees and outside stakeholders.

Why evaluate?

The art of business has analogies to sailing. It is about setting a course, steering to make best use of
the prevailing winds, and constantly checking to see if the sails need to be adjusted. In similar fashion,
an evaluation allows a firmOto see whether it is on course, and what it needs to do to be more effective.
It enables the firm to:

This base of information should allow the firm to determine whether the current CSR

approach is achieving its objectives and whether the implementation approach and overall strategy
are correct. An evaluation not only helps identify valuable information about process and perfor-
mance, it also helps identify internal0 partners, and can help develop more “joined-up” management.

How to do an evaluation
Drawing on the CSR objectives and indicators, and the information obtained through the verification
and reporting process, firms should consider and respond to the following questions:

e What worked well? In what areas did the firm meet or exceed targets?

e Why did it work well? Were there factors within or outside the firm that helped it meet
its targets?

e What did not work well? In what areas did the firm not meet its targets?

e Why were these areas problematic? Were there factors within or outside the firm that
made the process more difficult or created obstacles?

e What did the firm learn from this experience? What should continue and what should
be done differently?

e Drawing on this knowledge, and information concerning new trends, what are the CSR
priorities for the firm in the coming year? and

e Are there new CSR objectives?

Finally, it is important that firms celebrate their successes. When goals are met and progress is
achieved all parties concerned need to give each other a pat on the back for a job well done!

It is advisable to create a spreadsheet to track the evaluations from year to year. The spreadsheet can
assist in identifying patterns or trends, Plus, to ask employees what they think worked well and what
didn’t. They may have a different perspective on how things could be improved; and during the evalu-
ation is a good time to celebrate success and reward the team.
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Appendix
National CSR guidance

A number of countries have developed CSR policies or guidance documents that outline their ap-
proach to CSR. This list offers a sample of examples.

Belgium Reference Framework: Corporate social responsibility in Belgium (2006). Britain;
e Corporate Social Responsibility: A government update (2004);

Corporate Social Responsibility: International strategic framework (2005); and

¢ U.K. National Contact Point Information Booklet.

e Corporate Social Responsibility: An implementation guide for Canadian business (2005). Fin-
land

e Ministry of Trade and Industry’s Guidelines on Promotion of Corporate Responsibility (2004).
Germany

e Corporate Social Responsibility: An Introduction from the Environmental Perspective (2006).
Netherlands

e CSR Toolkits for developing countries (2006)
e CSR Implementation Guide: Non-legislative options for the Polish government (IFC,2006).

Sweden
e Guidelines for Sida’s Support to Corporate Social Responsibility: Position paper (2005). 102

Further reading

Publications

All You Need to Know About Ethics and Finance: Finding a moral compass in business today, Avinash
Persaud and John Plender, 2007.

Business and Society: Making a positive and responsible contribution, International Chamber of Com-
merce.

Corporate Social Responsibility: Implications for Small and Medium Enterprises in Developing Coun-
tries, United

Nations Industrial Development Organization, 2002,
http://www.unido.org/userfiles/BethkeK/csr.pdf (pdf file size 1.13mb).

Corporate Social Responsibility Practice: Strengthening implementation of corporate social responsi-
bility in global supply chains, World Bank Group, October 2003.

Disclosure of the Impact of Corporations on Society: Current Trends and Issues, United Nations Con-
ference on Trade and Development, 2004 (also available in Arabic, Chinese, French, Spanish and Rus-
sian), http://www.unctad.org/Templates/ webflyer.asp?docid=5909&in-

titemID=3914&lang=1& mode=downloads. Fighting Corruption: A corporate practices manual, Inter-
national Chamber of Commerce, 2003.

Corporate Social Responsibility: 34/36



Co-funded by CREATING

the European Union SHARED VALUE @VET

Green to Gold: How smart companies use environmental strategy to innovate, create value, and
build competitive0 advantage, Daniel Esty and Andrew Winston, 2006.

Making the Connection: Using the GRI’s G3 Reporting Guidelines for the UN Global Compact’s com-
munication on0 progress, http://www.globalreporting.org/Reporting Framework/CRAIli-
ance/GRI/Global Compact.

OECD Risk Awareness Tool for Multinational Enterprises in Weak Governance Zones, 2006,
http://www.oecd.org/document/26/0,2340,en 2649 34863 36899994 1 1 1 1,00.html.

OECD Guidelines/GRI synergies between the OECD guidelines for Multinational Enterprises (MNEs)
and the GRI 20020

Sustainability Reporting Guidelines,

http://www.oecd.org/dataocecd/25/26/35150230.pdf.

Stakeholder Dialogues: The WBCSD’s approach to engagement, World Business Council on Social De-
velopment0 (WBCSD), 2001, http://www.wbcsd.org/includes/getTarget.asp?type=d&id=0TgyNw,

(pdf file size 223kb). The UN Global Compact and the OECD Guidelines for Multinational Enterprises:

Complementarities and distinctive contributions, 26 April 2005, http://www.oecd.org/data-
oecd/23/2/34873731.pdf.

Who Cares Wins: Connecting financial markets to a changing world, Global Compact,
2004, http://www.unglobalcompact.org/docs/news_events/8.1/WhoCaresWins.pdf.
http://walmartstores.com/GlobalWMStoresWeb/navigate.do?catg=685.
http://www.tescocorporate.com/cr.htm.

http://www.interfaceinc.com/goals/sustainability _overview.html.
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