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Summary of the Dissertation

“A man is always a teller of tales, he lives surrounded by his stories and the stories of
others, he sees everything that happens to him through them; and he tries to live his

life as if he were recounting it.”

Jean-Paul Sartre

This empirical qualitative study —of eight companies that have
implemented responsible competitiveness strategies— contributes to corporate
social responsibility management literature by focusing on how leading
companies in the field frame and manage CSR in practice. The study finds that
these companies generate significant value from their social and environmental
practices, but the degree and focus varies from company to company. Each of
the companies seems to focus on developing a CSR strategy that best fits the
organizational identity, which means centering social and environmental
strategies on the firm’s core competitiveness factors. The study also suggests
that there are some inherent paradoxes to CSR that companies need to
manage, and that the responsible competitiveness paradox that represents the
tension between CSR and business goals is particularly challenging, where the
eight companies manage it by accepting and fostering this paradox, making it
part of the firm’s identity. The main conclusion from this study is that these eight
companies manage responsible competitiveness by constructing narratives
around a responsible identity and reputation, indicating a strategic focus and the
acceptance of inherent paradoxes in CSR. Finally, the study shows that these
eight companies share ten characteristics that they use to anchor and develop
these narratives, which include some central corporate attributes, strategic
ideas, and strategic assets. By sharing these ten characteristics, this research
aims to further develop CSR management literature, as well as providing

reflexive practitioners with a guiding conceptual framework.
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Chapter 1 - Introduction

“It's not so much what you have to learn if you accept weird theories, it's what

b

you have to unlearn

Isaac Asimov

The point of departure

The role that companies should play in society is one of the oldest and at
the same time most current debates both for practitioners as well as for
academics. In a globalization context, private sector activities affect
simultaneously the social, the environmental and the economic spheres. And
that impact affects the raison d’étre of the organizations: their values, their

mission and their identity.

In the knowledge society, the social expectations and demands toward
companies grow in complexity, as the globalization process distorts the
equilibrium among different social actors (Held and McGrew, 2000). Thus, aside
from finding its role in a social system, the company must try to understand the
direction it will take and contribute to its governance (Mintzberg, 1996). The
company must understand and assume its role as an actor in a changing
society, while society demands to be taken into account as an important
variable for business decision making (Carroll, 1999). In that context, the
company does not construct by itself the legitimacy of its practices, as other
social actors and individuals (simultaneously citizens and consumers) give
meaning to business actions, to its vision and its mission (Freeman, 1984). In
this scenario, companies interact with society through practices, but it is society
that gives companies’ practices legitimacy, and companies define and express
meaning and vision also through business practices. This process can be

visualized in Figure 1:



Meaning and

Figure 1: the meaning and legitimacy dialogue
/ vision

In that context, the key is the search for a meeting point between the

Practices

Legitimacy

company and organizations, groups and individuals with which the company
relates (Jones, 1995). The role of the company as a purely economic actor has
historically revolved around efficiency and productivity, but as a social actor this
concepts stop having a unidirectional meaning, so that responsibility becomes
the economic, environmental and social meeting point (Elkington, 1995). Thus,
the company tries to assume the responsibilities that, from its perspective,
society bestows upon it, while society constantly redefines the role it assigns to
the company (Donaldson and Dunfee, 2002). This relationship, which | illustrate
in Figure 2, becomes an exchange where the company contributes to society by
behaving responsible and society responds by giving the company citizenship
status, through legitimacy and social contract. Here too, business and society
interact through practices, where the company defines and acts responsible,

while society provides the company citizenship and license to operate.

Figure 2: the responsibility — citizenship cycle
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In that regard, the field of corporate social responsibility (hereinafter
CSR) is one of the frames of reference that tries to address the main questions
that this scenario generates: Which responsibilities must the companies
assume? (Handy, 2002) How must the organization change to assume them?
(Pruzan, 2001) And, what effect will it have in its competitiveness? (Prahalad
and Hammond 2002; Zadek, 2006). The question is not whether the company
has social and environmental responsibilities, but rather their extent (Smith,
2003) and, most importantly, how can these be translated into business policy,
strategy and practice (Porter and Kramer, 2006).

The field of corporate social responsibility tries to address this issue of
how companies need to change to assume their social, economic and
environmental responsibilities (McWilliams and Siegel, 2001). In this context,
this dissertation wants to shed some light on the issue of how companies
embed CSR issues, particularly how companies integrate CSR in core strategic
processes that are crucial for their competitiveness (Prahalad and Hammond,
2002). The point of departure is the idea that one of the main drivers for most
company activities is firm competitiveness, so that embedding CSR in the
organization requires understanding how it connects and fits with firm
competitiveness (Hart 2005; Freeman 1984). Said differently, if competitiveness
is one of the central drivers of all business activity, if CSR connects with firm
competitiveness it will more easily become an integrated part of the
organization for the long-term (Handy 2002; Emerson 2003; Porter and Kramer
2011). Thus, this dissertation revolves around the exploration of the different
ways in which CSR has an impact on competitiveness. Furthermore, | try to
analyze how practitioners manage CSR issues within key competitiveness
factors, and develop integrated responsible competitiveness strategies.

Rationale behind the research

Today most transnational companies in the world have policies in place to
address some of their social environmental responsibilities. These types of
policies receive different names such as corporate citizenship, accountability,
business in the community, social and environmental compliance, or

sustainability to name a few, and often are managed by specific units or



departments. All these different labels are part of the CSR field as they focus on
ways in which a company should address some of its social and environmental
responsibilities. However, research on the CSR field until now has not focused
on explaining how companies develop and embed CSR policies in the
organization, but rather on discussing the normative and instrumental
approaches to CSR. That is, the CSR field currently revolves around identifying
critical issues such as stakeholders, accountability, human rights or the
environment, but not so much on how companies are able to deal with these

issues.

This lack of research on how to manage CSR in an organizational setting
has been somewhat offset by the appearance of many different frameworks
from the public (e.g. European Commission, OECD, United Nations,
International Labor Organization, World Economic Forum, World Bank, etc.);
private (e.g. World Business Council for Sustainable Development, Busines for
Social Responsibility, SustainAbility, etc.); and non-profit sectors (e.g. CSR
Europe, Global Reporting Initiative, AccountAbility, Social Accountability
International, etc.); aiming to assist companies in framing and interpreting CSR
in relation to their specific context. The problem, however, is that neither of
these frameworks is predominant or even widely accepted. To make matters
worse, most of these frameworks are the result of different, often contradicting,
approaches to CSR, reflecting the agendas of the organizations behind them.
These different frameworks include different tools such as guidelines, codes of
conduct, management systems, certification systems, indexes, ratings,
reporting tools or labelling schemes. In this context, individual companies trying
to adopt a CSR perspective find themselves in a scenario in which they cannot
assess what the rules of the game are, or even estimate what they may be in
the future, which difficult adopting a CSR perspective. This push and pull effect

can be visualized in Figure 3:



Figure 3: the push and pull effect
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In this context, it is important to study and document smart practices of
companies that have been successful in designing and implementing CSR
strategies and integrating these strategies in their competitiveness model. The
idea behind this approach is to shed some light on how companies interpret
CSR in relation to their organization and activities. That is, the ways in which
companies interpret the institutional framework, in terms of policies and
practices, for promoting and supporting a voluntary approach to CSR that

generates value for the company.

Understanding this approach could allow companies to learn how a
voluntary CSR strategy works, thus obtaining references that could assist other
companies willing to embark on CSR. The objective would be to contribute to a
more general understanding of how CSR can be managed by exploring the
potential for a responsible competitiveness business case. In that regard, a
research based on the description and analysis of actual smart practices in the
field of CSR could provide reflective practitioners with some useful conceptual
handles for implementing and managing effective responsible competitiveness
strategies. Furthermore, since there are very few studies using this approach,
an exploratory research focusing on a previously understudied field could help

identify some of the critical issues in the field of CSR and responsible



competitiveness, which could contribute to the development of a research

agenda for further study.

Challenges and specific objectives

CSR is a very ambiguous construct that covers all sorts of business
practices, including ethics, philanthropy, community action, accountability,
environmental responsiveness, stakeholder management and governance to
name just a few. Although many definitions exist, there is no agreed
international consensus around what CSR is beyond simply stating that it has
something to do with taking into account non-financial factors, such as social
and environmental matters. However, often it is very difficult to draw a line
between CSR practices and other business practices, as any business activity
inevitably has some social and or environmental repercussion. In this scenario,
one of the objectives of this research is to contribute to the field of CSR by
trying to understand how the eight companies studied define and develop CSR

policies.

In previous literature, the relationship between CSR and business
practices has usually been studied by trying to understand the relationship
between CSR practices and firm performance, by studying the relationship
between financial results and social and environmental impacts. However, this
approach focuses on results rather than processes, and therefore does not
much help companies who want to understand how CSR policies are developed
and managed. In this regard, there are very few studies trying to describe and
analyze how companies who are competitive in their sector are integrating CSR
in their business model into what could be defined as responsible
competitiveness strategies (Zadek, 2006). With that in mind, the objective of this
dissertation is to explore the process by which companies integrate CSR and
firm competitiveness. | propose that this approach will help the development of
a better understanding of how a company can design and embed CSR policies,
as well as derive some competitive value for the organization from the process.
Thus, the central goal of this research is to contribute to both practitioners and
academics in understanding how a company can derive value from designing

and managing a responsible competitiveness strategy.



One of the central challenges that companies face when they try to
design a CSR strategy is understanding the difficulties of managing CSR. In this
regard, social and environmental practices often seem to require different
management processes than other business activities, as they have inherent
paradoxes that generate unique tensions and dilemmas that need to be
managed. This requires companies to transform the organization in order to
interpret, manage and respond to these particular challenges. Thus, aside from
understanding how companies derive value from implementing CSR, this
research aims to contribute to improve CSR management practices by trying to
understand how companies such as Aeon, Danone, DKV, Mango, Interface, El
Naturalista, Vodafone and Tecnol have learned to implement and manage their
CSR practices. This means focusing on two key areas of research particular to
CSR in practice: (1) paradoxes inherent to CSR and how they are managed by
practitioners; and (2) the role innovation plays in how companies learn to

manage CSR issues and to embed these practices in the business model.

Outline of the dissertation

It is important to note that this dissertation has been prepared to describe
the research journey throughout my doctoral work. The reason for that is that
this is an exploratory research that focuses on theory building rather than theory
testing, which means that | started this journey by aiming to explore an issue for
which | found very little existing literature, so that at each step of the research
process new doors opened in terms of new fields, topics and questions. In this
regard, | think it is important, in order to understand the dissertation, to be able
to see the voyage in perspective and how each step led me to the next. This
means that the research process was driven by a central and common aim to
explore how companies develop and manage responsible competitiveness
strategies, but that | accepted and embraced the possibility that as the research
evolved new topics appeared. In that regard, | respected the chronological order
in terms of the literature review and theoretical framework, where my purpose is
to take the reader of this dissertation through the same voyage | went through. |
think this is necessary in order understand and frame each chapter in relation to

the overall dissertation.



Chapter 2 is theoretical. In Chapter 2 | discuss the central concepts
initially identified such as CSR, responsible competitiveness, strategic CSR and
managing CSR, and situate the study in relation to previous research on this
subject. Thus, in this chapter | review the literature on the field of CSR and
discuss the relevant areas to which this dissertation aims to contribute.

In Chapter 3 | present a preliminary study. As there are very few
empirical studies on the relationship between CSR and competitiveness in
practice, in this chapter | present an exploratory initial study, which identifies
and discusses some of central topics of the dissertation. Particularly, in this
research study | identify two central areas of the research which were not
identified in the literature review of chapter 2: paradoxes and corporate culture,
which will be reviewed in chapters 7 and 8. Chapter 3 ends with a summary of
the theoretical framework for the dissertation as well as the central research
propositions identified.

Chapter 4 is methodological. In this chapter | describe the research
design, topic, main research question, secondary questions, propositions, units
and levels of analysis, the approach, the sampling and data collection, and the
data analysis. This chapter discusses grounded theory, and particularly the

case study method, as a relevant tool for theory building in the field CSR.

Chapter 5 presents an overall description of the eight case studies used
as the primary data for the dissertation. This chapter is also partly
methodological in that it includes a discussion and description of the
interviewees, and the rationale for the design of the questionnaires used for the

interviews as well as the codes used to analyze the results.

In chapters 6, 7 and 8 | analyze the data and start building my
conclusions. Chapter 6 presents a descriptive analysis of how the eight
companies studied define and implement CSR, and presents a discussion of
how these companies integrate CSR in their business practices and, more
importantly, how CSR affects their core competitiveness. In chapter 7 | focus on
the paradoxes inherent to CSR, and particularly on the central paradox in this
field, which 1 call the responsible competitiveness paradox, and why it is

relevant for CSR management. In chapter 8 | focus on the relationship between



CSR and identity and corporate culture, and | propose that companies that
place CSR and innovation at the centre of their culture share 10 characteristics,
presenting examples of other companies that are considered innovative and

sustainable and which apparently share these 10 characteristics.

In chapter 9 | present a summary of the findings and how these answer
my general research question. In this final chapter | also outline the more
general contributions of this work, the limitations and possible future research to

further the study in this area.



Chapter 2 — State of the Art

“Whenever a theory appears to you as the only possible one, take this as a sign that

”

you have neither understood the theory nor the problem which it was intended to solve

Karl Popper

The context

Reference international organisms such as The Organization for
Economic Co-Operation and Development (OECD, 2000 and 2001), The World
Economic Forum (WEF, 2003), The United Nations (UN, 2000) or The
European Union (EC, 2002 and 2011) propose that competitiveness and
sustainability are two of the most important issues on the agenda today. More
importantly, as central issues that must be confronted by organizations, it
seems relevant to understand how they affect each other (McKinsey 2010; Van
de Ven and Jeurissen 2005). In this scenario, one of the key central issues
seems to be how public, private and non-profit organizations can align and
integrate competitiveness and sustainability practices (Porter and Kramer
2006). For the private sector this means aligning corporate social responsibility
strategies, with key business competitiveness factors (Porter and Kramer 2011;
WBCSD, 1999), which means designing responsible competitiveness strategies
(Zadek, 2006). That is why in the last few years more and more research has
focused on exploring the relationship between CSR and competitiveness
(Mackey, Mackey and Barney, 2007).

It was not so long ago that Michael Porter proposed that CSR efforts
should focus on strategic corporate philanthropy (Porter, 1999). Porter’s central
proposition was that the private sector had to conduct business as best as they
could but that they should also give back to society through philanthropy, and
that this process should be managed strategically, which in essence was the
same argument given by Milton Friedman in his landmark article where he
basically said that “the social responsibility of business is to increase its profits”
(Friedman, 1970). Today, however, Porter and Kramer are one of the foremost
proponents of embedding CSR in the business model through integrating CSR
in key strategic business processes (Porter and Kramer, 2006 and 2011). In
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fact, in their most recent article Porter and Kramer suggest that business must
focus on creating what they call shared value, which means generating public
and private value simultaneously, as the only way in which companies can be
competitive in the long-run (Porter and Kramer 2011). This remarkable evolution
by Porter and Kramer parallels what has happened in mainstream
management, where the question around CSR has moved from whether to how
(Smith, 2003). In other words, the debate on CSR has moved from considering
that the only mission of companies was to generate profits and business activity
(Friedman, 1970), to consider how CSR policies should be integrated in the
business model to increase organizational competitiveness (Porter and Kramer
2011; Van de Ven and Jeurissen, 2005). In fact, if we look at the list of the top
most innovative companies in the world (Business Week, 2013), which would
be one possible indicator of firm competitiveness, we find that most of the top
50 companies in the ranking have extensive CSR policies, such as Microsoft,
IBM, Toyota, GE or Tata to name a few. Similar results are achieved if we look
at other rankings such as the top retailers in the world (Deloitte, 2013) or the
Global 500 (Fortune, 2013). The conclusion seems to be that apparently there

IS a connection between firm competitiveness and responsibility.

CSR: evolution, definition and theories

Although the role of business in society has been addressed in business
literature since its origins, the concept of CSR has been developed over the last
forty five years. In the 1950s the research on the role of business in society
revolved mainly around the responsibilities to society that businessmen as
individuals could be expected to assume (Bowen, 1953). In the 60’s the
literature went a step further, introducing the idea that businessmen's decisions
and actions could be taken for reasons beyond the firm's direct economic or
technical interest and, furthermore, that this decisions and actions could report
economic gains to the firm on the long run (Davis, 1960). By the 70’s the idea of
social responsibility bringing long-term profits to the organization was
strengthened and the concept of companies being accountable to more than

their stockholders was introduced (Johnson, 1971).
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During the 1980's the concept of CSR as such was generally accepted
as a legitimate business issue, focusing on the corporation’s responsibilities to
different societal groups such as stockholders, customers, employees, suppliers
and neighboring communities, changing or redefining the boundaries of the firm
and underlining, at the same time, that these responsibilities had to be
voluntarily adopted by firms (Jones, 1980; Freeman, 1984). During the 1990’s
the field of CSR focused on discussing the relationship between CSR and
financial performance (Carroll, 1999; Swanson, 1995), as well as furthering the
discussion on some of the existing CSR topics such as stakeholders
(Donaldson and Preston, 1995; Harrison and Freeman, 1999; Jones, 1995),
corporate values (Pruzan, 2001), or environmental management (Porter and
Van der Linde, 1995). It has only been during the last 15 years the mainstream
field of CSR has turned its focus more on understanding how it can become a
strategic issue for the company by generating significant and inimitable value
(Mackey, Mackey and Barney, 2007; Porter and Kramer, 2011). The consensus
today seems to be that CSR is about managing the responsibility of enterprises
for their impacts on society (European Commission, 2011), although there is no
such consensus on the list of responsibilities or impacts included under CSR.

Apparently many companies are reluctant to embrace CSR because the
concept of responsibility seems to contradict economic efficiency and
productivity principles. Some studies suggest a somewhat positive association
between CSR and financial performance (Ullmann 1985, Griffin and Mahon
1997), but the causal nature of the relationship is unclear (Wood and Jones,
1995). Further studies argue that working under a CSR approach of creating
stakeholder value produces shareholder value in terms of a competitive
advantage (Ruf et al. 2001). Yet, other studies conclude that there is in fact an
ideal level of CSR for any given company that can be determined via a cost-
benefit analysis based on CSR supply and demand (McWilliams and Siegel,
2001). Nevertheless, research efforts trying to link corporate social performance
and financial performance are inconclusive. The problem is that performance
measurement is not only about profit maximization but about long-term value
creation, which is very difficult to assess a priori. Furthermore, the long-term

strategy of CSR takes into account intangibles such as corporate reputation,
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customer loyalty, workforce commitment and stakeholder relations. There is no
denying that it is crucial for the company to be able to measure and assess how
adopting a CSR perspective is affecting its competitiveness and how it
develops, but it is equally true that in order to do that, the company must be
willing to change the way it understands and measures excellence and success
(Frederick, 1994).

There seems to be a consensus that CSR is a transversal issue that
affects different areas of the organization and from different angles, and this is
why CSR tends to be analyzed from specific perspectives such as corporate
identity and reputation (Humble, Jackson and Thomson, 1994; Joyner and
Payne, 2002; Pruzan, 2001; Sison, 2000); stakeholder relationships (Freeman,
1984; Frooman, 1999; Grey, 1996; Jones and Wicks, 1999); human resources
(United Nations Global Compact 2000; International Labour Organization, 2007,
Sum and Ngai, 2005); communication (Elkington, 1995; GRI, 2002); business
strategy (Prahalad and Hammond, 2002), or marketing (Consumers
International, 2012; Fan, 2005). The central idea that most of these different
approaches share is that adopting CSR strategies has some effect on some key
business competitiveness factors, although they do not agree on which, or how
(Draper, 2006; Haigh and Jones, 2006; Porter and Kramer, 2006; Harrison and
Freeman, 1999; Smith, 2003; McWilliams and Siegel, 2001). Thus, one of the
central unanswered questions today in management is how does CSR impact

firm competitiveness?

The concept of responsible competitiveness

Simon Zadek (2006) developed the concept of responsible
competitiveness to refer to the way in which CSR could become integrated with
long-term strategy. Although Zadek’s research focused on responsible
competitiveness from a public stand point exploring effects at a country or
regional level rather than for individual organizations, the basic principle still
applies: responsible competitiveness is about finding a way to align and embed
CSR in core competitiveness factors. Other authors have discussed similar
ideas under different names, such as strategic stakeholder management
(Freeman, 1984), blended value (Emerson, 2003), strategic CSR (McWilliams
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and Siegel, 2001), or shared value (Porter and Kramer, 2011) to name a few.
The departure point is the assumption that competitiveness is the main driver
for business activity (Porter, 1985), defined as the firm’s capacity to generate
value through rare and difficult to imitate competencies (Barney, 1991; Rumelt,
1984). Thus, for some years now the field of CSR has been trying to study how
CSR can have an impact on competitiveness. The idea is that only CSR issues
that can potentially become strategic for the company will warrant the

investment of company’s resources and creativity (Porter and Kramer, 2006).

Responsible competitiveness seems to be about finding ways to
generate value for the organization through CSR (McWilliams et. al., 2006;
Porter and Van der Linde, 1995; Porter and Kramer, 2006), by integrating CSR
issues in key competitiveness factors (Bansal and Roth, 2000; Carlisle and
Faulkner, 2005; Harrison and Freeman, 1999; Mackey, Mackey and Barney,
2008; Porter and Kramer, 2006). The problem is that there is no concluding
evidence on which CSR issues can generate value for the organization or which
are the key competitiveness factors most affected by CSR policies (Godfrey
and Hatch, 2007; Kay, 1993; Handy, 2002; Harrison and Freeman, 1999;
Jones, 1995; Margolis and Walsh, 2001; Pruzan and Thyssen, 1990; Waddok,
2000). One possible explanation for the difficulty in analysing the relationship
between key competitiveness factors and CSR in firms may be that
implementing CSR strategies seem to produce unexpected results in terms of
tensions and paradoxes within companies (Goodpaster 1991; Handy 1994),
especially in trying to simultaneously focus on social, environmental and
economic goals (Elkington 1995; Freeman 1984; Smith 1993). Another
unexpected impact seems to be that CSR requires transforming the
organization, including core values, and thus revolves in great part on learning
and innovation (Nidumolu, Prahalad and Rangaswami 2009). In sum, current
literature on CSR argues that there is a case for responsible competitiveness,
but provides virtually no evidence on how a company can approach the
development of such a strategy (Handy, 2002; Porter and Kramer 2011).

Responsible competitiveness revolves around the central idea of
understanding how companies embed CSR in core business processes
(Frederick 1978; Jones 1995; McWilliams and Siegel, 2001), asking relevant
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guestions such as: What are the drivers, motivations and barriers to adopt CSR
strategies? How are they integrated in strategic business processes? And what
impact they have on the firm’s competitiveness as well as in sustainable
development? Usually the relation between CSR and firm competitiveness has
overwhelmingly been researched in one of two ways: (1) through opinion
surveys (Boston Consulting Group 2010; IBM, 2008; McKinsey, 2010); and (2)
through empirical studies trying to connect CSR with financial performance
(Chand and Fraser, 2006; Mackey, Mackey and Barney, 2007). However, both
of these approaches have been unable to clearly conclude that there is a
relationship between CSR and competitiveness, and more importantly, how
such a relationship unfolds (Carroll, 1999; Donaldson and Preston, 1995;

Harrison and Freeman, 1999; Lozano, 2002; Pruzan, 2001).

The theoretical framework: under researched and under studied

Although as we have seen there are several authors who have addressed
the relationship between CSR and competitiveness, it is still an area of research
with very little empirical evidence and very few proposals trying to answer the
central question of “how does CSR impact firm competitiveness?” Perhaps the
problem is that the study of the relationship between CSR and competitiveness
requires first a consensus on what each of these concepts means, and then
understanding what are the key factors affecting this relationship and whether
these factors have a causal or casual relationship. One of the main problems
seems to be that most of the factors relevant to understand such a relationship
are intangible and vague themselves. The end result is that the theoretical field
of departure on the relationship between CSR and competitiveness is extremely
complex, filled with interesting ideas, but largely under researched and under
studied, particularly in terms of empirical research, offering very few
propositions on how CSR and firm competitiveness are connected. In the next
few pages | will try to review some of the relevant central concepts. Since there
are many concepts, | will not focus on reviewing or explaining each of the
concepts in a lot of detail, but rather on the areas more pertinent to the study of

the issues at hand: the relationship between CSR and competitiveness.
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As | explained in the dissertation outline in Chapter 1, | have written this
dissertation trying to respect the research process as it unfolded, including
respecting the chronological stages. In that regard, in this initial literature review
| focus on the central topics that | initially considered most relevant to my
research aim. As | mentioned at the beginning of this chapter, CSR and
competitiveness are two very vague concepts that can potentially be
approached and studied from different angles, and thus initially | made a
decision to focus on the topics that from existing literature seemed most
relevant to the research, namely: competitiveness, CSR, responsible
competitiveness, strategic CSR, and CSR management. This means that | left
out other topics such as branding, reputation, marketing, financial performance,
identity or paradoxes. This was a rational decision made in the interest of
limiting the research to a viable and concrete field of study. However, as the
research evolved and | started to gather preliminary findings, it became
apparent that some of these fields, particularly CSR paradoxes, corporate
identity, corporate culture, and innovation, where becoming important parts of
the findings and therefore | carried out further literature reviews and include
them in later chapters. | think it is necessary to do it this way to understand the

research process and make sense of the results and conclusions.
Competitiveness

Competitiveness is an issue that is central to management and has
traditionally been measured in terms of productivity and financial performance
(Porter, 1985). However, there seems to be a growing consensus that
measures such as profits or productivity do not necessarily explain all the
central factors associated with firm competitiveness, as they only explain in part
the firm’s capacity to produce and capture valuable, rare and inimitable
capabilities (Barney, 1991; Rumelt 1984). For instance, issues such as benefits
and productivity do not completely explain intangible resources such as
corporate reputation, key stakeholder relationships, strategic assets, or capacity
to innovate (Kay, 1993; Shnietz and Epstein 2005). Thus, firm competitiveness
today is determined by the capacity of the firm to manage key tangible and
intangible resources that provide a competitive advantage to the firm (Hamel

and Prahalad, 1989). This includes understanding and exploiting the core
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competencies of the company, which gives the organization a competitive
advantage against other companies, and which are not always tangible
(Prahalad and Hamel 1990).

However, the tension between exploration and exploitation that is
inherent to business tends to skew toward operationalization, which means
focusing on measuring and replicating, rather than on learning and innovating
(March 1991). In fact, companies often face a paradox, where on the one hand
they need to operationalize core competencies by making them tangible and
measurable, but on the other hand by doing so they risk loosing a central part of
the culture and competencies of the organization which makes them unique
(Reed and DekFillipi, 1990). In this context, aside from productivity and
efficiency, competitiveness apparently must account for more dynamic
intangible firm capabilities such as flexibility, adaptability, quality or
communication (Barney, 1991). In this scenario, firm competitiveness is
understood not solely as productivity or financial results, but as the ability of a
company to design, produce and or market products superior to those offered
by competitors, considering the price and non-price qualities (D’Cruz and
Rugman, 1992). Yet, there are virtually no studies trying to identify which are
these “non-price qualities” and how important each of them are in comparison to

the more known “price qualities”.
Corporate social responsibility (CSR)

CSR is one of the frames of reference that tries to shed light on the role
business should play in society (Carroll 1999; Goodpaster, 1983; Sethi 1975). In
research and theory building, CSR is approached from different perspectives,
such as social performance (Carroll, 1979; Swanson, 1995), business ethics
(Solomon, 1993), corporate governance (Freeman and Evan, 1990), social
contract (Donaldson and Dunfee, 1994), stakeholder management (Donaldson
and Preston, 1995; Freeman, 1984; Lozano, 2002), accountability (Elkington,
1995; Valor, 2005), environmental management (Porter and Van Der Linde
1995; Shrivastava 1995), or corporate citizenship (Crane and Matten 2005;
Waddock, 2000) to name a few. Although current CSR frameworks are diverse,

fragmented and not always congruent (Carroll, 1999; Jones, 1980; Windsor,
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2001), for many years CSR has been defined as the voluntary integration of
social and environmental concerns in business operations and in their
interaction with stakeholders (European Commission, 2002), but recently has
been redefined simply as the responsibility of enterprises for their impacts on
society (European Commission, 2011).

This means that CSR has been seen as a transversal issue that affects
different areas of the organization such as corporate identity and reputation
(Humble et. al. 1994; Joyner and Payne, 2002; Pruzan, 2001; Sison, 2000);
stakeholder relationships (Freeman, 1984; Grey, 1996; Jones and Wicks, 1999;
Mitchell et. al., 1997); human resources (Aguilera et. al. 2007; United Nations
Global Compact 2000; International Labour Organization, 2007; Sum and Ngai,
2005); communication (Elkington, 1995; Global Reporting Initiative, 2002);
business strategy (Prahalad and Hammond, 2002; Porter and Kramer 2006), or
marketing (Consumers International, 2012; Fan, 2005). Therefore, it seems
clear that adopting CSR strategies must have some effect on key business
competitiveness factors (Draper, 2006; Haigh and Jones, 2006; Prahalad and
Mashelkar, 2010; Porter and Kramer, 2011; Harrison and Freeman, 1999;
Smith, 2003; McWilliams and Siegel, 2001; Van de Ven and Jeurissen, 2005).
However, most research on the field of CSR has been focused on explaining or
analyzing each one of these areas separately, rather than trying to understand

the system they create in term of what CSR means of companies.
Responsible competitiveness

Responsible Competitiveness has been studied in many ways, including
analyzing the relationship between CSR and consumer behavior (Becker-Olsen,
Cudmore and Hill 2004); looking for new market opportunities through CSR
(Prahalad and Hammond, 2002), exploring the link between CSR and branding
(Fan 2005), connecting CSR with business strategy (Freeman 1984),
understanding how CSR can help manage stakeholder relationships (Mitchell
et. al., 1997), or studying the relationship between CSR policies and
investments (Mackey et. al. 2007), to name but a few.

Most CSR practitioners, such as consulting firms, industry associations,

think tanks or labor unions have studied responsible competitiveness through
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opinion surveys on consumers (Consumers International 2005; National
Geographic and GlobeScan 2009; WBCSD 2008), investors (EIRIS 2014; EIRIS
2012; IFC and Mercer 2009), CEOs (Accenture, 2010; McKinsey, 2010; UN
Global Compact and Accenture 2013) or executives (IBM, 2008), or best
practices (GlobaScan and SustainAbility, 2014). These surveys tend to
conclude that CSR has a direct impact on firm competitiveness, in terms of
transforming key processes such as purchasing, investment, strategy or
governance. However, opinion surveys only show what respondents “perceive”

or “believe”, where no clear causal relationship can be established.

Most academics, on the other hand, have approached the study of
responsible competitiveness through exploring the relationship between CSR
and financial performance, thus establishing a link between social and financial
performance (Aupperle et. al. 1985; Griffin and Mahon 1997; McWilliams and
Siegel, 2001). However, connecting CSR and financial performance does not
necessarily establish a positive relationship between CSR and key
competitiveness factors such as vision, relationships, core competencies, talent
management or reputation, to name just a few (Barney, 1991; Mackey, Mackey
and Barney, 2008). In sum, literature seems to confirm that there is a growing
consensus around a clear connection between CSR and competitiveness
(Emerson 2003; Porter and Kramer 2011), but the nature of this connection is

not clear.
Strategic CSR

Strategic CSR can be defined as the implementation of CSR policies that
generate unique and significant value for the organization and which generate
responsible competitiveness for the organization (Emerson 2003; Zadek, 2006).
In that regard, responsible competitiveness strategies occur when companies
are able to develop strategic CSR practices coherent and integrated with
business strategy (Porter and Kramer, 2006). However, differentiating between
strategic and non-strategic CSR is not an easy task, as most companies seem
to embark in a wide variety of CSR activities, as we can see with the growing
importance of international initiatives on issues such as community relations

(Business in the Community), communication (Global Reporting Initiative),
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responsible investment (Dow Jones Sustainability Index), human rights (Social
Accountability International), or assurance (AccountAbility; International

Standardization Organization).

The central idea seems to be that CSR has taken center stage in the
corporate agenda, becoming one of the most strategic corporate assets
(Prahalad and Marshelkar 2010). In this regard, CSR programs seem to be
approached as strategic policies for companies comparable with programs such
as R&D and advertising (Garberg and Fombrun 2006). Particularly, CSR seems
to be one of the key drivers of innovation for companies (Nidumolu, Prahalad,
Rangaswamy 2009). Thus, two conditions seem to set apart the more advanced
companies in terms of CSR from other companies who are working on earlier
stages of CSR: (1) strategic CSR generates specific and significant value for
the organization (McWilliams and Siegel, 2001; Porter and Van der Linde, 1995;
Porter and Kramer, 2006); (2) strategic CSR delivers value through focusing on
key strategic assets of the organization such as products and services (Harrison
and Freeman, 1999; Mackey, Mackey and Barney, 2008; Porter and Kramer,
2011). However, there is very little empirical evidence on the value that CSR

delivers and the ways in which such value is delivered.
Integrating CSR

Integrating CSR in key strategic assets is surprisingly one of the areas
less studied in the CSR field, as most efforts until now have centered on proving
its value or identifying its contents (Carroll, 1999). However, there has been a
trend in recent years to identify some practices by which companies are
integrating CSR in key strategic assets (Van de Ven and Jeurissen, 2005).
According to some authors, strategic CSR is the end of an evolution journey
that companies begin by adopting partial CSR policies in specific areas of the
organization, trying then to develop a coherent message and management
process, until finally changing the business model to integrate CSR in all the
different business processes, business strategy and central strategic assets
such as products and services (Castell6 and Lozano, 2009; Frederick 1994;

Garrigues and Trullenque, 2008; Mirvis and Googins, 2006).

20



Authors disagree on the number of stages and the terminology used to
describe each step: some talk about stages in strategic intent such as risk
management, integrating CSR and finally searching for corporate citizenship
(Castell6 and Lozano 2009); others focus on a more descriptive analysis of the
situation of CSR in each company, such as going from elementary CSR
practices based on legal compliance all the way to changing the business
models through different intermediate stages of engagement, innovation and
integration on key processes such as products and services (Mirvis and
Googins 2006); yet other authors suggest that CSR evolves mainly driven by
communication, where the company integrates CSR in core business processes
as it tries to develop a coherent and global vision and message around CSR
which finally unfolds through becoming an integrative part of key strategic
assets (Garrigues and Trullenque, 2008). Although there are some differences
in the analysis of different authors regarding how CSR develops within
organizations, different authors seem to agree that one way in which more
advanced companies in terms of CSR can be identified is by the effect and
impact CSR has on products and services (Bansal and Roth, 2000; Carlisle and
Faulkner, 2005; Jorgensen and Knudsen, 2006; Prahalad and Hammond,
2002). Yet, aside from some specific studies that try to connect CSR with brand
value (Melo and Galan, 2010), or research that focuses on how CSR can help
companies innovate in products and services (Bansal, 2001; Nidumolu,
Prahalad and Rangaswami 2009), there are very few studies that try to
document or understand the process by which companies integrate CSR in core

business practices.
CSR planning

Strategic CSR planning is usually understood as a sort of a guide to
future behaviour (Mintzberg, 1987). The logic behind it is to devise some sort of
plan that will allow the company to exploit its key competitiveness factors
(Barney, 1991), setting the company apart from its competitors (Grant, 2000).
Thus, the idea would be to focus on the CSR issues that contribute to
strengthen the core competitiveness factors for the company (Prahalad and
Hamel 1990), including engaging fringe stakeholder in order to generate value

for the company (Hart and Sharma, 2004). Thus, a CSR strategy should be
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designed so that the policies and practices are coherent and reinforce each
other (Porter, 1996).

Traditionally, strategy was seen as a step-by-step system where firms
identified necessary resources, objectives and planed all possible contingencies
to achieve the planed goals (Mintzberg, 1993). Although most authors argue
that it is important to try to develop some sort of strategic plan, today strategy is
more focused on strategic thinking rather than strategic action (Porter, 2001), in
the sense that a company usually has deliberate (formulated) strategies as well
as emergent (formed) ones (Mintzberg, 1987). The central final objective behind
any strategy is to generate competitiveness for the organization, where the
focus of strategy design and implementation is threefold: (1) identify the areas
in which the company generates unique and significant value (Barney, 2001,
Porter, 1996); (2) design policies and practices to be carried out in order to
strengthen the company’s capacity to carry out and exploit these
competitiveness factors (Grant, 2000); and (3) make sure that these different
capacities are coherent and “fit” in an overall business strategy that reflects the
company’s strategic thinking (Porter, 1996). For CSR, this translates into
establishing a strategic vision in terms of CSR (Carlisle and Faulkner, 2005;
McWilliams and Siegel, 2001; Pruzan, 2001; Robin and Reidenbach, 1988), and
designing some sort of explicit plan to advance toward achieving that vision
(Donaldson and Lee, 1995; Fan, 2005; Freeman, 1984; Harrison and Freeman,
1999). In this regard there are some instances of literature that proposes ways
in which CSR strategies can be implemented (Bansal 2001; Emerson 2003;
Porter and Kramer 2006). Yet, although this research on planning CSR
strategies includes analysis of some experiences companies had in developing
their CSR policies, there is very little empirical evidence on how companies turn

CSR strategies into concrete action plans.
Managing CSR

Managing CSR is an issue that has seldom been explored in research,
as most research in the CSR field has focused mainly on what companies do —
i.e. what are the outputs in terms of CSR-, and why they do it — i.e. what are the

motivations that drive companies to develop CSR policies -, which means that
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research has focused on either evaluating and measuring outputs, or on
understanding internal motivations as well as external stakeholder demands
and expectations (Basu and Palazzo 2008). Thus, the issue of how companies
actually manage the design and implementation of CSR policies and practices
has not been a major focus of research, perhaps due to the context specific
management demands inherent to CSR which makes it very difficult to research
(Castell6 and Lozano, 2009; Mirvis and Googins, 2006; Garrigues and

Trullenque, 2008; Vilanova, Arenas and Lozano 2008).

Some could argue that implementing CSR can be approached using the
same management tools and systems that could be used to implement similar
transversal strategies, such as quality management, cultural change, or
organizational restructuring (Kotter, 1995). The central issue seems to be that
any effective change process in an organization apparently must go through
different stages, which begin by establishing leadership and defining the vision,
followed by designing a specific strategy, and finally engaging the organization
and integrating the new processes throughout (Collins and Porras 1996; Kotter
1995; Mirvis and Googins, 2006). Thus, from a company perspective, the
objective in terms of managing the CSR integration process is to establish a
normative framework, thus allowing for managers to create CSR sound
approaches to business and make them work (Jones and Wicks, 1999). That
means identifying a CSR vision and integrating it in the corporate identity
(McWilliams and Siegel, 2001; Porter and Kramer, 2011; Pruzan, 2001), then
developing a strategic plan to turn this vision into particular policies and finally
transforming policies into specific actions (Castell6 and Lozano 2009; Mirvis
and Googins 2006; Porter and Kramer 2006).

In this regard, integrating CSR in corporate identity means reinventing
the organization, which is not so much about changing current policies and
processes as it is about creating new ones (Goss, Pascale and Athos; 1993).
Thus, the central management issue is creating clear objectives and values
around the CSR strategy that are coherent with existing management
processes (Collins and Porras, 1996). This means not only establishing
objectives, also defining indicators to evaluate and measure how the company

is advancing toward these objectives (Epstein, 1987; Harrison and Freeman,
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1999; Porter and Kramer, 2006; Waddock, 2000). However, there is very little
research published on how companies set up their CSR objectives, how they
develop key CSR performance indicators, and how they measure and evaluate

their CSR practices.

Theoretical framework conclusions

In sum, the theoretical framework seems to build on different concepts
that are not clearly delimited such as competitiveness, corporate social
responsibility and strategy to name a few. As | have shown, there are studies on
each of these areas, but hardly any of them try to analyze what companies are
doing in practice in terms of CSR, and to understand and document how CSR
strategies are being applied in the private sector. To complicate matters worse,
what | aim to study in this research is not so much one or several of these
concepts, but rather the interconnections and relationship between these
different constructs. In this regard, the theoretical framework seems to support
the idea that there is a relationship between some of these concepts, and that
such a relationship translates into a system, where companies that want to instil
a responsible competitiveness framework must not only define and understand
what CSR means to them, but most importantly integrate CSR into their
business model in a system where CSR is an integral part of setting business
objectives, strategic planning and management. In other words, companies
need to establish a system were these different constructs are intertwined and
interdependent. This system could hypothetically look something like the cycle

shown in Figure 4, although this has not been explored by existing research.
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Figure 4. Responsible competitiveness system
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In this system, hypothetically a company that wants to develop a
responsible competitiveness strategy needs to first clearly understand its
competitiveness model and how CSR contributes to build such model. Framing
CSR within the competitiveness model would allow the company to understand
its responsible competitiveness model. Then the company can identify how
responsible competitiveness affects central strategic assets of the organization,
such as products, brand, supply chain or employees; and is therefore able to
develop a CSR strategy focused on strengthening firm competitiveness. Then,
the company must create a system to integrate the CSR strategy into business
process, which means planning the process and resources necessary to
implement the process and putting in place a management system that will
allow the company to achieve its responsible competitiveness goals. Finally, the
company needs to manage this CSR process, which means developing tools,
establishing concrete goals or measuring results among other things. Managing
CSR then transforms the organization, as it forces the company to rethink and
adapt its strategic thinking and business model, which in the end reframes how
the company understands both competitiveness and CSR, and the cycle

continues...

One of my departing hypothesis is that a CSR system similar to the one
described in Figure 4 holds true for companies that take CSR seriously,

meaning that they manage it as a central part of their competitiveness model
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(Jones, 1995). Yet, the theoretical review shows that there is no clear
consensus on how CSR has a positive impact on firm competitiveness. This is
important because according to theory companies will only truly commit their
efforts and resources into those skills and competences that help their
organizations become more competitive (Prahalad and Hammond, 1990).
Therefore, CSR will only have a true and lasting impact on the company as long
as it is able to generate some specific competitive value (McWilliams et. a.,
2006). Furthermore, from a business strategy perspective, the company will
only consider CSR if it is able to capture significant value from such practices,
especially if such value is unique and difficult to imitate by other companies
(Hamel and Prahalad, 1989). Thus, the first step on this research is to confirm
that there is a relationship between competitiveness and CSR in practice, and
that this relationship is positive. Once this is researched, | will then focus on the
truly central aim of this research, which is to understand how companies turn

CSR into strategies, policies and practices.

Since the field of CSR in practice is under researched and understudied,
as a first step | conducted a preliminary research, with the sole objective of
discussing with practitioners the different issues identified in this literature
review, and thus better frame the research topic and question of the
dissertation. Therefore, in this preliminary research, which | present in Chapter
3, I wanted to confirm whether there is a positive relationship between CSR
and firm competitiveness? And to identify some of the ways through which

this relationship unfolds.
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Chapter 3 - The preliminary study

An extended version of this preliminary research was published:

Vilanova, M.; Lozano, JM, and Arenas, D. 2008. Exploring the Nature of the Relationship

Between CSR and Competitiveness. Journal of Business Ethics, Springer, vol. 87(1), 47-69.

“f | had twenty days to solve a problem, | would spend nineteen days to define it”

Albert Einstein

This preliminary research was developed as an exploratory study with
the objective of identifying the central issues relevant for companies trying to
design and implement CSR policies, and particularly to analyze whether the
development of CSR policies had a positive impact on firm competitiveness.
Thus, the goal of the study was to shed some light on barriers and facilitators to
the implementation of strategic CSR, especially in terms of synergies between
CSR and competitiveness processes. For the preliminary study | used three
primary sources of data: (1) first an analysis of 20 of the most used and
referenced international initiatives on CSR from the private, public and non-
profit sectors; (2) company valuation reports prepared by financial analysts from
some of the top financial analysis organizations; and (3) the results of a full day
workshop with 35 senior representatives from the European financial sector.
Being an exploratory study, the purpose was to review international initiatives
so see how they define and frame CSR; study valuation reports and
methodologies to see how financial analysts frame competitiveness and
whether CSR plays any part on it; and to talk to some of the top practitioners in
Europe in the financial sector to discuss together the need and/or possibility to

integrate CSR in the competitiveness model.

The first part of the study presents two models for CSR and
competitiveness respectively, as well as a theoretical framework and state of
the art review to explain the models. These two models aim to help clarify the
concepts of CSR and competitiveness, which as | explained are concepts not

well defined nor clearly delimited in literature. However, the goal of this



preliminary research is not so much to test or confirm these two models (this is
not the goal of the preliminary research or the dissertation), but rather to explore
the relationship between these two constructs of CSR and competitiveness to
confirm the initial hypothesis that there is a positive relationship between
CSR and firm competitiveness. In the third part of the preliminary study |
discus the findings from the analysis of the company valuation reports as well
as the discussion with the financial sector practitioners. In the last part, | present
the findings and conclusions. This is the most relevant part for the purpose of
this dissertation, as the preliminary study helped me identify some of the ways
in which CSR and competitiveness are interconnected, and particularly three
key areas that this preliminary study concluded as particularly relevant to
explain this relationship, and which define the central focus of this dissertation:
(1) how CSR becomes part of business strategy in what | call responsible
competitiveness strategies; (2) how CSR is full of inherent paradoxes that
explain the complexity of managing CSR in a business setting; and (3) how
since CSR has such a profound effect on the business model and is so
complex, it requires companies to develop a specific corporate culture that
places CSR at the center, and which focuses on creativity and innovation in
order to develop new models, processes, products, services and organizations

capable of embracing responsible competitiveness.

A CSR model

As seen in chapter 2, CSR is a vague concept without an agreed
definition in existing literature. In this preliminary study | looked at some of the
most important CSR initiatives trying to provide tools for practitioners to
implement CSR policies and practices, including definitions of the CSR as a
business concept. Ernst Ligteringen, Chief Executive of The Global Reporting
Initiative, which is one of the most important and widely used CSR initiatives in
the world, told me in 2006 that they had tried to prepare an inventory of all the
different CSR tools and initiatives that exist internationally, but that soon they
realized it was a useless exercise, because there were thousands of initiatives
from companies, governments, and non-profits. However, there are a few

international initiatives that seem to be more predominant, either by the
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reputation of the organization behind it or by the number of users of the tools
provided. Nevertheless, | reviewed 20 of the most important international CSR
initiatives representative of the three sectors, including The Global Reporting
Initiative, The Global Compact, The EC Green Book on CSR, the WBCSD
Document, the OECD Directives, AA1001, SA8000, ISO26000, Business in the
Community and CSR matrix among others. My goal was to see whether the
different international CSR initiatives had some common proposals or ideas.
The conclusion was that CSR initiatives use different nomenclatures,
classifications and definitions but have a common understanding of what are
the central topics that a company developing strategic CSR should take into
account. In other words, these different CSR initiatives have different definitions
of the concept, but when they recommend tools for companies to implement
CSR, they tend to identify similar areas or activities. These different concepts
can be grouped in five dimensions, which | define based on thematic similarities
in terms of the area of business area under which these concepts need to be
framed and managed in a company. In Figure 5, | present the resulting CSR
model, which has these five dimensions of vision, community relations,
workplace, accountability and marketplace. In this regard, evidence from the
review of these 20 international initiatives showed that the common
understanding of CSR by these initiatives focused on framing and developing

CSR across these five dimensions.

Figure 5: The five dimensions of CSR

Accountability
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This means that companies that want to implement CSR strategically
need to (1) develop a CSR vision, including CSR conceptual development
within the organization, as well as a governance system, with ethical codes, and
integrating CSR in values and reputation (Carter, Simkins and Simpson; 2003;
Freeman, 1999; Humble, Jackson and Thomson, 1994; Joyner and Payne,
2002; Pruzan, 2001; Sison, 2000); (2) develop community relations, including
collaborations and partnerships with different stakeholders, corporate
philanthropy and community action (Freeman, 1999; Frooman, 1999; Grey,
1996; Hess, Rogovsky and Dunfee, 2002; Jones, 1995; Jones and Wicks,
1999); (3) embed CSR in the workplace, including labor practices and human
rights, but most importantly making it part of corporate culture (European Union,
2002; United Nations Global Compact 2000; OECD, 2000; International Labor
Organization, 2007; Sum and Ngai, 2005); (4) developing accountability
procedures, including corporate transparency, reporting and communication
(Elkington, 1995; Global Reporting Initiative, 2002); and (5) integrating CSR in
marketplace related policies and practices, such as research and development,
products and services, pricing, fair competition, branding, marketing or
investment (Consumers International, 2012; Fan, 2005; Schnietz and Epstein,
2005; Whetten, Rands and Godfrey; 2001). In this scenario, CSR proponents
would argue that firms should interpret and apply these five dimensions within
their respective organizational contexts, (Jones and Wicks, 1999), where CSR
is a central business issue that should have a profound and widespread impact
on most business operations (Ayuso, Rodriguez and Ricart, 2006; Carlisle and
Faulkner, 2005; Porter and Kramer, 2006; Whetten, Rands and Godfrey; 2001).

Accepting that CSR has such a relevant and transversal impact on
business, naturally the next question is how does CSR impact firm
competitiveness? (Chand and Fraser, 2006; Draper, 2006; Haigh and Jones,
2006; Handy, 2002; Porter and Kramer, 2006). Many authors have suggested
that competitiveness is indeed one of the key drivers for adopting a CSR
approach (Bansal and Roth, 2000; Haigh and Jones, 2006; Hess, Rogovsky
and Dunfee, 2002; Juholin, 2004; Porter and Van der Linde, 1995), but the

nature of the relationship between CSR and competitiveness is still unclear
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(Porter and Kramer, 2006; Harrison and Freeman, 1999; Smith, 2003;
McWilliams and Siegel, 2001).

A competitiveness model

As | presented in Chapter 2, there are many competitiveness definitions,
frameworks and proposals (Ambastha and Monaya, 2004). As in the case of
CSR, most authors, initiatives and tools define competitiveness differently (Doz
and Prahalad, 1987; Hult et. al, 2002; McGahan, 1999; Porter, 1990, 1998 and
1999; Mintzberg, 1993, 2000 and 2001; Momaya, 1998; Nelson, 1992; Nonaka,
2000; Rumelt, 1991; Zadek, 2006). However, also similar to the CSR concept,
although authors define competitiveness differently, they tend to share an
understanding of the critical factors that are relevant to firm competitiveness.
These critical factors, can be grouped as well in 5 dimensions of performance,

quality, productivity, innovation and image as shown in Figure 6.

Figure 6: The five dimensions of competitiveness

Competi
tiveness

Innovation

In other words, according to most current authors, a competitive firm
would be a company that (1) performs well, including standard financial
measures such as earnings, growth or profitability (Hamel and Prahalad, 1989);
(2) has comparatively good quality, not only of products and services, but also
the capacity to satisfy key stakeholder expectations such as customers,
suppliers, employees or investors (Barney, 1991); (3) is efficient, in terms of

higher production and adequate use of resources (Porter, 1985); (4) is
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innovative, including products and services as well as management processes
and business models (Mintzberg, 1993; Porter, 1985); and (5) has a good
reputation, including corporate branding in terms of building trust and reputation

in the relationship with stakeholders (Kay, 1993).

CSR, competitiveness and strategy

Michael Porter (1980, 1985, 1998) argued that competitiveness at a firm
level is defined or limited by 5 forces of competition, namely (1) threat of new
entrants, (2) bargaining power of suppliers, (3) bargaining power of costumers,
(4) threat of substitute products and services, and (5) strength of the firm
against current competitors. In other words, according to Porter a firm that has a
large market share and strong power over its suppliers and customers, works in
a sector with large barriers to entry and with no strong substitute products will
probably enjoy a competitive position. According to this view, competitiveness is
more dependent on factors external to the organization, where the main
challenges are threats and risks. However, although these five factors are
certainly important, there seem to be many other aspects as determinant as
those 5. As we can see in Table 1, companies today tend to be ranked or
measured using several criteria, including innovation, sales, integrity, market
share, or reputation among others. Most authors would agree that these
concepts are an important part of a company’s competitiveness, and most of

these factors are internal to the company.
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Table 1: Sample of world company rankings

Most Innovative

Highest Brand

Integrity

Reputation

Sales

Market Value

Companies Equity Balanced Corporate Forbes 2007 Forbes 2007
Business Week Business Week Scorecard Ranking
2007 2007 Forbes 2007 Reputation
Institute 2005
Apple Coca-Cola Pepsico Johnson & Wal Mart Exxon Mobil
Johnson
Google Microsoft Fannie Mae Coca-Cola Exxon Mobil General Electric
Toyota IBM General Electric | Google Shell Microsoft
General Electric | General Electric | Microsoft UPS BP Citigroup
Microsoft Nokia Altria Group 3M General Motors AT&T
Procter & Toyota American Sony Daimles Chrisler | Bank of America
Gamble Express
M Intel American Int’] Microsoft Chevron Toyota
Group
‘Walt Disney McDonald s Chevrontexaco General Mills Toyota Gazprom
IBM Disney Ebay Fedex Total Petrochina
Sony Mercedes-Benz Exxon Mobil Tntel Coneco Philips Shell

What seems clear is that CSR has a potential impact on some of these
factors relevant to firm competitiveness. For instance, if we analyze the top 10
most innovative companies in the world (Booz&Company 2010), we see that
eight out of the 10 have a strong commitment to CSR and/or corporate
citizenship, as well as signed and published codes of conduct. Admittedly two of
the top ten, namely Apple and Google, do not have such a commitment
because they argue that CSR, human rights and sustainability values are
embedded in their organization and therefore do not need a specific CSR policy
or strategy. In other words, in their discourse they claim that they do not need
specific policies because they are deeply integrated in their business model so
that there is no need for it. For example Google lists among their “10 things we
know to be true” issues such as “honesty”, “democracy” and “making money not

doing evil”.

The issue then is what sort of strategies or policies companies can
pursue to develop CSR that effectively strengthens or reinforces such
competitiveness factors. Porter (1980, 1985, 1998) argued that a firm could
develop its competitiveness by adopting three possible strategies: (a) cost
leadership, where the firm would reduce costs to be price competitive; (b)
differentiation, where the firm would focus on differentiating from competitors on

product and/or services; and (c) or focus strategies, where the company would
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focus on specific products and/or services in which it enjoys a competitive
advantage. Henry Mintzberg (1987, 1993), on the other hand, proposed that
firms should adopt strategies focused on establishing solid long-term corporate
visions, but leaving flexibility for the specifics of daily operations to adapt.
Mintzberg argued that it is almost impossible to properly anticipate future events
and, thus, to plan resource allocation and actions for long-term strategies.
Instead, Mintzberg suggested companies should aim at building institutional
capacities and competencies, so that they have the resources to understand,
confront and respond to unexpected changes in the market and the context.

Most current proposals for CSR seem to align with Mintberg’s concept of
emergent strategies (Mintzberg 1987), as they propose vision centred
approaches instrumented through developing institutional capacities (Pruzan,
2001; Robin and Reidenbach, 1988). In that regard, integrating CSR in the
strategic management process can contribute to implement a successful
strategy in the firm insofar as it can help to develop simple and consistent long-
term goals, improve the understanding of the complexity of a competitive
environment, and assisting in the development of capacities and resources to
learn and change as an organization, contributes to implement a successful
strategy in the firm (Grant, 2000). That is, as the success of the company is
highly dependent on the relationship with its key stakeholders and its reputation
(Kay, 93; Donaldson and Lee, 1995; Fan, 2005; Freeman, 1984; Harrison and
Freeman, 1999), the understanding of the competitive environment, and the
image and reputation of the company built on transparency, information,

communication and reporting practices (Elkington, 1995).

Valuating companies

Company valuation is how the market tries to measure and define the
competitiveness of a given company, regardless of whether the valuation is
carried out for buying or selling operations, for valuation of listed companies
aimed at anticipating stock market behavior, or for strategic reflection and
planning (Copeland, Koller and Murrin; 2000). The most widely used valuation
methods can be grouped in: (a) balance sheet-based methods, which seek to

determine the company’s value by estimating the value of its assets; (b) income
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statement-based methods, which seek to determine the value of the company
through the size of its earnings, sales or other similar indicators; (c) mixed or
goodwill-based methods, which seeks to determine the value of the company,
including its intangible assets through trying to quantify future earnings; and (d)
cash flow discounting-based methods, which seek to determine the company’s
value by estimating the cash flows it will generate in the future and then
discounting them at a discount rate taking into account risks (Fernandez, 2002).
Currently the most widely used valuation method seems to be the cash flow
discounting-based methods and the goodwill-based methods (Brealey and
Myers, 2000; Copeland, Koller and Murrin; 2000; Fernandez, 2002). Thus, the
two most widely used valuation methods are those that focus on anticipating
future earnings or future behavior. Nevertheless, none of these methods include
explicit or direct CSR factors in the valuation process.

However, | compared these findings with valuation methods used by
financial analysts at several firms such as ABN Amro, Banco Espirito Santo and
Cowen & Co., and | found that most financial analysts don’t use a single
method, but take ratios and measures from different ones. In fact, in all cases |
found some measures pertaining to all four valuation methods. Furthermore,
aside from standard financial, performance and stock ratios, all valuations
included an in-depth qualitative analysis of intangibles. These measurements or
valuations of intangibles accounted for some CSR issues, through aspects such
as management adaptability, governance, leadership, risks, sector competition,
forecasts, core competencies, potential for partnerships, strategy or government
actions among others. In that regard, a significant portion of valuations and
recommendations seems to be based on the opinion and expertise of the
analyst, rather than on objective ratios and measurements. Thus, if we accept
that firm valuation is an indicator of firm competitiveness, my analysis of
valuation methods used by different financial analyst shows that there is a
certain relationship between CSR and competitiveness, but that it is not made
explicit, standardized or quantified. That is, CSR is not considered a specific
topic of evaluation by financial analysts (there is no specific section for it in most
financial reports), nor does it have accepted indicators across different analysts,

but it is nevertheless very much considered as a transversal issue, specifically

35



in terms of non-tangible issues such as corporate reputation, brand equity,
employee engagement, service, productivity, culture and internal and external

relationships.

Analysis, case study, framework and paradoxes

The financial sector seems to be the most critical actor in shaping
markets, both from its role as an investor as well as an analyst, demanding and
defining how a firm should be valued and, thus, determining what are the key
competitiveness issues for corporations. For this reason, in September 2006 we
invited 35 senior officers representing some of the most relevant stakeholder
groups of the European financial sector to a full-day research workshop
centered on the relationship between CSR and competitiveness. Participants
were CSR senior managers or equivalent in their respective organizations,
which included banks, equity funds, labor unions, insurance companies,
regulatory agencies, industry associations, public organisms, think tanks, NGOs
and academics. The goal of the meeting was to discuss whether there was a
potential to develop a specific CSR framework for the European financial sector,
and what would such a framework entail. In that regard, we divided the day in
three different parts: first we spend two hours discussing the CSR concept, and
trying to come up with a consensus in terms of framing it as a business concept
for the financial sector, particularly trying to agree on whether CSR was
positively connected to competitiveness; second we discussed specific
examples of how organizations in the financial sector where successfully
integrating CSR in their business model; and thirdly, we discussed the
possibility for a sector framework geared toward helping the financial sector

integrate CSR in the competitiveness model.

The consensus from the European financial sector was that there is a
clear connection between CSR and competitiveness, but it is rarely measured
or evaluated because there is a lack of a common framework for both CSR and
competitiveness. In that regard, many companies seemed to treat the relation
between CSR and competitiveness as a starting assumption rather than trying
to understand where or how exactly this relationship occurred. Furthermore,

most companies seemed to adopt CSR approaches as a reactive, rather than
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proactive strategy, at least initially, where reputation and image served as a
vehicle or key driver to initiate or integrate CSR in the organization, later
spreading to other processes of the firm. In that regard, practitioners from the
European financial sector agreed that CSR impacts competitiveness mainly in
strategy, stakeholder management, reputation, branding and accountability. A
second important finding was that CSR apparently lacks organizational
leadership to guide the process, as NGOs do not have the resources, public
organisms do not want the responsibility and business do not have the
legitimacy to assume leadership. To that end, participants identified future
drivers for CSR as stakeholder demand, transparency, regulation, education,
incentives and company innovation. Finally, there seemed to be a series of trust
issues and tensions to be worked out among stakeholders, particularly in the
CSR field, as it apparently generates a lot of confronting positions that create
difficulty in the dialogue and collaboration among stakeholders, and even within

different departments of organizations.

Framework connecting CSR and competitiveness

Results from the analysis of valuation methods used by financial analysts
and the focus group by practitioners/ stakeholders from the European financial
sector apparently propose a connection, between CSR and competitiveness in
terms of core business practices. However, this connection is not clear nor
measured and is based on mostly intangible factors such as strategy,
stakeholder management, reputation, branding and accountability. Furthermore,
results showed that image and reputation are part of the framework linking CSR
and competitiveness, acting as a fundamental driver to initiate, develop and
embed a CSR strategy in an organization (Haigh and Jones, 2006). In that
regard, it seems that reputation and corporate culture are the processes
through which organizations integrate internally and explain externally their
competitiveness and CSR models, while strategy, stakeholder management
and accountability are the processes through which organizations connect their
competitiveness and their CSR models, or rather the way through which CSR
becomes integrated in the competitiveness model. This process is shown in

Figure 7.
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Figure 7: CSR and competitiveness framework
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In other words, based in the evidence from the discussion with
practitioners from the financial sector and the valuation systems used by
financial analysts, | proposed that CSR and competitiveness connect through
three management processes of (a) strategy, (b) stakeholder management and
(3) accountability. That is adopting a CSR strategy has a direct impact on
competitiveness as it forces sustainable development in corporate vision
through corporate strategy (Mintzberg 1987, 1993), improves the understanding
of the complexity of the competitive environment and strengthens relationships
with key stakeholders through stakeholder management (Donaldson and
Preston, 1995; Freeman, 1984; Kay, 1993) and improves the transparency of
the organization through accountability management processes (Elkington
1995; Pruzan 2001; Valor, 2005). In that regard, it seems that through
integrating CSR in stakeholder management, strategy development and

accountability processes the company’s competitiveness is strengthened.

Finally, reputation acts as a fundamental driver to implement CSR as it is
currently an accepted and valued intangible asset (Schnietz and Epstein, 2005)
as well as one of the key issues considered in risk management (Van De Ven
and Jeurissen, 2005). Moreover, reputation and image generate opportunities
for innovation within organizations in terms of corporate branding which, in turn,
build corporate reputation, image and identity (Fan, 2005). Thus, reputation
becomes a driver not only to initiate CSR approaches in firms, but also to drive

the process inside and outside the company. Said differently, through corporate
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culture, identity, image and reputation the company embeds in the organization
the emergent strategy (Mintzberg, 2001) that will allow practitioners to navigate
the challenges ahead. Thus, the objective from a company perspective when
adopting a CSR strategy is to establish a corporate culture that provides a
normative framework, thus allowing for managers to create CSR sound
approaches to business and make them work (Jones and Wicks, 1999; Joyner
and Payne, 2002; McWilliams and Siegel, 2001). Thus, the issue is not how to
adopt a determined management strategy but rather how to integrate CSR in
the culture and vision of the company, so that a corporate identity based on
clear objectives and values is established while the company’s strategies and
practices constantly adapt to a changing world (Collins and Porras, 1996;
Epstein 1987; Mintzberg 1993; Pruzan and Thyseen, 1990).

In other words, the type of change necessary for CSR requires
reinventing the organization, which is not so much about changing current
policies and processes as it is about creating new ones (Epstein 1987; Goss,
Pascale and Athos; 1993; Mintzberg, 1993, Pettigrew 1990). Therefore, to effect
change in an organization, all its members must start to think, feel or do things
differently, so change management becomes an issue if one wants to manage a
learning and innovation dynamic (Pettigrew 1985b and 1990). In that context,
creating a normative framework and legal framework for action in CSR
concerns the development of social responsibility in organizations as a learning
and innovation process: that is exploring, documenting, and determining
success factors; understanding competencies and awareness; and grasping the
policy framework and additional factors involved in learning how to become
socially responsible and being able to entertain new business policies,
processes and practices (Goss, Pascale and Athos; 1993; Mintzberg, 1993).

Inherent CSR paradoxes

As discussed in the previous sections, evidence from the analysis of top
international initiatives, valuation methods and discussion with practitioners in
shows that, at least in the financial sector, there is a consensus that a positive
connection exists between CSR and firm competitiveness. However, the same

evidence also shows that such connection is difficult to measure and manage,
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mainly because there seem to be paradoxes inherent to CSR, in the sense that
developing and integrating CSR in a corporate setting produces tensions,

contradictions, dilemmas and paradoxes that are difficult to manage.

Literature seems to support these conclusion that one of the main
reasons CSR frameworks seem to be ineffective in practice is that they don’t
take into account the paradoxes of CSR (Campbell 2006; Goodpaster 1991;
Gray and Clarke 2005; Handy 1994). For more than 25 years literature has
identified paradoxes as a key issue in embedding CSR in an organization, but
there has been virtually no empirical research on how such paradoxes are
identified and managed in organizations (Calton and Payne 2003; Goodpaster
1991; Handy 1994; Korhonen 2006; Pava and Krausz 1996; Stansbury and
Barry 2007; Turcotte and Pasquero 2001). According to literature, CSR
paradoxes take two forms: (1) organizational paradoxes that arise from
opposing CSR and business goals, values and processes (Handy 2002; Joyner
and Payne 2002; Pruzan and Thyssen 1990); and (2) paradoxes inherent to
CSR that are generated by opposing or conflicting goals, values and processes
within CSR frameworks (Elkington 1995; Goodpaster 1991; Freeman 1984;
Handy 1994; Pruzan 2001). That is, theory proposes that -effectively
implementing CSR in a corporate context involves managing organizational and
inherent CSR paradoxes (Calton and Payne 2003; Clegg, Vieira and Pina 2002;
Lewis 2000; Poole and Van de Ven 1989).

The concept of paradox is emerging as a subject of empirical study in the
management field (Ospina and Saz-Carranza, 2005). Defining paradox is a
source of debate among different authors, where for some a paradox is a
situation where trying to solve the situation makes the problem worse, while for
others paradox refers more to the tensions, contradictions and dilemmas that
are generated in management. | believe both approaches are not that far apart.
Within organizational studies, Lewis (2000) defines paradox as something that
denotes contradictory yet interwoven elements that seem logical in isolation but
absurd and irrational when appearing simultaneously. That is, paradoxes
represent tensions between well-founded and supported alternative
explanations of the same phenomenon, which present a puzzle (Pool and Van

de Ven 1989). The bottom line is that for some authors a paradox represents
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the choice-dilemma between two poles, each of which is arguably favorable,

since choosing one pole means not choosing the other (Saz-Carranza, 2007).

There are some studies that suggest that paradoxes are particularly
relevant in the field of business in society (Bouckaert 2006, Handy 1994), as the
market structure and business systems naturally constrain the forms and extent
of CSR approaches (Sum and Ngai, 2005). In that regard, one of the key issues
in implementing CSR seems to be the tensions involved in integrating and
embedding CSR in the vision and activities at the core of corporate practices
(Campbell 2007; Porter and Kramer 2006; Pruzan, 2001). That is, adopting
CSR may generate goals, values, processes and practices contradictory to
company mission and existing business activities (Goodpaster 1991). Empirical
evidence from this preliminary study shows that, at least in the case of the
European financial sector, these paradoxes are inherent to the implementation
of a responsible competitiveness strategy, and can be divided into four types of
paradoxes, which | show in Figure 8: (a) the strategy paradox; (b) the
stakeholder paradox; (c) the accountability paradox and (d) the competitiveness
paradox. Based on the analysis of the field research, and particularly on the
discussion with top practitioners in the European financial sector, | propose that
the first three are inherent paradoxes to CSR, as they illustrate tensions
between opposing approaches in CSR. The competitiveness paradox, on the
other hand, is an organizational paradox in that it illustrates the tension between
CSR and existing business practices in organizations, which are driven by

competitiveness (Ambastha and Momaya 2004).

Figure 8: Paradoxes inherent to strategic CSR
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The strategy paradox represents the convergence/ divergence of
business mission, vision and objectives when embracing CSR in an
organization (Cameron 1986; Clarke and Gray 2005; Goodpaster 1991;
Korhonen 2006). The convergence/divergence paradox lies in the notion that
both processes are not compatible, at least simultaneously, so that the broader
corporate objectives and mission are, the easier and simpler it is to include
concepts such as CSR and how they affect long-term firm competitiveness, but
also the more difficult and impractical become to measure and manage
(Cameron 1986; Clarke and Gray 2005; Goodpaster 1991; Korhonen 2006).

The stakeholder paradox represents the unity/diversity of goals and
objectives among different stakeholders (Aram 1989; Calton and Payne 2003;
Stansbury and Barry 2007; Turcotte and Pasquero 2001). The stakeholder
paradox lies on the concept that increasing the diversity of stakeholder
effectively decreases the capacity to control and manage the stakeholder
process, including focusing on company objectives (Donaldson and Preston
1995; Goodpaster 1991; Gray and Clarke 2005; Freeman and Evan 1990;
Frooman 1999; Jones 1995; Turcotte and Pasquero 2001).

The accountability paradox represents the dispersion/ centrality of
accountability processes (Elkington 1995; Korhonen 2006; Zadek 2001). The
accountability paradox lies in the notion that the more the company aims to be
transparent and dialogue through different communication channels with its
stakeholders, the more it looses the capacity to transmit a coherent and central
message about the company and its vision (Carlisle and Faulkner 2005;
Stansbury and Barry 2007).

The responsible competitiveness paradox represents the
business/responsibility of corporate practices (Joyner and Payne 2002). Some
authors seem to argue that the responsible paradox generates from the notion
that embracing key CSR policies effectively reduces certain competitive
advantages (Handy 2002). However, this paradox is not about two ideas that
generate opposing results —i.e. business and responsibility-, but rather about

the tension or the conflict between responsibility and business thinking (or
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making decisions based on business versus those based on responsibility)
(Handy 1995). In other words, this paradox lies in the notion that there is an
inherent conflict in all of us from our culture and socioeconomic system,
generated from the tension between trying to be competitive and trying to be
socially responsible (Handy 1995). This paradox is not generated because
these two concepts necessarily produce contradictory results — i.e.
responsibility reduces competitiveness-, but rather because being competitive
and being responsible require different mind frames and thinking models
(Handy 1994, 1995 and 2002).

Conclusions: theoretical framework for this dissertation

This preliminary study confirms my initial hypothesis that there is a
positive relationship between CSR and firm competitiveness. Furthermore,
| find that firms tend to integrate CSR and competitiveness through strategic
thinking and design, stakeholder management, and accountability. However,
the study is not able to identify how companies actually manage integrating
CSR and competitiveness. In fact, this preliminary study suggests that the
relationship between CSR and competitiveness is understood and managed
differently for each company. In that regard one of the problems may be that
when talking about CSR companies tend to focus on outputs rather than
processes. In any case, the central conclusion from this preliminary
research is that there is a positive relationship between CSR and
competitiveness, and that some companies integrate CSR in their business
models, turning them into what we could call responsible competitiveness
strategies. In this regard, the preliminary study also concludes that there is clear
need to study how companies manage responsible competitiveness, which will

be the central focus of my dissertation.

Another relevant and interesting conclusion from this preliminary
research is that reputation can act as a central driver in framing and embedding
responsible competitiveness strategies, as it is one of the most tangible and
clear central competitiveness factors of companies directly affected by CSR. An
additional central conclusion from this preliminary research is that in order to

explain responsible competitiveness management, research needs to focus on
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framing and interpreting how companies manage their paradoxes, rather than
the results, impacts or outputs generated from responsible competitiveness
policies. Finally, this preliminary study also concludes that responsible
competitiveness requires a certain corporate culture and identity that places
CSR at the center of the organization and that focuses on innovation as the only
way for companies to embed CSR in core business processes, innovating in
products, services, processes and even business models. In that regard,
evidence from this preliminary research seems to support that being an
underdeveloped management field, companies tend to learn and innovate as

they try to integrate CSR in firm competitiveness.

In sum, based on this preliminary study | develop one central research
guestion and three central research propositions. Remember what | explained
in the introduction in Chapter 1 that this dissertation is presented as a
chronological voyage of my research in this field. In this regard, the first and
important step in this voyage is the conclusion of the preliminary study and the
realization that the relevance of exploring responsible competitiveness in
practice is confirmed, and that based on evidence this central research question
needs to evaluate three related departing hypothesis:

RO: how do companies manage responsible competitiveness in

practice?

RP1: Corporate reputation is a central driver for responsible

competitiveness management

RP2: Responsible competitiveness management requires managing

paradoxes

RP3: Responsible competitiveness requires a CSR centered

corporate culture.

Thus, as a result of this preliminary research, my goal was to explore the
above mentioned central research question and each of the subsequent central
research propositions. The idea was that in order to answer my central research

guestion on how companies manage responsible competitiveness in practice, |
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first needed to understand (1) how responsible competitiveness affects
reputation; (2) how companies manage paradoxes generated by responsible
competitiveness; and (3) whether and how companies develop of responsible
competitiveness culture. Thus, in the dissertation, after the chapters on
research design and description of the case studies, one chapter will be
dedicated to each of these three central research propositions, and at the end in
the conclusions | will try to connect these different ideas in order to answer the
central research question. The overall purpose of the dissertation is to
understand and document how some companies integrate CSR, what
contradictions and dilemmas appear, and how companies transform to embed

CSR in core business processes.
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Chapter 4 — Research Design

“Judge a man by his questions rather than by his answers”

Voltaire

The first part of this chapter describes the research design, including
topic, rationale and significance, main question, secondary questions,
propositions, and units of analysis. In the second part of the chapter | discuss
the research methodology itself, including data collection, sampling and

analysis.

Research design

Topic and main question

The central topic of this research is responsible competitiveness,
understood as the way in which some companies integrate CSR issues in core
business processes that are central to the competitiveness of the firm (Griffin
and Mahon 1997; Jones 1995; Mackey, Mackey and Barney 2008; Pruzan
2001; Siegel 2009; Zadek 2004 and 2006; Ullmann 1985); However, as
discussed in chapters 2 and 3, although there is some literature on the issue of
the relationship between CSR and competitiveness, there are very few
instances of research that try to look at how companies develop responsible
competitiveness in practice (Nimodolu, Prahalad and Rangaswami 2009; Porter
and Kramer, 2006). It is in this area that | focus my research, where my main
research question is: how do companies manage responsible

competitiveness in practice?

There can be little discussion that understanding the processes by which
companies integrate CSR in core competitiveness factors is in urgent need of
more empirical research (Freeman 1984; Mitchell, Agle and Wood 1997; Carroll
1999; Emerson 2003; McWilliams and Siegel, 2001). However, there seems to

be a consensus that responsible competitiveness is a very complex field of



management, as it requires transforming critical areas of the company that
determine its identity as an organization, such as its values, its vision, its
organization or its mission (Emerson 2003; Handy 2002; Matten and Crane
2005; Porter and Kramer 2011; Pruzan 2001; Pruzan and Thyssen 1990;
Shrivastava 1995). In this context, the problem is not identifying or justifying the
need to research responsible competitiveness practices, but rather developing

an adequate research design.

Traditionally, the study of the issue of how companies develop CSR in
practice has been approached from three perspectives: instrumental, normative
and descriptive (Freeman 1999; Frooman 1999). That is, companies seem to
think of CSR in terms of (1) how it can generate more benefits (or fewer costs)
for the company; (2) which responsibilities should the company assume from a
society or public perspective of legitimacy; or (3) a description of the potential
issues at hand without focusing on the motives and drivers behind them. As |
have shown in chapter 3, evidence seems to support that companies tend to
take into account all three approaches when developing their CSR management
practices, taking into consideration issues such as potential impact on the
company, risks, legitimacy, urgency, or opportunities to name a few (Mitchell,
Agle and Wood 1997). The conclusion seems to be that the company aims to
increase its long-term competitiveness by trying to generate value (or reduce

negative impact) of its activities on the different stakeholders (Freeman 1984).

This dissertation departs from a purely descriptive approach with the
objective to document and analyze how some leading companies in the field of
responsible competitiveness are trying to integrate CSR in core business
processes that are central for the firm’s competitiveness. The point of departure
is the idea that one of the main drivers for company activities is firm
competitiveness (Barney 1991; Porter 1980), so that embedding CSR in the
organization requires some understanding of how it fits with firm
competitiveness (Manus 2007; McWilliams and Siegel 2001; Siegel 2009). Said
differently, the assumption is that when CSR has an impact on firm
competitiveness it can become a stronger long-term transformational factor
(Emerson 2003; Porter and Kramer 2011). Considering that there is very little
theoretical or empirical work published on the issue of responsible
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competitiveness, this dissertation has to be exploratory in nature. In this
scenario, grounded theory seems to be the most appropriate research strategy
(Glaser and Strauss, 1967; Stern, 1995; Strauss and Corbin, 1990).

Rationale and significance

In literature, the impact of CSR on business has usually been studied by
trying to understand the relationship between CSR practices and firm
performance (Carroll 1999). This has been done mostly, by studying the
relationship between financial results and social or environmental performance
(Aupperle, Mitchell et. al. 1985; Griffin and Mahon 1997; Ullmann 1985).
However, this approach focuses on results rather than processes, and therefore
does not really help companies who want to understand how CSR policies are
developed and managed, rather than the outputs they produce (Harrison and
Freeman 1999; McWilliams and Siegel 2001; Siegel 2009; Zadek, 2006). With
that in mind, the objective of this dissertation is to explore the process by which
companies integrate CSR in competitiveness (Nidumolu, prahalad and
Rangaswami 2009; Porter and Kramer 2006). | propose that this approach will
help the development of a better understanding of how a company can design
and embed CSR policies, while deriving some competitive value for the
organization (Emerson 2003; Porter and Kramer 2011; Siegel 2009).

Most research on the sustainability field until now has not focused on
explaining how companies develop and embed sound responsibility policies in
the organization, but rather on discussing the motives or logic behind such
policies, or focusing on the impact these policies have (Carroll 1999). That is,
the sustainability field has focused on identifying critical issues such as
stakeholders (Freeman 1984), accountability (Elkington 1995), or the
environment (Shrivastava 1995), but not so much on how companies try to
manage these issues in practice (Harrison and Freeman 1999). In this context,
individual companies trying to adopt a responsible competitiveness strategy find
themselves in a scenario in which they have very little tools, examples or
models to show them how to proceed, or at least how others have done it
before, forcing these companies to come up with their own interpretations

(Matten and Crane 2005). Thus, the central goal of this research is to contribute
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to both practitioners and academics in understanding how a company can
derive value from designing and managing a responsible competitiveness

strategy.

Another central challenge that companies face when they try to design a
responsible competitiveness strategy, is understanding the complexity inherent
to managing CSR. In this regard, social and environmental practices often seem
to require the development of specific management processes, as they have
goals that are very different from common business objectives, and these goals
cannot usually be measured using the indicators most commonly used in other
processes (Bansal 2001; Placet, Anderson and Fowler 2005). This requires that
companies develop innovative solutions to design, implement and manage
responsible competitiveness solution (Beverland, Napoli and Farrelly 2009).
Furthermore, as we have seen in the preliminary study presented in Chapter 3,
apparently CSR practices have inherent paradoxes that generate unique
tensions and dilemmas that need to be managed (Cameron 1986; Goodpaster
1991; Handy 1994). This requires companies to transform the organization in
order to interpret, manage and respond to these particular challenges (Porter
and Kramer 2006; Pruzan 2001; Shrivastava 1995). Thus, another goal of this
research is to contribute to improve responsible competitiveness management
practices by trying to understand how companies such as Aeon, Danone, DKV,
Interface, Mango, El Naturalista, Tecnol and Vodafone manage their CSR

practices.
Secondary questions and propositions

As explained in chapter 3, in my preliminary study | aimed to answer a
central question of whether CSR has an impact on firm competitiveness. The
conclusion was that there is a positive relationship. Furthermore, in the
preliminary study | did identify three particular areas which seemed significant in
understanding how companies frame and manage CSR strategically, and which
therefore could be instrumental and helping answer my main research question

of how do companies manage responsible competitiveness in practice?

The first proposition or hypothesis that resulted from the preliminary

study is that corporate reputation acts as a central driver for responsible
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competitiveness management. As previously discussed, CSR policies generate
a high degree of complexity, where the issues at hand for companies are often
intangibles very difficult to define or delimit, and even more difficult to measure.
In this scenario, corporate reputation seems to be one of the most tangible of
these intangible issues that has a significant impact on firm competitiveness
and is deeply affected by CSR (Pruzan 2001). In that regard, although
reputation is an intangible asset, most leading companies have developed
some measurements or indicators to evaluate it (Berens and van Riel 2004;
Roberts and Dowling 2002; Sabate and Puente 2003), and there are many
organizations that offer services to companies on how to evaluate and measure
their reputation. Thus, including CSR as part of the measurement of reputation,
while still complex, is much easier than measuring the impact of CSR for other
business areas (Keeble, Topiol and Berkeley 2003). Yet, in my preliminary
study | only hypothesized how corporate reputation acts as a central driver, but |
did not present empirical evidence to support such claim. Therefore, the first
secondary question | will try to answer in this dissertation is: RQla: How does

corporate reputation contribute to the implementation of CSR?

Another central proposition from the preliminary research was that
responsible competitiveness requires managing paradoxes. In other words, the
assumption is that responsible competitiveness management requires framing
and interpreting the paradoxes inherent to the implementation of any
responsible competitiveness strategy (Campbell 2006; Handy 1994), rather than
focusing on the outputs of the policies, impacts or motives behind responsible
competitiveness policies. The evidence from the preliminary study showed that
managing paradoxes was a central issue in the development of CSR in
practice, and that one of the problems some companies had was that they were
trying to solve the paradoxes rather than manage them (Lewis 2000). In other
words, CSR is a contributing factor to intensify the contradictory demands that
exist within an organization, and therefore managers need to develop a paradox
lens in order to manage such issues (Smith and Lewis 2011). In this scenario,
the second secondary question | will try to answer in this dissertation is: RQ1b:

How do companies manage paradoxes inherent to CSR?
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The third proposition from the preliminary research is that responsible
competitiveness requires developing a corporate culture that places CSR at the
center of the organization. Furthermore, apparently responsible competitiveness
requires companies to be creative and innovative. The assumption is that
companies need to innovate in products, services, processes and even
business models in order to embed CSR in core business processes
(Beverland, Napoli and Farrelly 2009; Hillestad, Xie and Haugland 2010;
Nidumolu, Prahalad and Rangaswami 2009; Pruzan 2001). Thus, applying
CSR seems to affect the way the corporate culture of the organization and how
it relates to some of its key stakeholders, such as consumers (Ellen, Webb and
Mohr 2006); customers (Piercy and Lane 2009); employees (Chong 2009); or
suppliers (Hietbrink, Berens and Rekom 2010) to name a few. This requires
organizations to develop a corporate culture that is conducive to responsibility
and competitiveness, but through a culture that embraces these two concepts
through innovation and creativity (Cameron and Quinn 1999), including
rethinking and adapting the way in which the company manages and measures
success (Kaplan and Norton 2002; Keeble, Topiol and Berkeley 2002). In this
regard, responsible competitiveness seems to be intimately interlinked to
placing CSR and innovation at the center of the core competencies of the
organization (Prahalad and Hamel 1990; Hanaes et. al. 2010). In fact, some
authors argue that the concept of CSR itself is an innovation (McManus 2008).
In this context, the concept of responsible competitiveness corporate culture
needs to be explored, which is why | propose a third secondary research
question: RQlc: How does a company develop a responsible

competitiveness culture?

In sum, the logic of this dissertation is built on the exploratory preliminary
study presented in Chapter 3. It departs from the confirmation that whether CSR
and competitiveness are positively connected is no longer a question, but rather
a fact, where the question revolves around the issue of how can companies
implement and manage responsible competitiveness (given that we have
confirmed that CSR helps competitiveness). The logic of the dissertation is

summarized in Figure 9:
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Figure 9: Logic of the dissertation

Preliminary study: There s a positive relationship between C5R and competitiveness

l

Primary question: How do companies manage responsible competitivenass in pratice?

|

Resulting secondary auestions:
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implementation of CSR in practice?

*RQ1b: How do companies manage parodoxes inherent to
CSR?

*RIc: How does a company develop a responsible
competitiveness culture?

|

*Provide reflective practitioners with useful conceptual handles fro managing responsible competitiveness
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[for responsible competitiveness management
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RP3: Responsible competitiveness requires o
C5R centered corporate culture

Expected contributions of the dissertation:

Units and levels of analysis

My unit of analysis is the company, which is consistent with my
hypothesis or propositions and research questions (Yin 1994). To analyze the
company | developed in-depth interviews with managers from the organization.
In this regard, the interviewees involved in my research are vehicles to capture
aspects of the company’s properties and its management. However, although
the unit of analysis throughout the research is the company, in some of the
cases | also interviewed people who were not members of the organization, but
who were working in close relationship with the firm and could provide specific
insights, particularly in areas related to CSR. Some examples are members of
NGOs collaborating with companies, sales representatives who serve other
clients as well, consultants or auditors. In this regard | do not assume that the
company is merely the aggregation of the individuals that form it. In other
words, for the purpose of this dissertation | assume that any individual who has
a significant impact or is significantly impacted by the company can give

considerable insight about the organization, regardless of his or her contractual
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situation with the organization. The objective is to obtain information that can
help me understand the reality of the organization in all its complexity (Lewis
2000).

Research approach and methodology

Qualitative methodology

Given the complex, dynamic, and innovative character of my research topic
and main and secondary research questions, | propose that an in-depth
qualitative study is the most appropriate methodology (Agranoff and Radin,
1991; Douguerty 1991; Marshall and Rosseman 1995). Furthermore, the
number of different variables that must be taken into account, and especially the
complexity of these variables and relationships between these different
variables justify a method that can capture such scope and complexity (ibid.).
Finally, the desire to explore a largely under-researched field suggests a
method more in line with theory building than with theory testing (Strauss and
Corbin, 1998).

This research’s approach is explanatory, since the research is interpretative
with a primary objective to produce an explanation (Miller and Crabtree, 1999),
and since the main research topics and questions were identified through a
preliminary exploratory study (Vilanova, Arenas and Lozano, 2008). Multiple
cases are used, since evidence that departs from multiple case studies is often
considered more compelling (Yin 1994) and is better suited for explanatory
research (Marshall and Rossman 1995), in particular regarding complex
managerial processes (Agranoff and Radin 1991). In the end the multiple case
design allows to identify some patterns across cases, increasing the richness of
each single case as well as producing a more thorough understanding of the
complexity of the different variables and their inter-relations, thus providing
more valuable evidence for theory building (Eisenhardt 1989).

In sum, for the development of this dissertation | propose the development
of 8 case studies of companies that have been successful in implementing

responsible competitiveness strategies. However, in this study, | do not develop
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a detailed in depth and historical background of each company, nor do | analyze
in detail the organization in its entirety and its context. My focus is to analyze
how these 8 companies understand, frame and manage responsible
competitiveness. Thus, as | will explain next, the primary sources of data of the
case studies are interviews, supported by observation and documentation,
although secondary in importance. Therefore, this study is a comparative
interview study of 8 cases of successful responsible competitiveness
experiences, and is therefore formed by 8 qualitative case studies that use
grounded theory type analysis (Creswell 1998; Marshall and Rossman 1995;
Miles and Huberman 1995).

The cases

As Stake (1995) proposed, case study is not a methodological choice in
itself, but rather a research strategy, which focuses on understanding the
dynamics present in specific instances (Eisenhardt 1989). In the end, the
purpose of case studies is to represent a certain reality (Stake, 1995) by
carrying out a process, context and longitudinal analysis of various actions and
meanings which take place and which are constructed within organizations
(Pettigrew, 1990). In that regard, as Eisenhardt (1989) suggested case studies
can contribute to theory building and research, through either a description of a
case that has an interest in itself, documenting a case that can provide insight
into broader issues or theories, or through the analysis of collective cases that
can provide better understanding about still larger collections of cases. It is in
this latter approach that | frame this research, as my goal is not to present eight
detailed case studies, but to contrast and compare the experiences and
interpretations in these eight studies to explore and explain how these eight
companies deal with a similar issue, in this case responsible competitiveness
(Yin 1981, 1993). Thus, the main goal of each case is simply to provide a
description of experiences from which |1 can potentially extract some
conclusions and explanations that can be useful in the analysis of the issue of
responsible competitiveness (Alloway, 1977; Allison, 1971). In terms of the
number cases, usually five cases are considered sufficient to enhance reliability
(Yin, 1994), but | conducted eight because my objective was not so much to

reach a point of theoretical saturation where new cases would not yield

54



additional insights (Strauss and Corbin 1998), but rather the opposite, as my
central goal was to document and analyze as many responsible
competitiveness practices as possible. In this regard, | limited the number to
eight because of time and resources constraints, but | would have liked to
develop more case studies on this issue, and plan to do so in the future.

Building on grounded theory traditions (Strauss and Corbin, 1998), a
theoretical sampling strategy was used, where the goal is to sample the cases
that are most likely to offer theoretical insights. Thus, using a theory-driven
replication sampling strategy (Charmaz 2000; Miles and Huberman 1998;
Strauss and Corbin 1998; Yin, 1994), | used three criteria to select all eight
cases: (a) competitiveness; (b) CSR; and (c) responsible competitiveness. First,
to fulfill the competitiveness criteria, the company had to be one of the leaders
in its sector in terms of market share, or had sustained growths above industry
average over the previous years. Regarding the CSR criteria, for the sampling
purpose | looked at companies that had public and elaborated CSR policies,
participating in some international CSR initiatives such as the Global Reporting
Initiative, SA8000, the Dow Jones Sustainability Index or the UN Global
Compact. Finally, regarding the third criteria, | focused solely on the public
declarations of the company regarding the importance of CSR as a central
competitiveness factor. In other words, my sampling was reduced to companies
which: (a) where relatively competitive in their sector; (b) had extensive CSR
policies; and (c) publicly declared that CSR was an important contributing factor
to their competitiveness. This sampling strategy had two direct implications on
the external validity of my research: on the one hand it makes analytic
generalization more robust (Firestone 1993), but on the other hand the
conclusions and theoretical implications are more constrained to companies
who already consider CSR as a strategic issue. In other words, the results will
be valuable in terms of illustrating best practices, but will not represent the

majority of corporate practices.

In the end, the purpose of this research is not to evaluate the degree of
success each company has with its responsible competitiveness strategy, nor
the relative success comparing the different companies. In this regard, one

major departing assumption of my research is that | accept the proposition
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made by the company who declares CSR to be one of the central contributing
factors to its competitiveness. Therefore, | do not initially compare companies,
or assume that all of them are equally successful. Rather, in this study | present
eight “exceptional” cases (Stake 1994) to produce initial theory. In other words,
the central objective behind the selection of the eight case studies was the
relevance of the case itself (Yin, 1989). Thus, this is not a study identifying
either successful responsible companies, but rather it is a study about the
practices of companies who have been previously identified as being
responsible and competitive. Accepting this, all eight cases are “exceptional’
(Miles and Huberman 1995) in that there are not many documented examples

of companies who derive competitiveness value from their CSR policies.

In the end, the goal is for each case to be a source of documentation of
how each company develops and embeds CSR practices, presenting a
description and analysis of CSR processes and actions from which specific,
comparative and collective lessons can be learned. Also, in order to shed some
light on the social and environmental responsibility dimension of business
practices, the cases should provide information beyond the purely economic or
operational dimension of business activity to present an explanation of the
relationship between the business model and the CSR practices, thus requiring,
to some extent, a description of the complexity of the interaction among the
different actors, the organization, the context, and the social processes. Finally,
the cases should share some common characteristics, in this case to revolve
around the successful implementation of responsible competitiveness policies,
in order to insure a certain degree of comparability between the different cases

from where to draw broader conclusions (King, Keohane and Verba 1994).
Data collection

The primary data are the transcripts from in-depth interviews with
executives from each company, as well as some senior members of other
organizations closely connected to the companies. The rationale is that
conducting and voice-recording in-depth interviews with professions responsible
for the development or responsible competitiveness practices allow to better

capture the complexity of relationship between the different variables, such as

56



how CSR is integrated in business goals and processes (Yin, 1981). |
contrasted this data collection methods with other forms of data, namely
observations and documents, (Huxham 2002; Marshall and Rossman 1995) to
look at the issues from different perspectives (Fine, Weiss, Wessen and Wong
2000), and reduce the likelihood of misinterpretation by achieving redundancy
of data using multiple perceptions (Stake 2000). Finally, in this research | tried
to compare all data at different levels to make sure that | was not overlooking
things or constructing findings not really supported by data. Thus, | compared
the different interviews between each company; the interviews with data and
observations from the same company; and the different cases and interviews
across (Janesick 2000; Miller and Crabtree 1994; Richardson 2000).

Interviewee sampling

The interviewees were selected with a theoretically driven within-case
sampling strategy, focusing on conducting interviews with different members of
each company to grasp the reality of the organization, particularly in regards to
responsible competitiveness, but at the same time allowing enough flexibility to
take into account the rolling quality of such within-case sampling (Miles and
Huberman 1994). Thus, as in the case of case sampling, interviewees where
sampled based on the insight they could offer to the development of the case.
In this regard, as one of the central fields of study for my research is CSR,
interviewees were selected based on the degree of knowledge and input they
had in regards to the development and implementation of CSR policies. Thus,
managers of these issues and, in some instances, multiple members of the
CSR team were interviewed. Since the study focuses not so much on CSR, but
on the relationship between CSR and competitiveness, and how this
relationship is developed and managed in practice, for each company | also
interviewed some professionals in charge of other areas of the organization
(e.g. general management, innovation, sales, product development, marketing
or human resources...). Finally, in some cases where some particular practices
were involved that included as key actors some external organizations or
professionals, | interviewed some non-company managers, but only in regards
to how their experience was relevant to understand the company process | was

intending to document. The goal was to see how CSR was developed in
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practice from different areas of the organization. The process I followed for each
company was to first conduct an informal analysis based on public information
on the organization, and then conduct a first informal interview with the CSR
manager to discuss the different activities of the organization. Based on that |
then proposed a list of people | would like to interview in each company.
Obviously then this list was refined based on more practical logistical issues
such as the availability of the potential interviewees, time and resources (for

example if the interview required travel).

In the end | interviewed a total of 41 people, conducting a total of 37 in-
depth interviews across the eight case studies between April 2008 and
December 2011. Most of the interviews were individual and face to face in order
to capture better more complex issues (Shuy 2002), although in some instances
the interviews were conducted in groups and in some cases by phone. Here |
must note that in many instances group interviews were actually interviews
where there was one new interviewee and one or two others who | had already
interviewed individually. In this regard, when | talk about 41 in depth interviews |
mean that | have first-hand transcripts of 41 people, although some of them |
spoke with several times. For example, | conducted many informal
communications in person, by phone or by e-mail with many of the interviewees
to either confirm certain points or expand on some issues that had been raised
through other interviews which are not included in the 41. For instance, | had an
average of between 10 and 20 different communications with each CSR

manager, but | only take into account the formal interview in the number.

Furthermore, | have conducted several follow-up conversations with
some of the interviewees when analyzing the results, especially with CSR
managers, but these interviews are also not included in the interview count. In
this regard | consider all the communications previous and posterior to the
formal interview as part of such interview, and | aggregate the data and notes
from such communications to the transcript as appendixes to the interview. The
list of interviewees and the format of the interview are presented in Table 2. For
each company | interviewed at least four executives. The rationale behind this
sampling was to triangulate the different perspectives of actors strongly involved

in managing responsible competitiveness, but also to focus on the experiences
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of the manager. In this regard the CSR managers provided most of the

information on the CSR strategy and how it is integrated in the company model,

while other managers provided some insight and experiences around how non-

CSR managers understand and manage CSR from their particular business

practices.
Table 2: Interview Summary

Company | Interviewees Interviews

CSR Non-CSR | Non- Individual Group Telephone | Total

manager manager company people

interviewed

Aeon 1 2 2 1 4
Danone 2 3 2 1 1 5
DKV 1 3 4 4
El 1 5 2 2 6
Naturalista
Interface 2 4 4 2 6
Mango 2 1 4 4
Tecnol 1 4 5 5
Vodafone 1 6 1 6 7
Total 11 28 24 10 3 41

Types of interviews

Both group and individual interviews were used, although whenever possible

| tried to conduct individual interview, as the primary goal of the interviews was

to collect personal experiences from each professional. As | said, sometimes

group

interviews were actually

individual

interviews where previously

interviewed members attended. All interviews with CSR managers were in-

person. Most other interviews were in-person as well and were previously

programmed. In many instances, during field visits and observations | had a first
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informal contact with each of the potential interviewees at which time we
discussed the possibility of establishing the formal interview, which was then
usually programmed with the help of the CSR manager of the company, who
also served as my contact person with the organization. In a few cases,
telephone interviews were conducted, usually because of problems with finding
a common place to meet, especially due to physical distance. No systematic
research has been carried out comparing telephone and in-person interviews,
but it appears that in-person interviews tend to elicit more thoughtful responses
given their slower pace, also giving higher comfort because of the interaction
face-to-face, allowing to capture more complex issues (Shuy 2002). However, |
used telephone interviews only with people with whom | either had a previous
in-person contact, or with people who had been directly referred and introduced
through other interviewees. In this regard this phone interviews usually were
more focused on particular issues that only that person could fully explain, and
where the topic of debate was mutually understood and thoroughly discussed.

In this regard, a high degree of comfort existed also in phone interviews.

Group interviews are what Frey and Fontana (1991) define as “field normal
group interviews” since they occurred in the company’s site, and were loosely
directive and semi-structured. In two cases, the group interviews where
accidental in that | programmed consequent individual interviews and when |
arrived to the company, | encountered that two or more of the interviewees
where together in the room, and thus the event naturally became a group
interview. This happened for example in one interview at Aeon. The group
interview at El Naturalista was purposely programmed, and was part of an
observation of the company’s annual meeting of sales representatives that was
held in Logrofio in July 2011, and to which | was kindly invited to attend to
observe. Other group interviews where not really groups in the sense that the
CSR manager of the company insisted in accompanying me when | interviewed
other executives. In that regard they almost did not participate, but | have
categorized them as group interviews because | did feel that their presence

changed the dynamic of the interview.

Regardless of whether the group interview was intended or not, | allowed

flexibility to maintain an atmosphere of comfort and trust with the interviewees.

60



Also, group interviews present some up-sides where aside from the obvious
improvement of time and cost efficiency, they can provide insights into the
relationship between interviewees, as well as give somewhat more rich results
in that individuals can reflect and react to each other’s inputs during the
interview, making the interview more polyphonic (Frei and Fontana 1991). In
this regard, group interviews’ main distinguishing characteristic is that they allow
explicit interview-interactive insights leading to greater emphasis on the
participant’s point of view (Morgan 1997). However, it demands specific skills
from the interviewer who has to be able to direct and maintain the focus of the
interview. In this regard, | tried to maintain the number of interviewees per group
to a maximum of three, as the group becomes easier to manage (Fontana and
Frey). In one case however, the group included five interviewees. Regardless of
the members of the group, | incremented the time dedicated to the interview in
accordance with the number of interviewees present, where usually my goal
was to get at least one hour of audio from each interviewee. In that regard the

longest group interview lasted about 6 hours.

In the end, combining both group interviews and in-person interviews
allowed me to strike a trade-off between breadth in the interviewee sampling
and depth and nuance in the data produced by the interviewees. In the end, the
total amount of interviews and the types of interviews varied per case due
mainly to logistical and operational matters in the field. The goal was always to
collect the maximum amount of data possible, so obviously there was an
uneven quantity of empirical data among different cases. However, my
assertion is that despite this difference in data, each case includes a minimum
amount of data required to understand the realities of responsible
competitiveness management in all 8 companies analyzed for this dissertation.
Said differently, | feel quite comfortable that | know how each of these eight
companies understands CSR and how these policies impact some other

business activities of the organization.
Content of interviews

The interviews had three sections. The first part of the interview was an

appreciative inquiry asking the interviewee to describe the organization and his
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or her work (Srivastava and Cooperader 1990). In the second part, there still
was some appreciative inquiry in describing the key business strategies and
CSR policies, but the interviewee was asked to discuss more normatively the
strengths and weaknesses of the organization and the impacts of CSR on the
organization. In the third and final section the interviewees were asked to
discuss in detail their specific experiences in implementing CSR policies,
including examples of successes and failures, tensions, and management of
such tensions. The same interview protocol was used in all interviews, although
| allowed for freedom so that interviews could narrate their experiences at their
own pace, where the questionnaire was used more as a checklist of issues to

be addressed rather than a particular list of questions in a given order.

The three parts of the interview were structured so as to obtain similar
degrees of depth, detail, vividness, richness and nuance (Rubin and Rubin
2005). The main interview questions were derived from the research questions
and hypothesis, except from the initial questions which were broad questions
aimed at getting interviewees to describe their role in the company and the
company itself (and to get comfortable). Follow up questions focused on
interesting ideas that arose during the interviews or on nuclear matters, while
probes were used to keep the interview on the required subject matter without
constraining the interviewee (Rubin and Rubin 2005). While not using exact
wording, | tried to follow Rubin and Rubin’s (2005) advice regarding wording of
the questions. The idea is not to encourage yes-or-no answers, or abstract
rationalizations, but rather to focus on the interviewee’s motives, actions and
experiences. | also tried to avoid academic jargon, and | tried to stay away from
imposing definitions or assumptions. For example, whenever possible (although
sometimes it was difficult because my contact people in the company described
the project to potential interviewees before | met them) | tried not to tell
interviewees what the focus of my research was, simply saying that | wanted to
understand what the company did and what they, as managers, did within the
organization. For each interview, | also observed nonverbal communication
modes, such as body movements and gestures (Fontana and Frey 2000). |
recorded these observations on my notes while voice-recording the interview,

as suggested by Miles and Huberman (1994).
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Observation and documentation

As an alternative data collection method | analyzed documentation,
collecting as much of it as possible, particularly regarding all CSR activities, as
well management activities such as strategy documents, mission, or
procedures. Therefore, in this research | primarily analyzed texts — transcribed
interviews and documents- considering some basic additional information such

as financial performance, organizational charts or history of the organization.

Each case in this preliminary research was developed using two sources
of data: the primary data were the transcripts from in-depth interviews with
executives from each company, as they allow to better capture the complexity
of relationship between different business goals and processes (Yin, 1981), and
the secondary data was data collection and observation. Data was collected
from each company (presentations, strategic plans, codes of conduct, internal
guidelines and so forth) as well as from public sources (interviews of relevant
executives, articles, awards, reports, case studies, websites, blogs, etc.). The
objective was to triangulate both data collection methods —interviews and
documents- (Huxham 2002) to reduce the likelihood of misinterpretation by
analyzing data using multiple perceptions (Stake 2000). Finally, | tried to
develop the eight case studies on how each company implements CSR to
explore common issues, such as CSR strategies, processes, indicators,

barriers, enablers, focusing on the effects these have on firm competitiveness.
Data analysis

Using the interview transcripts as a window to the interviewee’s
experience (Silverman 2000) and knowledge (Dodge, Ospina, and Foldy 2005),
| used some original codes guided by my central research question and the
three secondary research questions — i.e., (1) how do companies manage
responsible competitiveness in practice?; (2) how does corporate reputation
contribute to the implementation of CSR?; (3) how do companies manage
paradoxes inherent to CSR?; and (4) how does a company develop a
responsible competitiveness culture? - But remaining open to new or open
codes (Strauss and Corbin 1998).
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Codes

| phrased the codes as “statements related to...” instead of “statements

reflecting...” in order to better capture both the code | was looking for as well as

its negative. For example, the code related to responsible competitiveness

could capture both issues that foster or promote competitiveness, as well as

issues that reduce or inhibit competitiveness.

Table 3. Set of codes used

Code Statement related to...
Responsible e connection between CSR and company’s
competitiveness competitiveness
e impact of CSR on products and services
e development and management of responsible
competitiveness in practice
Reputation e perception of the company by stakeholders and
society
e management of corporate reputation
e developing corporate identity
Paradoxes e tensions and contradictions generated by CSR

management of tensions and contradictions

Corporate culture

definition or description of the company’s culture,

business model and way of thinking
relationship between CSR and corporate culture

integration and development of CSR culture

The transcripts from interviews, notes and documents, were analyzed

using these codes. This means that | reviewed the transcripts, documents and
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my notes, and | tried to mark different statements and connect them to one of
these codes. In the end my data was a grouping of different quotes from
different sources relative to a same issue, and from there | tried to analyze
these different quotes or texts. Cases were first analyzed independent of each
other, identifying concepts and sub-concepts and grouping some of the most
relevant supporting quotes for each code from transcripts (Silverman 2000).
For each case a draft narrative and causal map was developed in order to
define a tentative explanatory model (Ryan and Bernard 1994). This means, |
tried to interpret and make sense of the narrative particular to each organization
and how such narrative connected and made sense of the different issues | was
researching, such as CSR, competitiveness, innovation or paradoxes. At this
stage | noted similarities and differences, and | began to build a cross-case
comparative analysis for each meta-code. This means that once | had a picture
or a narrative for each organization, | tried to compare the different narratives
from the different organization. This analysis was redefined and further

developed during the writing of findings.
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Chapter 5 — The case studies

“l also learned that to penetrate the secret of things you must first give yourself to them.

In general, my curiosity was gluttonous; | thought | possessed as soon as | learned and

”

learned by just flying over.

Simone de Beauvoir

In this chapter | will present a description of each of the cases. | will not
present the cases in a very in-depth or traditional format, as much of the
information on the different case studies will be part of the findings in
subsequent chapters 6, 7 and 8. Therefore, in this chapter | will present a
description that can provide sufficient information to understand each company,
particularly in regards to CSR. In that regard the structure will always be similar:
first a general introduction on the company with some basic numbers such as
revenues, employees, sector, and so forth; then a description of the business
model, particularly in regards to competitive advantages; and finally a
description of the company’s CSR strategy, paying special attention to how
such a strategy fits with the firm’s business model. In that regard, this chapter is
not merely descriptive in that the competitiveness model, the CSR strategy, and

particularly how competitiveness and CSR fit, are appraised and assessed.

It must be noted, that as | explained in chapter 4, the eight companies
were selected not based on an evaluation | made of their CSR strategy, but
rather because each of the companies claimed that CSR was a big part of their
competitiveness and they had been publicly recognized for it, through awards,
press, being invited to speak at CSR events, and so forth. In other words, all
eight companies studied are firms that people who work in the CSR field know
as examples of companies that take CSR very seriously. Having said that, once
I conduced the interviews and field research, | realized, as it would have been
expected, that not all eight companies have equally developed their CSR
strategy. As discussed in the literature review in Chapter 2, companies who

decide to embark in CSR from a strategic point of view seem to go through
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different stages as they integrate more and more CSR in the organization
(Castell6 and Lozano, 2009; Frederick, 1994; Mirvis et. al. 2006), which
transform both the organization and its competitiveness model (Zadek, 2004;
Maon et. al. 2010).

Thus, it is apparently clear that these eight companies are not at the
same point in the development process of a responsible competitiveness
process. In regards to the evolution stage of CSR, the eight companies could be
divided intro three groups: (1) the most advanced companies in terms of having
CSR really embedded throughout the organization and integrated in the firm’s
competitiveness model are Danone, DKV Spain, and Interface; (2) companies
that have well developed and integrated CSR strategies, but where it seems
that social and environmental issues do not play such a significant role in the
competitiveness model, are Aeon, Mango and Vodafone; and (3) companies
where there is a clear vision and mission in the organizational culture to make
CSR a central driver for the organization, and where the companies believe
CSR plays an important role in their competitiveness model, but where both the
CSR policies and their impact are not as evident as in the previous cases are El
Naturalista and Tecnol.

It is not a coincidence that the two companies in the latter group are the
only two small companies studied. In that regard, by definition SMEs (small and
medium size companies) tend to have less formalized and institutionalized
processes than bigger companies, basically because: (a) they lack the time and
resources to formalize processes; and (b) because they don’t need to formulate
procedures as due to their size they can manage and control the entire
organization directly. However, as explained in Chapter 4, it is not the purpose
of this research to evaluate the CSR stage of each company, and furthermore it
is not that relevant, because regardless of the level of development, all eight
companies take CSR seriously and they believe that these policies are a source
of competitiveness for the firm. Thus, the sample is relevant in terms of studying
companies that are competitive and place CSR at the center of their strategy,
and understanding how they try to develop and manage responsible
competitiveness. In the next pages | will describe the eight cases in alphabetical

order, and at the end of the chapter | will present a first cross analysis. It should
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be noted that throughout the case descriptions and in later chapters, | include
quotes, often without specifying the precise author. This is done for three
reasons: first because as explained in Chapter 4, quotes from interviews and
documents are the primary source of data; second because | use quotes of
things and issues that are repeated and confirmed by different interviews and
documents within the same company, so that there is no need to differentiate
what was said by whom; and third, because it is much easier to read the
dissertation of | don’t include before every single quote an explanation of who

said that and when.

Aeon

Aeon Co. Ltd. is the largest retail company in Japan in terms of
revenues. More than 90% of Aeon’s roughly 14.000 stores (as of 2011) are
located in Japan, although it has operations and is aggressively expanding in
other Asian countries, especially China, Malaysia, South Korea, Philippines,
Taiwan, Thailand and Vietnam. It employs a total of around 360.000 people
including all operations. In 2012 Aeon was ranked the 13™ retailer in the world
in terms of revenues (Stores Magazine and Deloitte, 2012), with sales over 66
billion US$. Aeon’s main business is “shopping mall development and
operation”, but also offering a variety of stores, goods and services, including:
GMS (general merchandise stores), supermarkets, drugstores, home centers,
convenience stores, specialty stores, financial services, entertainment or food
services, among others. Since August of 2008, Aeon Group has been
repositioned as a “pure holding company” called Aeon Co., Ltd., whose role is
to formulate the group strategy, business restructuring, investment, and
realization of the group philosophy. That is, since August of 2008 Aeon Co., Ltd.
owns the shares of subsidiaries and other companies, effectively controlling the

entire group, but it does not have direct involvement in operations. This is what

i A version of the Aeon case study was published in 2009, and also included in industry wide
research by an initiative called Greening Retail, which is a Canadian initiative including public

organizations, universities and companies (http://www.greeningretail.ca).
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Aeon defines as its “concentration and decentralization” philosophy, which
Motoya Okada, company President, defined as the ‘new growth model for the
group”. This new strategy focuses on (1) building large shopping malls around
urban areas; (2) aggressively internationalizing Aeon’s operations around the
world, but particularly in Asia; and (3) diversifying its operations to include other
types of shops, products and services, such as specialty stores and
convenience stores. The main objective Aeon wishes to achieve with this new

growth model is to become one of the top ten retailers in the world.

Aeon is known in Japan as the sector leader in terms of CSR practices.
In fact, in February of 2009 Aeon was included in the ranking of the top 100
most sustainable companies of the world, which is a ranking published by
Corporate Nights and Innovest Strategy Advisors. In the 2012 ranking Aeon
was number 40 globally (Corporate Nights 2012). As Akiko Harada, CEO, put it
“Aeon takes very seriously its social responsibility”. That is why, coinciding with
the restructuring of Aeon into a pure holding company and embracing a new
business strategy, Aeon launched, in March of 2008, the “Aeon Manifesto on
the Prevention of Global Warming”, which in a nutshell aimed to reduce total
CO2 emissions for the Group by 30% by fiscal year 2012, using as the base
level total CO2 emissions for fiscal year 2006. With this manifesto, (1) Aeon
became the first Japanese retailer to present a specific numerical target in
terms of climate change; (2) proposed to engage in a comprehensive
sustainability and CSR strategy affecting customers, stores and products; and
(3) established a transparent and clear goal that made the company

accountable.

The Aeon sustainability strategy is quite straightforward and focuses on
two main areas: (a) developing a strong private brand that integrates CSR
principles at the heart; and (b) contributing to minimize Aeon’s negative impact
on climate change through measuring and reducing the environmental footprint
of their operations. The private brand, named TOPVALU, is one of the areas
where Aeon seems to be trying to differentiate from competitors, as many other
retailers have similar, although not as well-designed and as aggressive
environmental policies. Currently TOPVALU contributes about 7 billion USD in

sales (as of 2012) which represents over 10% of the total revenues of the
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company. TOPVALU has currently over 6000 different products, and has been
the fastest growing product sold at Aeon stores over the last 5 years, with an
average annual growth of about 20%. TOPVALU products are designed
integrating as a core characteristic the Aeon central CSR policies, including
transparency (SA8000 certification, 1ISO14001, product contents beyond law
such as CO2 emissions), traceability (QR codes in many TOPVALU products
where consumers can get information on the entire value chain), human rights
(SA8000 certification, no child labor, equal opportunity, respectful treatment,
dignity), fair trade (sustainable farming, fair wages), supply chain
(transportation, code of conduct, social and environmental audits). For example,
all TOPVALU producers and suppliers must sign a code of conduct that obliges
those to environmental and human rights principles, and must go through social
and environmental audits both from the company as well as from an
independent company hired by Aeon at least once every two years. The idea
behind the TOPVALU brand is not only to produce a competitive product line,
but to influence other producers. As any retailer, Aeon mainly sells products
from other companies, and therefore its power to influence the CSR policies of
other companies is limited. With TOPVALU Aeon offers quality products which
also integrate strong CSR principles in the production process. As the
TOPVALU brand becomes stronger, so other producers are “strongly
encouraged” to change their own production practices. The goal for Aeon is to
offer products that are aligned with the company’s values. As Aeon puts it:

“TOPVALU products reflect our customers’ wishes...”.

However, the policy where Aeon focuses most of its efforts and the one
the company is famous for is its environmental strategy. Although Aeon has had
an environmental strategy in place since 1989, the current strategy begun in
2008. The strategy departs from an estimate of Aeon’s total CO2 emissions for
2006 at 3.7 million tons, which including forecasted business growth (estimated
at 20%), placed the expected CO2 emissions for 2012 at around 4.45 million
tons. Thus, their objective was bringing CO2 emissions down to 2.6 million tons
(30% less than the 3.7 for 2006), which meant reducing emissions by 1.85
million tons by the end of 2012. According to their 2012 Environmental and

Social Report (www.aeon.info/en/environment/), the company had been
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successful in achieving the goal one year in advance, as it had annual CO2
emissions of 2.5 million tons by the end of 2011 (0.1 million below the initial
goal). With that in mind Aeon has revised its objective, and now aims to reduce
total CO2 emissions to 2.25 million tons by the end of 2013, and is designing
new targets for 2020, including a 50% reduction in energy consumption, the use
of alternative energy sources, and sustainable packaging among others. It is
worth mentioning that taking into account growth forecasts the reduction in real
terms for the 2008-2011 period was close to 50%.

To reduce this 1.86 million tons of CO2, the Aeon sustainability strategy
focused on four broad policy areas: (1) a reduction of 500,000 tons of CO2
emissions by stores, through improvement of store equipment and systems; (2)
a reduction of 570,000 tons of CO2 by products, through improvement of
products, services and distribution; (3) a reduction of 310,000 tons of CO2 in
collaboration with Aeon’s costumers, through both tree planting activities as well
as programs to reduce the use of plastic bags; and (4) the remaining 470,000
tons of CO2 are saved by applying the Kyoto mechanism that allows to offset
CO2 emissions through credits from other countries. What is so relevant about
this strategy is that it focuses on working with Aeons’ self-declared most
strategic competitive factors: (a) stores; (b) products (particularly TOPVALU);
(3) customers; and (4) communities (planting trees, offsetting emissions, etc.).
Furthermore, focusing its CSR strategy on CO2 reductions allows Aeon to
establish clear numerical objectives that the different group companies can
easily adapt to their operational realities. Thus, it fits with the business model as
the holding company simply establishes the general targets, and then each of
the individual companies designs their own plan to reach such targets.
Additionally, Aeon was the first retailer in Japan to sign The Global Compact
(www.unglobalcompact.org), it publishes an annual sustainability report based
on the GRI guidelines (www.globalreporting.org), and in 2012 was the only

retailer in Asia certified with the SA8000 (www.sa-intl.org/sa8000).

Danone

Danone today in volume is the world #1 company in fresh dairy products,

#2 in bottled waters, #2 in baby nutrition and the European leader in medical

71



nutrition. In 2012, the group’s turnover surpassed €20 billion, almost 60% of
which came from dairy products. The Danone Group had in 2012 over 100.000
employees and 186 production plants around the world. Danone, has always
been considered an atypical company in the business community, since in 1972
Antoine Riboud, founder and president of the company at the time, gave a
famous speech in which he said that Danone should build its business on a
“double project” meaning that it should achieve economic as well as social
benefits (this was mentioned by all interviews conducted at Danone without
exception). At the time he said that "corporate responsibility does not end at the
factory gate or at the office doors. The jobs a business creates are central to the
lives of employees and the energy and raw materials we consume change the
shape of our planet. Public opinion is there to remind us of our responsibility in
the industrial world of today”. Today, Danone’s CEO is Franck Riboud, son of
Antoine, and a person who shares the values and vision of his father, and thus

continues with a similar philosophy.

Understanding the beginning of this company helps explain why Danone
today is a company focusing on ‘“improving health through nutrition.” Today
Danone focuses its growth in four key areas: People, Health, Danone for All,
and Nature. In other words, Danone’s competitiveness model is built on four
pillars. First, focusing on people, including the workers at Danone but also, as
Antoine Riboud said in 1972, understanding that they must consider other
stakeholders such as suppliers, customers, communities and society at large.
Second, Danone focuses on health because its understanding of the future of
the food industry revolves around health and nutrition. Third, Danone aims to
reach as many consumers as possible. In this area of “Danone for All”, Danone
at the end of 2012 had a monthly penetration of 845 million consumers, and the
objective was to double that number by 2016. Fourth but not least in their
priorities is the “nature” pillar, where Danone established an objective to reduce
its CO2 emissions by 30% between 2008 and 2012, and the objective was
exceeded as the reduction by 2012 was 35,1%. One of the areas by which
Danone tries to contribute to this strategy is by turning some of its most popular
products (such as Activia or Evian) into carbon neutral products. This process is

very complex, as it means first studying the entire supply chain to estimate the
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CO2 emissions specific to the product and then establishing policies to reduce
and offset emissions. This includes changes in all stages of the value chain,
from farming, to production, transportation, packaging, sales and management

of waste, energy, or water among others.

Danone Group establishes some general objectives or guidelines for
each of these fronts, but then each country is responsible for turning them into
specific policies and practices. For example, Danone Spain has the mandate to
reduce CO2 emissions, but complete freedom to decide how to achieve such
reduction, and the same is true of other Danone subsidiaries. Nevertheless, as |
explained Danone sees CSR as a key competitiveness factor to “build
consumer trust in brands backed by steady flow of investment in product safety,
respect for environmental standards and concern for society at large”; “attract
talented people looking for a business with a strong culture and value;
consolidate internal cohesion through management practices favoring individual
progress”; and to “forge mutually beneficial ties to strategic customers and
suppliers”. Thus, the CSR strategy at Danone focuses on embedding CSR in
its corporate culture, so that it becomes a clear and shared value among
employees, suppliers, distributors and consumers. As Frank Riboud puts it, to
be competitive on the long run, “a company only exists and lasts because it
creates value for the whole of society...”. For Danone, this means integrating
CSR in the business culture, so that CSR and innovation become two of the
central pillars of Danone’s competitiveness, under the assumption that long-

term sustainability can only be achieved by “growing through innovation”.

Some examples of interesting CSR policies and activities developed at
Danone include the development of a factory in Bangladesh to develop yoghurt
with high nutrition content in a joint venture with Grameen Bank; the
establishment of a new partnership in collaboration with the food bank; the
institutionalization of the figure of the Carbon Master in each country to
supervise and measure the advancements of each subsidiary in achieving CO2
reduction targets; the restructuring of the company to include a Nature Vice
presidency at a global level as one of the strategic pillars of the company; the
development of a CSR measuring tool called Danone Way Fundamentals; the

project to integrate CSR measuring, particularly in terms of footprint, on their
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SAP system; accounting CSR as one third of the bonus evaluation of all top
executives (over 1000 worldwide); eliminating some packaging and distribution

systems; or creating the Danone Ecosystems Funds among others.

DKV Spain

DKV Spain is the Spanish affiliate of Munich Health, the leading
European company in Health Insurance, which is part of the German group
ERGO Insurance Group, which is the insurance division of Munich Re, one of
the largest reinsurance companies in the world with over 52 billion € in 2012.
The Spanish subsidiary of DKV has been in operations 15 years, after in 1998
DKV purchased a local insurance company in Zaragoza. The net benefits of
DKV Seguros in 2012 exceeded 35 million euros, with a volume of premiums of
about 645 million euros, representing a 10% growth from 2011. DKV has been
growing steadily in a country (Spain) in crisis, with an average of 15% annual
growth since 2008. The company is established all over Spain and has a wide
network of offices and consultancies, with almost 2000 employees servicing 1,8
million clients as of 2012. The head offices are located in Zaragoza and
Barcelona, as the northern region of Spain concentrates DKV’s largest market
share. According to the current strategic business plan (2011-2015), DKV’s
business model revolves around the central idea of “really interested in you”,
which is a value proposition based on how DKV Spain related with its key
stakeholders based on an “open collaboration, participative, long-term and
sharing the DKV Dream”. To achieve this objective, DKV Spain established four
objectives: (1) being the best company co-responsible of the health of its
clients; (2) give a service that surpasses their expectations; (3) being an
exemplar organization; and (4) being an innovative, open and responsible

company.

In terms of CSR, DKV presents a unique case as the CSR activities of
DKV Spain are not the result of a worldwide corporate strategy, or implementing
policies designed by headquarters. Rather, CSR at DKV Spain is the initiative of
the Spanish subsidiary, which is influencing the corporate headquarters and the
company internationally. In fact, the European Group of ERGO has just

established a task force of experts in 2013 with the goal of developing Group-
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wide CSR recommendations, and has asked the Spanish subsidiary to be one
of the leaders of this task force. That is what makes this case so interesting. In
fact one could argue that current CSR policies at DKV Spain are the result of
the vision and leadership of its CEO, Josep Santacreu, who has put CSR in the
agenda since becoming CEO 15 years ago, perhaps because before joining
DKV Insurance he was a senior executive at Doctors Without Boarders

(www.msf.es).

DKV’s Corporate Responsibility Plan, called “DKV 360", proposes a
comprehensive way of understanding health in the sense that “DKV wants to
make sure that their clients, professionals and society enjoy a good health”.
Thus, their strategy is completely aligned and embedded in their business
model. In CSR DKV’s activities relate to the health of its self-defined strategic
stakeholder groups: policy holders, healthcare professionals and society as a
whole. As DKV puts it: “our strategy is about how we can make our dream
come true through responsible management”. This translates into (1) creating
value for key stakeholders; (2) contributing to sustainable development; (3)
fostering ethical and responsible innovation; and (4) engaging employees.
These objectives are pursued through specific policies and practices where ‘the
goal is the integration of CSR into the company'’s strategy and daily operations,
by taking into account the sustainability of management in relation to both
society and the environment whilst maintaining ethical behavior with the

company’s stakeholders”.

In regards to customers, DKV uses CSR to transform and change its
products and services, such as establishing collaborations with consumer
groups designed to prevent problems in regards to understanding the language
used by the insurance sector; guaranteeing insurance for old age, waiving the
right to rescind insurance contracts as long as the customer fulfils his or her
obligations, or giving insurance health care for adopted children through their
parents policy, among others. Another example would be the Integralia
Foundation, which is a foundation established by DKV which hires only disabled
or handicapped people and which acts as the call center for all DKV activities,
and has recently expanded its operations to become call center for other

external organizations. The indicators that DKV uses here focus on reducing
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complaints by customers, reducing the time to solve complaints, and being

considered in surveys as the best rated health insurer by customers.

As for healthcare professionals that work with DKV, the plan focuses on
increasing and improving the services provided, and especially the payment
system, where DKV reduces annually the payment time to their healthcare
professionals, which in 2012 was an average of 13,5 days, down from 15 days
in 2011. Additionally, within the CSR plan DKV has launched its own
Authorization Centre (CAP in Spain), a portal allowing suppliers in its clinical
team to present invoices and carry out other administrative operations needed

when dealing with DKV or its customers.

In regards to employees, DKV develops policies for life-work balance,
equal opportunities, training and development, or a large program for
community involvement among workers. Perhaps that is why DKV Spain was
chosen as the 7" best place to work in its category in 2012 by Best Places to
Work Institute. The company has strong and clear policies in areas of work-life
balance, training, equal opportunities and development. For example, as part of
the non-commercial training plan for 2012, a total of 33,570 hours of training
were provided for staff, 62% more than the previous year.

The dialogue with stakeholders centers on transparency issues such as
having a clear code of conduct and producing social and environmental
reporting. For instance, in 2009 a new code of conduct was adopted which was
the direct result of a stakeholder consultation. In terms of community
involvement, DKV aims to participate only in activities directly related to their
field of work, which is healthcare insurance, so that all projects are centered on
developing micro-insurance schemes (for example for illegal immigrants in
Spain or for developing countries such as Ecuador), or participating in
healthcare awareness and education programs. Finally, in terms of
environmental protection, DKV Spain is the first carbon neutral insurance
company in Europe, and also has programs on use of renewable energies,

recycling or water management among others, and is ISO 14001 certified.

76



El Naturalista

El Naturalista is one of the brands of a Spanish shoe and garment
manufacturer from Logrofio called Inyectados y Vulcanizados S.A. The
company has factories in Quel (Spain) and Tanger, and produces other brands
such as *art, *art Kids or Neosens. The Group had revenues in excess of 50
million € in 2011 and about 1500 employees. El Naturalista was the last brand
created by the group in 2003, but has quickly become the strongest in the
group, with 35 million € revenues and almost 700 workers in 2012. The main
production center for El Naturalista is in Tanger, with 500 employees, but it also
has two factories in Logrofio. The particularity of El Naturalista is that it is a
brand that focuses its business model around sustainability and CSR. In fact, El
Naturalista could be translated to English roughly as “Person who embraces
nature”. That is why the logo of El Naturalista is a frog, because according to
the company it represents “water, earth and the capacity to adapt to different
conditions”. In that regard, the main objective of El Naturalista’s CSR strategy is
to differentiate the brand through CSR. Thus, their business model is based on
producing high quality environmentally friendly products, but also creative
designs both in terms of cuts, colors and materials. This model has allowed El
Naturalista to consistently grow at about 10% annually, particularly successful in
markets such as Germany or Japan. Currently El Naturalista sells over 90% of
its products outside of Spain, and is present at over 40 countries around the
world. The model is based on having some owned shops (such as Tokyo,
Berlin, Santa Monica, Helsinki or Paris) as well as what they call “shops in
shop” in other stores that serve other brands. All in all as of 2011 they had 3000

points of sale.

El Naturalista is a small company with a peculiar corporate culture, where
as they explain “El Naturalista is the story of a group of people that one day
dared to dream that companies can be spaces of commitment and social
transformation...”. Thus, their business model is based on focusing on what
they call the three P’s — i.e. People, Planet and Product-. People are defined as
“all those human beings that for different reasons become in contact with El

Naturalista and who, in our opinion, are therefore potential social change
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agents”. Planet is defined as ‘the Natural environment we are part of and that
serves as a source of inspiration for all our work”. Finally, product is defined as
‘the physical object that reflects this transformation movement of social and
human relations that we foster at El Naturalista”. The vision, mission and
strategic thinking shows that the competitiveness model seems to be built on
integrating sustainability, quality and innovation in the organization and
products, branding El Naturalista as a sustainability leader. This is further
illustrated by what they call “The 10 laws of the frog” which are a list of 10
mandates that are supposed to guide all activities of El Naturalista, as shown in
Table 4:

Table 4. The 10 laws of the frog

Law Moto Description

Law of respect for nature | “When we take care Each shoe of the frog protects the ground it steps on. El Naturalista

or principle of Gaya’s of our planet, our works with traditional processes, recyclable materials and
boomerang effect planet takes care of biodegradable components, ensuring the respect for the

us” environment.
Law of respect for “We are all equal” Walking with the frog shoes means advancing toward equal
people, or principle of ‘| opportunities. We work to ensure equal opportunities, including
am you” developing projects to help families with fewer resources.
Law of innovation or “Innovate is to The philosophy of the frog is to innovate as a way to attain our
principle of simple ideas | renovate” vision. An example is “Recyclus” a line of products made with

recycled and recyclable materials, through a simple industrial

process.
Law of team work or “Your mind is my El Naturalista is a group of people exchanging ideas. The diversity
principle of the thousand | sounding board” of cultures, races, places, and tendencies that nurture the frog
brothers team, are the energy that move our shoes.

Law of the open mind or | “Small is big” The frog shoes are designed in Spain, in a small, simple and
principle of the universal traditional place where nature and time exist. This is what allows
craftsman our brand to walk in more than 50 countries

Law of transformation “Likeness attracts” The frog is a symbol and icon for many reasons: from its close
capacity or principle of connection to nature, water and earth, to its evolving and changing
amphibious mimetic condition. The frog is transformation, non-conformism, friendliness,

agility, joy, curiosity, imagination... And people who were our shoes

as well...
Law of capacity to “It surprises me, At El Naturalista the creation work is experienced by looking at
surprise yourself or therefore | exist” everything surrounding us and discovering the world every day.
principle of the boy man Nature, its textures, its colors, its lines... after a thousand real and

imaginary travels, The shoes are designed to fit imaginary minds

and awake hearts.

Law of natural colors or “Colors are a gift Nature invented colors and El Naturalista embraces them,
principle of the rainbow from nature” combines them, and plays with them, and we are thankful for being

able to use them in our shoes
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Law of comfort or “Advancing means The frog shoes are made for people that when walk move forward.
principle of the happy wearing shoes People that do not want to waste one minute of this fantastic
feet worthy of the road” voyage that is life, and who refuse to walk through life without a

pair of comfortable and pretty shoes.

Law of dialogue or “We are all one” The culture of El Naturalista is based on the exchange between
principle of bilateral people: ideas, races, sensibilities. Communication in the form of a
communication relaxed conversation, the dialogue in equal terms, and the relations

where we give and receive.

In terms of CSR policies, although as | have shown social and
environmental issues are very much part of the company since its creation, in
2010 El Naturalista launched its first explicit CSR strategy. This strategy is built
on working in three areas: (1) improving the organization in what could be
considered the internal sphere of CSR, or what they call “fostering a new
corporate ethics”, (2) generate change in society in what could be called the
external sphere; and (3) giving back to society through philanthropic activities,
where the company carries out projects in developing countries to help children.
The internal sphere revolves around enforcing a code of conduct that reflects
the values of the organization, but which also considers international standards
such as human rights, The Global compact, or the ILO. The external sphere
focuses more on generating change in society through collaborating with the
different stakeholders, including traditional groups such as clients or suppliers,
as well as non-traditional ones, such as non-profits or universities. Some
examples of the types of policies developed in the CSR strategic plan are using
natural materials whenever possible; avoid using harmful materials for the
environment; collaborating with environmental organizations; increase the
usage of biodegradable and recyclable materials; paying fair wages to
employees and suppliers; promote traditional ways of production; use advanced

technologies to reduce waste and energy; or being transparent among others.

The third sphere of the CSR strategy focuses on philanthropy, but even
then this activity is not carried out separately from core business, as many
companies do, but as a central part of the business model. For example, some
lines of product are launched with a social marketing campaign, where a
percentage of the revenues (usually 1€ per shoe) goes directly to philanthropic

projects. Originally all philanthropic activities of El Naturalista where focused on
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what they call “Atauchi Project” (created in 2003), which is a project designed to
help children in some areas in Peru get an education as well as some other
basic needs. Since then the project has grown both in scope as well as reach,
and it now includes activates in Haiti and Tanzania, or an international contest
to finance a social entrepreneurship project among others. Aside from that, El
Naturalista always sends emergency materials to disaster zones, such as
earthquake and tsunami victims in Japan. Here too the activities are closely
connected to business, as all these disaster relief projects are led by country

representatives.

The Atauchi Project is based on collaborating with non-profit
organizations in the different countries, and through providing financial
assistance implementing local projects aimed at increasing the social capital of
the areas through providing more opportunities for children who otherwise
would have to be working. In Peru, for example, the project is in collaboration
with ONG ProPeru, and it is a project that helps children from slump areas of
the city of Arequipa through providing a place to leave, grow and study for
children called “Hogar de la Esperanza” (house of hope), where 45 children
leave permanently but which serves over 100 children at any given time. Since
2012, El Naturalista established a different organization called We Believe in

People (www.webelieveinpeople.org) which receives 2,14% of all EI Naturalista

revenues and which develops all community projects.

In sum, ElI Naturalista seems to be a company where CSR and
sustainability are an inherent part of the competitiveness model through
branding. In this regard there seems to be quite an effort in developing a
message and narrative focused on social marketing. In other words, there
seems to be an effort to use CSR as a big part of their marketing efforts.
However, talking to the people at El Naturalista, it also becomes apparent that
as much as there may be marketing and commercial motives, there is a
genuine culture of integrating social and environmental issues in the corporate
culture. In fact, the cornerstones of the competitiveness model of El Naturalista
seem to be brand reputation, corporate culture, internationalization, quality and
innovation. As the general director told me “the consumer is very intelligent so

that you must be very honest and authentic with what you do. If you lie you get
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caught very quickly. Also, in times of crisis people scrutinize even more the
products”. In this regard it seems that their competitiveness advantage from
their competitors is its this DNA formed by the abovementioned three P’s,
where they “believe in the essences, in a shared perspective of how to live life,

in how to work in a place where social transformation takes place”.

Interface

Interface is the worldwide leader in design, production and sales of
modular carpet for the commercial, institutional, and residential markets, and a
leading designer and manufacturer of commercial broadloom. Interface
currently controls about 35% of the estimated 3 billion US$ global modular
carpet tile market. Carpet tiles are uniform floor covering modules that are
easier to maintain and replace than broadloom carpet, and currently represent
about 90% of Interface’s revenues, which in 2012 were US$ 932 million, down
from about US$ 953 million in 2011 due to the economic downturn, which hit the
construction industry particularly hard. Nevertheless, until 2011 Interface had
maintained above industry average yearly growths and remains, today, the
leading company in the sector. Interface sells under the brand names
InterfaceFLOR, FLOR, Bentley Prince Street, Prince Street House and Home,
and Heuga Home. Interface is also involved in specialty chemical production,
marketing under the name InterSept. It also produces vinyl carpet tile backing
and specialty mat and foam products. The company operates mainly in North
America, Asia and Europe, but it is expanding its presence also in Latin
America and Africa. It is headquartered in Atlanta and has factories in the US,
UK, Netherlands, Thailand and Australia, and is currently developing a new

factory in China.

Interface is a company known in the industry for having lived a drastic
strategic shift in the 1990’s when its founder and CEO, redirected Interface’s
industrial practices to include a focus on sustainability without sacrificing its
business goals. Anderson developed the vision 2020, under which Interface
aims “to be the first company that, by its deeds, shows the entire industrial
world what sustainability is in all its dimensions: People, process, product, place

and profits — by 2020 — and in doing so we will become restorative through
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the power of influence.” That is why Interface is considered a particularly
innovative company in sustainability policies. For instance, they do not say that
they sell modular carpet, but rather “environmentally responsible modular
carpet”. This has translated in the production of carpets using recycled
materials and developing a sustainable carpet. That is why well known
publications like Fortune talk about Interface as one of the “Most Admired
Companies in America” and one of the “100 Best Companies to Work For.” In
fact, Interface has recently leveraged its position as a business leader in
sustainability by creating a consulting arm called InterfaceRAISE. The objective
is to help other companies develop similar sustainability strategies and
products, understanding that collaborating will probably make change come
about more rapidly and in greater quantity. In its 2012 annual report Interface
claims that three of its key competitiveness strengths are its ‘“innovative
capabilities”, its “reputation for quality” and its “position as a global sustainability
leader”, all of which, according the Interface, are closely connected to their CSR

policies.

Interface’s dedication to CSR has evolved into the company’s Mission
Zero commitment — which is the “promise to eliminate any negative impact
Interface has on the environment by 2020”. To achieve their goal they
developed a policy based on 7 fronts of action, which they present as a
metaphor where the goal is “to climb mount sustainability” and the way to do
that is through “climbing the 7 faces of sustainability”. (1) eliminating waste,
which aims to eliminate all forms of waste in every business area; (2) benign
emissions, to eliminate toxic substances from products, vehicles and emissions;
(3) renewable energy, to reduce energy demands and simultaneously substitute
current sources with renewable ones; (4) closing the loop, which aims at
redesigning processes and products so that all sources used can be recovered
and reused; (5) resource efficient transportation, transporting people and
products efficiently and reducing emissions; (6) sensitizing stakeholders,
creating a community around Interface that understands the ecosystem; and (7)
redesign commerce, to focus on the delivery of service and value instead of

material.
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Some examples of interesting policies and projects developed at
Interface, include the FairWorks project developed in India; the new business
line | mentioned earlier called Interface RAISE to help other companies become
more sustainable; the development of the Emission Zero document with clear
goals in terms of timeframes and objectives; the Zelfo project to develop a new
cellulose based material; the institutionalization of the sustainability council;
training all Interface employees in sustainability issues; making some Interface
employees sustainability “ambassadors” for the company; generating products
built on bio based materials; verifying and certifying externally many of their
initiatives, such as ISO, green manufacturing, green showrooms, or green
products; focusing a lot of their R&D on sustainability concepts such as bio
mimicry to develop projects such as the ceramic tiles system they call
Versaflex; designing products with high recycled content and developing
systems to separate and recycle their carpet tiles and making all their factories

run on alternative energies.

The focus of Interface’'s CSR policies is on environmental issues,
particularly in issues of production, transportation, energy, waste management,
and facilities. Although as shown, their seventh and most advanced front of
action in “climbing mount sustainability” has to do with socio-economic
transformation (i.e. redesign commerce), most of their resources are devoted to
environmental impact assessment and minimization. The company’s philosophy
is that “Interface’s sustainability journey is marked by measureable
achievements and inspiring stories. Our commitment to sustainability has

generated considerable results ...”.

Mango

Mango is a 100% Spanish owned multinational company dedicated to the
design, manufacture and marketing of clothing garments and accessories,
traditionally for Women, but since 2007 also for man, and since 2012 also for
kids. It is a Barcelona-based company founded in 1984, with revenues of over
€1.6 billion in 2012, operating almost 2,600 points of sales in 109 countries, of
which about 70% are franchises. As of 2012, Mango had over 12.200

employees. Currently the company is continuing its expansion into countries
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such as China, Italy and Australia, and is now the second largest exporting
company in the Spanish textile sector (84% of revenues come from abroad)
behind Inditex (Zara), opening new shops at a rate of two new shops per week,
and producing over 100 million clothing items per year. The business model of
Mango is based on three factors: (1) the Mango concept focused on brand
image; (2) a state of the art logistic system designed and operated by Mango;
and (3) a young and dynamic work force. The company is privately owned, with
a majority stake for the company founders and top executives, the Andic
brothers, two Turkish immigrants who moved to Barcelona when they were

teenagers.

Being in the textile sector, Mango’s original interest in CSR came more
from a risk management issue than a proactive commitment. After major
scandals for the sector such as the Nike workshop controversy in the 90’s, most
worldwide large textile manufacturers developed CSR policies. The main
problem for the sector was that textiles usually have very complex supply
chains, mainly due to its labor intensive product, both in terms of number of
suppliers as well as in their location usually in developing countries. For
instance, Mango had more than 260 suppliers in 2012 operating a total of about
515 factories, being China, Vietham, Morocco and Turkey the largest with an
aggregate 80% of suppliers form these countries, although it also had suppliers
in many other countries such as India, Pakistan, or Bangladesh. However,
although the origin of the interest in CSR was a reaction to perceived risks and
market pressures, currently Mango’s CSR strategy is a central part of the
business strategy, particularly in regards to supply chain management. As they
put it “Mango is successful if we are able to meet the expectations of our

stakeholders”.

Mango’'s CSR strategy includes many different practices, including
environmental testing of all products in laboratories before they reach the stores
based on standards that are even higher than the ones recommended by
Greenpeace. It also has strong policies for human resources, energy use,
transportation and other such standard practices. Mango’s CSR policies are
divided in 5 areas: (1) economic, meaning ethical and responsible management

of the company, its investments and operations; (2) labor practices and rights,
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meaning work-life balance, communication, training and development, equal
pay and opportunity, etc.; (3) environmental, meaning minimizing the footprint of
Mango’s operations and the lifecycle of its products; (4) quality and safety of
products, meaning control of harmful substances in all products, packaging,
reuse of boxes, shipments and transportations, eco-efficiency criteria in logistics
centers, 1SO14001 certification, etc.; and finally (5) commitment with society
meaning developing organic products, no fur policy, collaborating with
awareness campaigns such as The Clean Clothes Campaign
(www.cleanclothes.orq), giving money and products to social initiatives, etc.

However, because of its sector and business model, the emphasis of
Mango’'s CSR policies is mostly on their supply chain, and particularly on
controlling and auditing the social and environmental behavior of their 264
suppliers. These CSR policies revolve mainly around the issue of pushing all
suppliers to comply with Mango’s social and environmental codes. In this area
the CSR Department has the responsibility to audit all suppliers, as well as all
new products from production lines, and certify compliance with Mango’s social
and environmental policies. Non-compliance is ground for interrupting the
collaboration. Furthermore, suppliers are rated base on the degree of
compliance and are “encouraged” to move up the rating, in terms of improving
their social and environmental policies. In 2012, 100% of all Mango suppliers
underwent social and environmental audits, and all new products from the

production line were tested and approved before reaching the stores.

All suppliers are audited by an external consulting form recommended by

a non-profit called Setem (www.setem.orq), which is the Spanish partner of the

Clean Clothes Campaign. As a result of this control of the entire supply chain,
since 2010 all Mango products and stores have the “Made in Green” label given
by Aitex (ww.aitex.es), which certifies that all Mango products are free of
harmful substances, and that they have been produced minimizing the
ecological footprint and observing human rights. Aside from these initiatives,
since 2009 Mango is trying to establish policies to reduce its negative impact on
climate change. According to the calculations from the Universitat Pompeu
Fabra, in 2012 Mango generated over 260,000 Tn of CO2. The problem is that
over 70% of the CO2 emissions are generated through transportation and
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electricity in stores, which are two areas very difficult to reduce. Mango has
conducted some studies to try to change the lighting of its stores, reduce its
brightness or turn the lights off at night, but in all instances the reduction in
energy consumption generates an equal reduction in sales. With that in mind
Mango has commissioned a task force to try to come up with an innovative way
to reduce energy consumption without hurting sales, and is hoping to have a

solution by 2015 that can be gradually implemented.

Tecnol

Tecnol is a small company that was created in 1997 in Reus, a city in the
south of Catalonia. It is privately owned company, mainly by its founder and
president Xavier Martinez. Tecnol’'s main activities involve producing, selling
and installing paints, waterproofing sealants, chemical fluids, surface
treatments, raisins and mortars for the construction industry. In that regard,
although one could argue that Tecnol is in the chemical industry, they consider
themselves part of the construction industry in that Tecnol does not sell
products to the public, but rather only to construction projects directly. Because
of that, as most companies in Spain, Tecnol is going through some really
difficult times since 2008 when the construction crisis hit the Spanish market.
Since 2009 Tecnol’s sales have gone down steadily, and consequently the
company has been forced to reduce its structure, both in terms of number of
employees but also in terms of presence, sales offices, and manufacturing
capacity. However, | conducted the interviews and field work in 2009, when
Tecnol had revenues exceeding €35 million, and over 600 employees, and
Tecnol was enjoying a sustained and robust annual growth above industry
average. At the time | conducted my field research in 2009, Tecnol operated
throughout Spain with 12 territorial offices and over 50 delegations, and also

had offices and representatives in Andorra, France, Portugal, and Rumania.

When writing this dissertation, | considered the possibility of pulling
Tecnol out of the research because it was the first case | did and | do not have
recent data. However, | decided to maintain the case based on the idea that at
the time | conducted the field research Tecnol fulfilled all the requirements to be

part of the research, namely that it was a very competitive company, growing a
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lot every year, and was famous for its CSR policies. Also, although | have not
interviewed or visited them in the last four years, it seems that through the crisis
Tecnol has not abandoned its strategy of placing CSR at the heart of the
organization, judging by the fact that in 2012 Tecnol renewed its commitment to
the United Nations Global Compact, or the fact that in 2011 it received an
annual award from AEDIPE (the Spanish Association for Directing and
Developing People) for its human resources strategy, particularly in terms

innovation in policies in the areas of work-life balance, flexibility and training.

Tecnol's CSR strategy focuses mainly on labor practices and rights. In
fact Tecnol’'s CSR activities originated more from a business imperative than
from a vision of CSR or contribution to sustainable development. Being in a
small town and working in the construction area, initially Tecnol had big
problems to attract and maintain talent, particularly in its sales force. In the early
years, the turnover of salespeople was very high while the productivity of the
workforce was very low. They were unable to attract people with experience in
the sector and although they spent significant resources in training employees,
after they had acquired experience they left the company. That was a big
problem, because Tecnol's business model is based on a high degree of
specialization in the development of innovative chemical products for the
construction sector, with a particularly high level of quality in products and
services, which requires a very talented and engaged workforce. To maintain
these processes, the company’s strategy focuses in two areas: (a) research and
development to insure high quality products and services; and (b) innovative
and advanced human resources policies to attract and retain talented
employees that naturally would not be interested in such a small and relatively
unknown company. It is in this last aspect where Tecnol focused its CSR
policies and where it found opportunities to gain competitive advantage. In that
context, one day Xavier Martinez, the founder and owner, attended a
conference on CSR policies, where some executives discussed how CSR
policies had positive effects on human resources, particularly in terms of
attracting talent, developing them, and maintaining an engaged workforce, and
he saw it as an opportunity to differentiate the company and solve some of the

problems it had with workers.
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Tecnol's CSR strategy is to provide a work environment that is fair, but
also gives the opportunity for workers to develop not only professionally, but
personally as well. With that in mind, Tecnol developed a total of 28 CSR
projects oriented toward its employees, providing things such as: tickets to go to
the theatre or other leisure shows (sports, amusement park, etc.); discounted
prices on Tecnol products; presents for birthdays; funding 90% of the cost of
training if it is related to the worker’s job, or 60% of the cost if the training in not
job related; Christmas presents; positions for disabled people; assistance to
people with newborn, including products and assistance to pay for the
kindergarten; job flexibility for workers with small children, such as reduced
work days, or spreading the holidays to work the entire summer part time
instead of taking a one month holiday; monthly assistance to workers with three
or more children; presents for workers getting married; collaborations with
different non-profits; medical services and insurance; legal services; fiscal
services; free parking; price reduced catering services for daily lunch; or
working flexibility among others. All together in 2009 Tecnol spent more than
€500.000 a year in CSR, which represented over 1% of its revenues. The result
was a dramatic reduction in employee turnover and a rapid increase in
productivity, as well as a strong public image, wining several prices for their
work-life balance programs. Tecnol is also certified in SA8000, which is an
international standard on labor practices, ISO14001, which is an environmental
standard, and ISO9001, which is a quality standard. In fact, Tecnol was a
pioneer in that it was one of the first companies to receive the three
certifications (quality, human rights and environment). Tecnol was also the 12t
company in Spain to be certified as a family responsible company
(www.certificadoefr.org), which is a scheme that certifies family owned

companies that have advanced work-life balance programs. Besides that
Tecnol has won many prizes for its work in CSR, which have given it notoriety
and a good reputation, which it uses to build strategic alliances with larger

companies.
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Vodafone Spain

Vodafone Espafais the Spanish subsidiary of the Vodafone Group,
which was born from the acquisition a consortium between three companies:
Airtel, Sistelcom and Reditel. Airtel was the original Spanish phone operator
and Vodafone Spain maintains in large part some of its corporate culture and
practices. In fact, many of the people | interviewed at Vodafone Spain at one
point or another referred to Airtel as the origin of many of its practices,
particularly in terms of CSR. In this regard, Vodafone Spain is a case somewhat
parallel to DKV Spain or Danone Spain in that while it is a subsidiary of a large
multinational, it is a leader and pioneer in the group in many CSR policies,
maintaining in large part the corporate culture of the original Spanish company
that was bought by Vodafone. Airtel was one of the two original phone
operators that bought licenses when the market was liberalized in Spain back in
1994. Vodafone purchased 74% of Airtel in 1999, and created Vodafone Spain.
As of 2012 the Vodafone Group was operating in 32 countries, with about 150
million clients, over 86.000 employees and over 46.000 million € in revenues.
Vodafone Spain has 17 million clients, over 4.000 employees, and revenues
close to 5.500 million €. This makes Vodafone Spain over 10% of the Vodafone
Group in terms of clients and revenues, which means that it is one of the most

important subsidiaries for the multinational.

Airtel was already a company that was quite a pioneer in Spain in terms
of CSR practices, which may explain why Vodafone Spain has been so active in
the CSR field, where it is regarded as a reference, particularly in the
telecommunication sector. In this regard Vodafone Spain is currently already in
the middle of its third CSR strategic plan, which currently covers the 2010-2015
period. The current plan has the mission to “be admired as an ethical company
that behaves in a responsible way, and provides services that contribute to a
more sustainable society for our customers”. This central CSR mission is
detailed in the strategic plan through three central objectives: (1) be a leader in
ethical, honest and responsible behavior; (2) be a leader in eco-efficiency doing
more with less; and (3) be leader in the development of more sustainable

societies. Thus, Vodafone Spain puts at the center of its CSR strategy the idea
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of going beyond compliance or even being active, as the goal is to become a

pioneer and a leader in the field of CSR.

These three strategic objectives are then further detailed through the
development of 8 specific goals: (a) ensure the responsible behavior of the
organization; (b) promote the responsible behavior of local suppliers; (c)
develop initiatives to ensure the responsible and safe use of products and
services by customers; (d) reduce CO2 emissions by 50% by 2020; (e) develop
sustainable initiatives relevant for clients; (f) develop accessible products and
services and channels; (g) produce products and services for third sector
organizations; and (h) develop products and services machine to machine that
contribute to reduce CO2 emissions of other sectors. Looking at these 8
objectives, it becomes apparent that Vodafone Spain aims to become a leader
in CSR by focusing on first, embedding CSR throughout the organization;
second, influencing its value chain, from suppliers, to investors to customers;
and finally, to contribute to society as whole by providing solutions that go
beyond Vodafone and its customers. Furthermore, it becomes apparent that the
CSR strategy is very well integrated in a competitive model, as it focuses on
strengthening the brand and the reputation, but also on improving products,
services and business processes through innovation. This focus on leadership
and innovation becomes clearer if we look at the seven principles that are
supposed to guide behavior at Vodafone Spain, which focus on things to do and

not to do in regards to each of these seven principles, as we can see in Table 5:

Table 5. Vodafone Spain 7 CSR principles

Principle Always do... Never do...

Customer obsessive: the client Listen and ask questions with the aim | Prioritize short term objectives that

above all of detecting the needs and may threaten a long term one

expectations of clients

Ambitious and competitive: Workers should motivate and inspire Compete internally nor concentrate

energy and passion for work each other, celebrate and be proud on particular objectives that take

aiming at becoming better of success them away from a global perspective

Speed: pursuing results that are Plan and organize, resolve problems Become stuck by unnecessary

important for business as soon as they are detected, commit | processes, commit to timings

the teams sacrificing quality

Simplicity: do things simply

Look for simple solutions to big

problems, communicating solutions

Prioritize simplicity at the expense of

providing added value, avoid simple
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in a clear and simple manner or obvious solutions

Innovational hungry: create to Provide new ideas to improve Resist change and new ways to do
satisfy the client constantly, share failures to learn things

from them, promote innovation

One company, local roots: work to | Foster and value diverse Ignore local needs, stop sharing the

achieve the best results perspectives, better practices to things that can make them better
apply to the group

Trust: transparent and committed Fulfill their promises, are honest, Say one thing and do a different one,

with stakeholders empower their people, trust others stop saying things when saying them

is the right thing to do

From the guiding principles it becomes clear that Vodafone Spain wants
to build its CSR policies on becoming a leader in responsibility, engaging all its
stakeholders, and integrating CSR, competitiveness, and innovation.
Regardless of whether formulated explicitly or not, these principles integrate
issues such as transparency, reporting, dialogue, diversity, social and
environmental innovation, employee engagement, and long-term approach. The
CSR strategic plan is then detailed in many specific projects such as connected
agriculture, improved solid waste management, healthcare, products for
physically challenged people and so forth. All these different projects are very
different, but they share this idea defined through the 7 guiding principles that
all initiatives should: (a) be connected to Vodafone’s business (i.e.
telecommunications related), (b) should be innovative and (c) should contribute
to address a specific social or environmental problem. Perhaps that is why
since 2010, Vodafone stopped using the term CSR, compliance and
responsibility, to refer to all these issues as “sustainability”, understood as both
contributing to a more sustainable world as well as making Vodafone
sustainable as an organization. As the Vodafone Spain’s sustainability director
told me “since September 2010 our strategy is defined as sustainability
strategy, but the name change does not respond simply to a change in terms,
but rather a change in strategy, which has gone from minimizing negative

impacts to developing solutions for a more sustainable world.”

One example of the CSR (now sustainability) strategy at Vodafone Spain
is its Foundation. Most company foundations or charities have some funds that

then they proceed to distribute in different philanthropic projects. In Vodafone
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Spain, however, that foundation employs mainly telecommunication engineers
and its main function is the development of new products and services directed
at groups of people who suffer some specific problems and challenges, such as
physically challenged, abused women, people from rural areas that are digitally
excluded, and so forth. The Foundation works at developing solutions specific
for these groups. But then the Foundation has periodic meetings with the
business development unit to explore business opportunities that may arise
from these innovations, and sometimes these opportunities arise. For instance
the service that is currently provided that transforms voice messages to text,

originated from an innovation designed for deaf people.

Initial glance over the 8 cases

In all eight cases CSR has a significant and positive impact on firm
competitiveness, which confirms once again the conclusions from the
preliminary study presented in Chapter 3. However, | was unable to find a
common responsible competitiveness strategy to all cases, as the
competitiveness factors affected by CSR vary from company to company. In
this regard, although evidence shows that there is a direct and positive effect of
CSR policies on firm competitiveness, there is no common way across the eight
cases in which this impact is achieved. All eight companies have quite
comprehensive CSR policies covering different areas such as community
relations, labour practices, environment, reputation, research and development
or marketing to name a few, but the focus of their CSR strategies in terms of
resources and importance given to the task is different for each company:
climate change for Aeon, organizational culture for Danone, business strategy
for DKV, branding for El Naturalista, sustainability for Interface, supply chain for
Mango, human resources for Tecnol and identity for Vodafone. That is,
apparently all eight companies derive unique and inimitable value from their
CSR policies (Barney, 1991), by integrating CSR in their respective business
models so that it becomes truly strategic CSR (Porter and Kramer, 2006), but
that each of them does so by focusing on their core competencies or the areas
in which they already enjoy a competitive advantage (Barney, 1991; Prahalad

and Hamel 1990). In other words, the eight companies are similar in that they
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all have responsible competitiveness strategies, but at the same time they are
all different in that each of them has a different competitiveness model, and

therefore CSR seems to fit into each model differently.

This means that CSR generates value, but that the value generated
differs depending on the business model and context of each organization.
Thus, the initial conclusion from this first glance over the eight case studies is
that for some companies CSR generates particular value in helping improve
relations with clients and employees, for other companies it is about having
more and better control over the supply chain, yet for others it is about being
innovative both in terms of products and services as well as in business
processes, and so forth. That is not to say that there are not some areas in
which responsible competitiveness has consistently a positive impact for all
eight companies. There are some common areas to all eight companies in
which they develop CSR policies and where they do derive some value, such as
strengthening corporate reputation, building branding, or improving the quality
of stakeholder engagement, particularly with employees. However, these
common areas positively impacted by CSR are not the areas where companies
seem to derive competitive advantage. In fact, it seems that all eight companies

derive similar value from these areas and that it is not a differentiating factor.

Therefore, the second initial conclusion from this first analysis is that
there are some common areas shared among all eight cases where they
develop CSR policies and activities, although more often than not these areas
are not as strategic as they seem to be shared practices quickly becoming
common across industries, and therefore unable to provide unique value
(Prahalad and Hamel 1989; Porter 1996). That is, on first glance it seems that
all eight cases derive two types of value from developing responsible
competitiveness strategies: (1) a unique value specific for each company and
closely linked to the firm’s core competencies and competitiveness model,
which is therefore firm, industry and context specific; and (2) a general and
shared value inherent to implementing strategic CSR across business
processes, particularly in how responsible competitiveness helps organizations
internally (employee engagement) and externally (stakeholder management,

branding, reputation).
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However, the focus of this research is not to confirm whether there is a
connection between CSR and competitiveness (this was a departing
assumption confirmed by my preliminary study), but rather how companies
develop and manage responsible competitiveness strategies, policies and
practices. Thus, the focus of the dissertation is not on why the eight cases
integrate CSR in their business strategy, but rather how they manage that
process. In Chapter 6 | will try to address this issues, discussing my findings on
how the eight companies studied define and manage responsible
competitiveness, how they design their CSR strategies, measure the impacts
and transform policies into practices. As | will show, reputation seems to be a
central factor in both developing and implementing responsible competitiveness
in all 8 cases, but mainly as a way to construct a coherent CSR narrative
(Langley 1999).
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Chapter 6 — Managing responsible

competitiveness

A version of this chapter was published:

Vilanova, M. 2010. Responsible Competitiveness: Exploring the Link Between Corporate Social
Responsibility and Core Competitiveness Factors. Journal of Creativity and Innovation. Peter F.

Drucker Society of Korea, vol. 3 no. 2, 17-53.

“l keep six honest serving-man

(They taught me all | knew);

Their names are What and Why and When
And How and Where and Who”

Rudyard Kipling

Connecting CSR and competitiveness factors

As mentioned in Chapter 5, evidence from the eight companies analyzed
shows that CSR policies have an impact on different and diverse
competitiveness factors such as reputation, clients, knowledge management,
human resources, innovation, quality, supply chain management and
community relations. In that regard, all eight cases apparently share three
things in regards to how CSR impacts competitiveness: (1) CSR does not
impact a single but multiple competitiveness factors; (2) there are different
degrees of impacts within each case; (3) the degree and direction of the impact
are intangible, and therefore extremely difficult to measure. For instance, all
eight companies seem to share the idea that ‘it is evident that corporate
reputation is significantly improved by implementing CSR policies”. However,
they also seem to understand that the impact is not a differentiating factor in the
sense that “all companies are doing CSR nowadays, so that having policies is
almost a must”, so that “the public does not necessarily see the difference
between companies that have serious CSR from those that don’t”. Therefore,

for these companies CSR policies are developed not as a response to a social



expectation, or not only for that, but rather built on the idea that when CSR is
managed as a truly and genuine strategic factor, it can deliver significant value
for the company, which then translates into different outputs such as products,
services, reputation, or image. Put differently, all eight companies seem to
agree that CSR impacts several competitiveness factors, but they understand
that most of these impacts are common to different companies and therefore do
not create unique and specific value for the company. Thus, what each
company does is search for the areas in which CSR can generate specific and
unique value for the company, without discarding the CSR practices inherent to
CSR that generate less significant but more general value, such as improved
reputation, trustworthiness, or stakeholder dialogue. This means that as |
mentioned in Chapter 5, there are some common CSR factors as well as some
unigue ones for the eight companies, but the real differentiating value comes
from the unique CSR factors. However, the differentiating factors are not unique
in the sense that none of the other companies address it, but rather in that the
weight and importance the company gives such factor is different than how

other companies deal with it.

For instance, one of the competitiveness factors identified in the case
studies as generating strategic value due to the implementation of CSR policies
is clients, where “our CSR policies increase client retention, predisposition of
potential clients to listen to us, and our clients recommending us by word of
mouth”. However, the impact on clients is not only due to an improvement in
reputation or to an association with some worthwhile initiative, but also to the
fact that “today there is a perceived correlation between CSR and quality, where
people believe that companies that design products and services taking into
account sustainability issues have better quality standards”. Knowledge
management is another example of a key competitiveness factor where relevant
impacts are identified, as “having to generate information about CSR issues
from our different units generates a certain knowledge that is not produced
anywhere else in the company”. For example, one of the interviewees claimed
that “currently nobody in the company, not even our quality department, has the
knowledge about our suppliers that we have in the CSR department”. This

means that implementing CSR in this instance is not so much about risk
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management, or better not solely about it, but rather about “changing the way

we relate with our suppliers”.

Another competitiveness factor that seemed relevant in the companies
studied was human resources, where all eight companies understood that
implementing CSR issues in their labor practices and rights, including work-life
balance policies, generated a “notable impact, especially in terms of
productivity, work climate and attraction of talent”. As in the case of suppliers,
the eight companies here saw an opportunity to use CSR policies to transform
or improve the relationship between the organization and its workers, as
companies perceive that “the worker gives to the company when he sees that

the company is doing the same toward him”.

Innovation is another competitiveness factor where there is a relevant
impact from implementing CSR strategies according to the eight case studies,
especially in terms of developing new products and services, but also equally
importantly “changing some business processes, such as the way we audit our
suppliers”. Examples of innovation would be DKV’s easy to understand
insurance contracts, Aeon’s CSR oriented private brand, Danone’s health
products, Mango’s new transportation system directly from workshops to shops,
Tecnol’s work-life balance policies, El Naturalista’s Recyclus collection of fully
recyclable shoes, Vodafone’s mobile services for the hearing impaired, or
Interface’s Quest program to generate innovation through workers’ ideas and

proposals around CSR.

Reputation seems to be a critically important issue for all eight cases in
terms of understanding and developing CSR within the organization. All
companies measure the impact of CSR policies on reputation, either with their
own internal surveys or through tools such the Reputation Institute’s RepTrak

(www.reputationinstitute.com). In fact, in all eight cases the CSR managers of

each company expressed that one of the responsibilities of their job was ‘o
make sure that we have a clear and coherent message in terms of CSR, and
that means spending a significant amount of my time in communication”, which
apparently often means ‘talking with people and organizations that have

complaints about us so that we can solve potential reputational problems”.
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In the introduction to this dissertation in Chapter 1, | explained how
businesses relate to society through practices, and that in this relationship
companies construct their meaning and vision, and at the same time acquire
legitimacy to operate as actors that contribute to society (see Figure 1 in
Chapter 1). Looking at the eight case studies it becomes apparent that these
companies internalize this relationship between business and society by finding
a way to connect competitiveness (which represent the essence of business)
with CSR (which represents the expectations of society). Furthermore, as |
showed in the preliminary study in Chapter 3, companies drive CSR externally
mainly through reputation, and internally through corporate culture and identity,
and establish internal processes to turn responsible competitiveness ideas into
practices through strategic thinking, stakeholder management and
accountability practices, establishing a process of learning and innovation (see
Figure 7 in Chapter 3), where the firm learns and evolves by understanding how
CSR helps its competitiveness, and then innovates practices, processes and
business models based on this new understanding of the organization and its
vision. This internalization of the relationship between business in society
through connecting competitiveness and CSR, and turning that into a learning

and innovation process can be summarized in Figure 10.
Figure 10: connecting CSR and competitiveness
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Managing Responsible Competitiveness

As shown in Figure 10, although the eight companies seem have
different focuses in terms of their CSR vision, they do tend to frame and
internalize their respective responsible competitiveness strategies through
strategic design, stakeholder management and accountability. Strategic
development (Porter, 1996; Mintzberg, 1987) should depart from defining a
clear vision of where the company wants to go in terms of CSR and designing a
responsible competitiveness plan on how to get there (McWilliams and Siegel,
2001). Once the plan is designed, the organization needs to turn the plan into
action, which means turning strategies into practices and measuring and
reporting on such practices and the impact they have both on the company as
well as society (Keeble et. al. 2003; Searcy, 2012). In other words, the company
needs to develop accountability practices (Elkington, 1995). In the end, the
responsible competitiveness strategy must be integrated in the core of the
organization’s business model and competencies (Prahalad and Hamel, 1990),
including products and services (Porter and Kramer, 2006). Finally, since
responsible competitiveness is a transversal issue that will transform most
business practices, this requires understanding and managing how responsible
competitiveness will change our stakeholder relations (Freeman, 1984). As
seen in Table 6, evidence from the eight case studies shows that all companies
have developed some policies and activities for each of these stages of the
process of implementing a responsible competitiveness strategy (Mirvis et. al.
2006).
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Table 6: Summary of findings on managing RC

Impact on Strategic CSR Accountability Stakeholder
compet. management
Impact on Plan Vision | CSR impact CSR Change in New
products and indicators | stakeholder partners
services relations

Aeon Yes Partly Yes Yes High Some Yes Yes
Climate change

Danone Yes Yes Yes Yes High Many Yes Yes
Culture

DKV Yes Partly Yes Yes High Some Yes Yes
Strategy

El Yes Partly Part Yes High Few Yes Yes

Naturalista Branding

Interface Yes Yes Yes Yes High Many Yes Yes
Sustainability

Mango Yes Yes Part Yes High Some Yes Yes
Supply chain

Tecnol Yes No Part Yes High Some Yes Yes
Human
resources

Vodafone Yes Partly Yes Yes High Some Yes Yes
Identity

Evidence from the eight case studies shows that while all eight
companies have a defined vision in regards to CSR, their strategic plans on
how to get there are not always formulated, particularly in the medium and long-
term. Also, the effect of this strategy on products and services differs from
company to company, where more often than not CSR is focused on some
product lines, and even then at different levels. In terms of management, all
companies have a clear perception that the responsible competitiveness
strategy generates significant value for the organization, but in many cases the
impact is not actually measured, but rather perceived. Finally, all companies
confirm that one of the difficulties and particularities of managing CSR, is the
need to engage different stakeholders, including non-traditional ones, which
requires developing new competencies and changing business processes, such

as involving stakeholders in strategic reflection or innovation procedures.

In this chapter | will try to discuss in further detail these findings
summarized in Table 6, and at the end | will show that while each of these
companies seems to have a different responsible competitiveness strategy,
there is one common denominator to all of them, which is reputation. However,
reputation in the eights case studies is not the objective or the responsible
competitiveness strategy, but rather the tool used by the organization to
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rationalize why the company needs such a strategy. In other words, one of the
conclusions from the eight case studies is that corporate reputation helps the
eight companies develop a CSR narrative that fits with the organization, its
business and the context in which it operates, and use this narrative to drive
reputation externally and build culture internally.

The impact of CSR on products and services

Companies are living things, where the different parts of the
organizations are deeply connected and intertwined (Mintzberg, 1981). That is
why most strategic business issues have a direct or indirect impact on the entire
organization (Stern and Stalk Jr. (eds.), 1998; Stern and Daimler, 2006). CSR is
a clear example of a business issue that can be strategic for many companies
(Williams, Siegel and Wright 2006). One way by which to discriminate
companies that treat CSR as strategic issues from those that do not, is by
looking at whether the issue has an impact on its more strategic assets and
competencies (Barney, 1991; Mackey, Mackey and Barney, 2008; Prahalad and
Hamel 1990). In this regard, companies that consider CSR as a marginal issue
they need to deal with because of external pressure usually frame it as a one
dimensional issue, while companies that think of CSR as a strategic issue frame
it as a multifaceted business issue that has an impact on some of the most
important practices of the organization (Hart and Milstein, 2003). One central
piece of business strategy across all organizations is product and service
design and development, whereas looking at products and services can usually
tell a lot about the business model and strategy of the organization (Anderson
and Zeithaml, 1984). Thus, a first step in evaluating whether the eight
companies studied truly deal with CSR as a strategic business issue is by
looking at whether in each of the cases CSR has a direct impact on products
and services. As shown in Table 6, evidence shows that CSR has some impact
on products and services in seven of the eight cases, and that the degree and

significance of such impact differs greatly among cases.

On first glance one could conclude that in some of the cases studied,
CSR is not as strategic as some if these eight companies claim. However, here

the issue is not simply about how much each company integrates CSR in
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products and services, but also how much each company has the capacity to
integrate it. In other words, each of the companies has a different level of power
and influence on the design and development of its products and services. For
instance, El Naturalista, Interface and Mango have complete control on
products and services; Danone, DKV and Vodafone have a partial capacity of
influence as subsidiaries that market products often designed by headquarters;
Aeon only has the capacity to decide on its own brand, as it sells mainly other
companies’ products and services; and finally Tecnol is a unique case, as being
such a small company that deals solely with business to business products and
services only has a very limited capacity to transform the characteristics of its
products. Nevertheless, in Tecnol | found that the CSR strategy was focused
mainly on human resources, and therefore only affected products in so far as
human resources indirectly affect product and service development, but CSR
was not a proactive and clear part of their product and service strategy.
Therefore, the strategic integration of CSR on products and services needs to
be analyzed relative to each company’s capacity to influence product design
and development. In this regard, seven of the eight cases seem to go out of
their way to change in some way their products and services, albeit in different
speeds and degrees of transformation, depending on their capacity to decide

and change products and services in order to integrate CSR.

AEON focuses its CSR strategy on the three most strategic factors for
the company: (1) clients; (2) stores; and (3) products. That is, Aeon centers its
CSR strategy on transforming the way its stores, and its products and services
are designed and delivered, including strategic issues such as store design and
construction, product development, transportation, labelling, or client retention
programs to name a few. Therefore, it appears that Aeon’s CSR policies affect
in some way all their products and services, as they determine how stores are
designed and how consumers “experience” shopping at Aeon. However, being
a retailer Aeon sells products and services from thousands of different
producers, and therefore has a very limited influence on the effect of CSR on
such products. The only product line sold at Aeon where the company is solely
responsible for entire product and service catalogue is their private brand called

TOPVALU. Here Aeon has strict and advanced CSR policies in place, including
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social and environmental audits of all suppliers. However, TOPVALU only

represents about 15% of total Aeon sales.

Danone considers CSR in product development. In fact Danone has a
strategy focused on products, where the goal is for products to integrate social
aims (health and nutrition, human rights) as well as environmental
(transportation, sustainable farming, water, transportation and packaging),
where as they put it “the unique nature of this product portfolio gives Danone a
positioning that marks a difference among food industry players”. Health and
nutrition seems to be the heart of Danone’s business strategy, so that CSR
content of products and services is not only aligned, but an essential part of the
competitiveness advantage the brand has. That is why many of the company’s
efforts in terms of R&D revolve around making improvements in the health and
nutrition contribution of products and services, where for example in 2012 over
25% of global sales came from products that had underwent nutritional
improvements between 2010 and 2012. In fact, Danone was ranked leader of

the first Access to Nutrition Index (www.accesstonutrition.orqg), which works to

assess every two years the major food companies on their policies, practices

and performance on nutrition.

Another thing that Danone aims to do in regards to the social sphere of
product and service development is to design products that are country specific,
not only in terms of tastes, but also in terms of the supply chain and local
traditions. This is also aligned with the company central value of “proximity”,
where “Danone proposes product offers consistent with these countries’ food
culture and heritage”. In regards to the environment, Danone focuses its efforts
on different fronts, but mainly sustainable farming, improvement of packaging
such as reduced amount of plastics and cardboards, experimentation with plant-
based plastics, reduction of water use, change of energy consumption, or use of
recycled materials. For example, 85% of farmers that supply to Danone are
audited and certified, and receive advise from the company on how to improve
their farming practices to minimize environmental impact. Another example is
that Danone has established as a global target that 100% of palm oil consumed
by the company is certified by 2014. These environmental policies are clearly

reflected on products, where for instance 5 of their top brands (Evian, Activia,
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Actimel, Volvic and Aptamil) are carbon neutral, which means that the CO2

emissions generated from the entire product life cycle is reduced and offset.

DKYV is an insurance company, and as such it is more difficult to integrate
CSR issues in products and services, as the products they offer are quite
standardized and often constrained by the legal framework. Furthermore, being
the Spanish subsidiary of a German company that is one of the largest health
insurance providers in Europe, DKV Spain has a limited capacity to change
products and services. Having said that, DKV Spain does try to integrate CSR
in its products and services. As in the case of Danone, the effort of DKV Spain
is well aligned with the business strategy, as the CSR policies are apparently
one of the main reasons why DKV Spain has been considered the best
insurance company by its clients between 2009 and 2012 according to the
responses of over 3.000 insurance costumers to the Reputation Institutes
RepTrak (www.reputationinstitute.com). DKV Spain’s policies regarding

products in services focus on three main areas: (1) responsible insurance

policies; (2) prevention; and (3) ethical management of the company.

Regarding insurance policies, DKV Spain has made many changes that
set it apart form both many of its competitors in Spain as well as even many of
the other group companies in other countries. Some examples are microcredits
for people at risk of exclusion, commitment to life-long insurance policies after 3
years as a client, accepting adopted children automatically as part of the family
policy with the same rights as natural children, increasing the oldest age to
accept new clients to between 70 and 75 years depending on the plan, or the
commitment to “clear language of insurance policies” where all insurance
contracts are reviewed by a philology professor who determines whether the
contract has language understandable to the average consumer.

Regarding prevention, DKV Spain has two initiatives: (a) a platform
specific for clients called “my plan for a healthier life” where clients can receive
information and feedback from experts on how to improve their habits to prevent
health problems and to increase their quality of life. Linked to this program DKV
has a program that gives annual awards to the clients who have best followed

these plans. And (b) another platform accessible to society at large called
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“Community Live Health” that promotes healthy habits and provides advise from
doctors, also providing a social space where people can discuss and share

health problems and issues.

As for the ethical management of the company, the policies here focus
on two areas as well: (a) ethics and (b) environment. Regarding ethics there are
several policies that have an impact on products and services, such as the
reduction in the response time of claims, transparency policies, or the
development of technological platforms to make it easier and quicker for
consumers to go through procedures. Here DKV Spain is the first and only
insurance company in the country to receive the SGE21 certification

(www.foretica.orq) of “Ethical and Socially Responsible Management”. Similarly,

DKV Spain was the first European insurance company to be certified as carbon
neutral according to Setem (www.ceroco2.0eg), and it has ISO and EMAS

certifications.

El Naturalista is a company that focuses its business model on a niche
market of selling cool design, high quality, relatively high market shoes, which
integrate CSR as a central part of their design process. | had the opportunity to
attend an international meeting of El Naturalista’s representatives and
distributors from around the world, and CSR is a big selling point for all their
products as well as an integral part of their shared product vision. However, the
organization is a fast growing still small company that has only 10 years of
existence. For example, although in 2012 it had 700 workers, most of them
where production workers at the factories, where there were less than 30
people working in the offices including design, sales, marketing, human
resources, administration, or operations. In this context, like any other small
company that is growing fast, they have a difficulty to institutionalize processes
and measure results, so that many of their activities are based on a declaration
of intentions, where the company talks in terms of “...doing that as much as
possible...”, or “... trying to achieve this...”, and things like that, but not really

presenting concrete numbers and figures.

This is true of El Naturalista’s CSR content in their products, where the

company claims to try to manage environmental issues by “working with
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traditional processes, recyclable materials and biodegradable components,
ensuring the respect for the environment”. Along the same lines, El Naturalista
also talks about social qualities embedded in products, particularly in terms of
controlling that all components of each product, from suppliers as well as from
their own factories, observe certain conditions such as equal opportunity,
diversity, fair pay, or hiring proximity suppliers. As | explained they do not have
clear targets and measurements on these policies, but they do try to advance in
that direction. For example, they have started to use some recycled materials in
different parts of the product (rubber, cork, plastics, etc.), they are substituting
traditional glues for water based ones, the wood they use comes from controlled
plantations 100% sustainable certified, 85% of suppliers operate in the proximity
of the factories, and all their packaging includes 90% recycled carton. Other
production areas where they try to integrate CSR issues are transportation,
energy use, water use, and fair trade among others.

El Naturalista also tries to develop CSR specific solutions, which are
usually developed in one specific product line, and then depending on its
success and replicability, included in more product lines. Two examples are the
Torial and Contradicion lines, which include the use of natural and recycled
rubber that aside from reducing the environmental impact allow for the
elimination of some adhesives in the production process. Another example
would be the lines Moai and Macabuca, which include some recycled
polyurethane in the soles. The Sassi line also includes a recycled leather
conglomerate in the soles. However, the best example from a CSR product
stand point for ElI Naturalista, is the Reyclus line created in 2008, which is a
product that not only uses all natural materials, at the end of the product line it
can be entirely dismantled and recycled. The problem is that the product line is
not very popular both from a design stand point as well as from a price
perspective, as the production process is quite costly. For example, soles are
hand stitched to the shoe with a string made of recyclable material, so that
increases the price of production but also gives a unique appearance to the

shoe.

Interface like El Naturalista is a company that not only integrates CSR on

products and services, it uses it as a strategy to differentiate from other

106



competitors largely based on the CSR qualities of products and services. This
becomes clear from the way Interface describes its products as “modular carpet
for business and residences, designer-quality broadloom carpet for the trade, all
designed, produced and distributed with a commitment to sustainability.” In that
regard, sustainability (which is the term Interface prefers to use rather than
CSR, but which for the purpose of this dissertation has the same meaning)
becomes a clear driver to innovate, where as they clearly state “our
commitment to sustainability has generated considerable results across three
key areas: Footprint Reduction, Product Innovation and Culture Change”. As |
explained in the case description in chapter 5, Interface integrates CSR issues
throughout the production process including transportation, energy use, waste
management or production facilities to name just a few, which allow the
company to estimate and manage its footprint. However, for Interface CSR is a

central driver for innovation in product design and development.

Sustainability/CSR is an important part of Interface’s product design
process, and it is aligned with the business strategy, as one of the company’s
long-term goals is to “design and manufacture sustainable closed loop
products”. To achieve that central goal, Interface focuses on three areas: (1)
biomimicry, which is the process of using nature as a model to design and
develop sustainable solutions, which has allowed some innovations such as the
‘i2” product line inspired by the “organized chaos” of the forest floor, the
“TacTiles” which also inspired by nature is a carpet installation system that
allows for the installations of carpets without using glue, or the “Fairworks” line
which is developed by putting together sustainable materials and traditional
skills from local cultures for example in India; (2) conducting a life cycle
assessment for each of Interface’s products, understanding the materials,
energy and wastes involved in each phase of the product’s life cycle, from raw
materials to recycling or disposal, to improve efficiency, reduce negative impact
and innovate in the production process; and (3) dematerialization, which means
maintaining the quality of products but trying to use less materials in the

manufacturing process.

Regarding manufacturing, Interface tries to innovate in the types of

materials it uses, collaborating with suppliers to integrate sustainability in
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products. Regarding the end of the product life cycle, Interface was the first
carpet manufacturer to implement a process for the clean separation of the
carpet components, allowing for the maximum amount of materials to be
recycled into new products. But perhaps the best example of how Interface tries
to integrate sustainability/CSR in its products is the “CoolCarpet” product line,
which was launched in 2003 and was the world’s first carbon neutral carpet.
Most of Interface’s products are certified using the Sustainable Carpet

Assessment Standard (www.nsf.org).

Unlike Interface or El Naturalista, Mango’s CSR policies are not directly
focused on products and services. Mango’'s CSR strategy departs from the
company’s values, which revolve around three spheres of “attitude, work and
brand”. Based on the company’s values, Mango developed a code of ethics,
which is the central piece from which the CSR strategy is built. In other words,
all CSR policies at Mango are designed to comply with principles defined in the
code of ethics. Here, Mango defines three areas that have a direct impact on
products, such as: (1) product quality and safety where these “do not involve
risks to health and safety”, (2) environmental impact of products and services,
where products need to “respect the environment”, and (3) social and labor
practices where “Mango should observe the basic rights and principles of all

individuals”.

As in the case of other manufacturing companies such as Danone or
Interface, these three areas are developed through specific policies focused on
three separate parts of the product value chain of manufacturing, transportation
and sales. This means developing specific programs and practices such as
reducing energy consumption both in production as well as in points of sales,
minimizing transportation, changing packaging and hangers, protecting
personal data of costumers, complying with human rights throughout the

manufacturing process, or searching for more sustainable raw materials.

However, being a global textile manufacturer and retailer, Mango’s
business model is built on having a well-managed supply chain that can deliver
high quality products at reduced costs. This translates into having a supply

chain composed by more than 260 suppliers, predominantly based in
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developing countries in Asia and Africa. These suppliers are companies that
usually compete based on price, and which operate in countries where the legal
framework tends to be less stringent than in Europe regarding social and
environmental issues, and which usually do not have strong public controls to
make sure that the existing legislative framework is applied. That is why the
focus of Mango’s CSR strategy is on auditing and controlling its supply chain,
where the CSR strategy is approached from a risk management perspective.
Mango’s responsible supply chain policy follows a similar logic as Mango’s
general CSR strategy, where the point of departure is a supplier code of
conduct that “all suppliers must sign before become suppliers, and for which
they are audited regularly”. Mango’s supplier code of conduct addresses central
issues such as environmental impact, child labor, working hours, health and
benefits of workers, or legal compliance. Mango has a team of people who
regularly conduct social and environmental audits of suppliers, together with an
external consulting firm recommended by the non-profit Setem

(www.setem.orq), which as | explained earlier is the Spanish partner of the

Clean Clothes Campaign (www.cleanclothes.org).

As a result of this control of the entire supply chain, Mango is able to
guarantee that all its products fulfil certain CSR characteristics. From an
environmental perspective Mango is one of the most advanced textile
companies in terms of the control of harmful substances in all its products. In
this regard Mango has an agreement with Greenpeace to determine the
standards it should fulfil, and all products are tested in a laboratory before
reaching the store, which means that all suppliers send samples to the
laboratory in the earlier stages of the production process. Regarding social
issues and human rights, Mango audits 95% of all suppliers annually. Since
2010 all Mango products have the “Made in Green”

(www.madeingreen.com/en/home.html) label given by Aitex (www.aitex.es),

1y

which is a European certification for the textile industry. The “Made in Green’
label is a triple certificate that certifies that “all manufacturing processes in three
aspects: health, environmental protection and the universal human rights of
workers and which, in addition, decrees that any company or product bearing

the "Made in Green" certificate is free of harmful substances and that the goods
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have been manufactured respecting the environment and the workers human

rights.”

Tecnol, on the other hand, is the only company out the eight studied
where there does not seem to be a clear and direct impact of CSR policies on
products and services. In that regard, Tecnol seems to derive strategic value
from its CSR policies impact on labor practices, specifically in terms of
increased productivity and corporate reputation, through the attraction and
retention of talented employees who joined the company in large part because
of its CSR practices. Therefore, one could argue that Tecnol's CSR policies
have in some way an indirect or partial impact on products and services, as
apparently the CSR policies are the most important element in having one of
the best sales network in their sector, which is in turn one of the keys that make
their services attractive to clients. Nevertheless, CSR policies are not factors in
deciding the design, content and development of their products. In this regard |
believe that the reason for the difference between Tecnol and the other seven
cases, is that Tecnol is at an earlier stage of their CSR development. In other
words, it is only a matter of time before Tecnol begins to consider CSR in
product R&D, or at least that seems to be the intent according to what

interviewees said.

Vodafone’s approach to CSR in regards to products and services
revolves around a double strategy of integrating some common CSR
characteristics to all products while also developing some products and services
with a specific CSR focus. On one hand the company tries to make sure that all
their products and services fulfii some basic CSR requirements in both their
development as well as the operation, such as aiming to minimize energy
consumption, protecting the privacy of costumers, or offering clear plans and
fair prices. This part of Vodafone’s CSR strategy is what the company terms
“developing our activities in an ethical and honest manner, so that we can
achieve better results for our clients, our business and society.” This strategy
revolves around embedding CSR qualities in all processes with four central
stakeholders: clients, environment, employees and suppliers. For example,
some projects in this area focus on improving and simplifying products prices,

improving the processes to assist customers, assess and minimize the
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environmental impact of Vodafone's shops, establish programs to recycle

phones, or auditing suppliers for social and environmental performance.

However, the area where Vodafone Spain generates more value for both
the company as well as society in terms of CSR, is what they call “developing
products and services for more sustainable societies”. Here is where, in their
own words “our goal is to contribute to create more sustainable societies,
through fostering responsible innovation, which is built on economic
environmental and social factors. In this regard, one of the main drivers of our
sustainability strategy is the development of social products and services that
help people with special needs to be better communicated helping them have a
more independent and autonomous life.” In this area Vodafone Spain works in
two directions: (1) developing products and services that contribute to
sustainable development, meaning that these products and services aim to
contribute to solve existing social problems; and (2) developing social products
and services to help groups like the elderly, hearing impaired, visually

challenged or other social groups with special needs.

The products and services for sustainable development are mainly
developed on tackling global problems in partnership with other companies,
under the assumption that Vodafone can only provide a part of the solution
needed. One example would be the “smart cities project”, where Vodafone
establishes partnerships with other companies to improve things like mobility in
cities, measure and control CO2 emissions, waste collection and disposal, or
water and sewage network management. Part of this program would be the
“Near Field Communications” project, which is a communication technology
based on the exchange of secure information between a phone and another
terminal, which allows for safe and well managed services such as payments,

transportation, tickets, and so forth.

In Spain Vodafone is collaborating with other technological partners to
develop the “Near Field Communications” solution with the use of the SIM card
of, so that users can make small payments or send information simply by
passing the mobile phone. Some pilot projects have been developed here, such

as a project in Madrid in partnership with Renfe (Spanish railroad operator) that
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allows users to access proximity trains through their cell phones in more than
300 access gates; or the project in partnership with Banco Santander for the
Catholic University of Murcia, through which the university can control
attendance from students, and students can access the university, the different
installations and the transportation network. Other examples of projects in this
field of developing products and services for sustainable solutions would be the
development of intelligent electrical networks through what they call “smart
metering”, or intelligent terminals that allow companies and users to be more
efficient in energy use; logistical intelligence, focused on developing new
products related with the geo-localization of people, vehicles or objects; or
solutions for “smart working”, which are projects to develop systems that allow
for more flexible and productive working environments, for example by working
at home, having virtual meetings, reducing needs for office space, or efficiency
among others.

Regarding social products and services, Vodafone Spain develops
specific products designed to tackle social problems. As | explained in the
description of the Vodafone Case in chapter 5, one of the differentiating factors
of Vodafone Spain is that its foundation is not focused on distributing funds to
worthy non-profits or social programs. In fact the foundation is staffed mainly by
telecommunication engineers whose job is mainly to produce innovative
technological products and services, sharing these ideas regularly with the
people at R&D and often resulting in new products and services that end up
becoming new revenue streams or generate value in some other way for the
company. Some examples of projects in this area would be: (1) the “Active
Service”, which is a service for elderly people, where Vodafone prepared mobile
phones easier to use for elderly people and with added services; (2) “App
Accessibility”, which is a mobile phone application that allows people with
mobility problems to receive information on the accessibility to different areas
and buildings; (3) “Project Dono” where Vodafone donates voice and data
services to different non-profits, which between 2009 and 2012 included more
than 100 projects with a market value of over 250.000€; (4) “Solidarity
Messages” is a technological solution that allows non-profits to finance their

projects and emergency responses through the donation of Vodafone clients
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through SMS with an assigned word to the non-profit the client wishes to help,
which in 2012 represented over 715.000€; (5) “Remote Care Services” which
are technological solutions that allow for new ways to receive healthcare
services, such as monitoring biomedical parameters from home, drugstores or
local health centers to receive a first diagnostic or consult from doctors, also
providing a “cloud” platform to help healthcare professionals provide attention
outside hospitals; or (5) “Appointment System” which is a system that allows for

the efficient management of medical appointments through a “cloud” system.

In sum, evidence seems to support that in most cases (7 out of 8
companies) CSR has a direct impact on products and services, but that the
degree and significance of the impact varies. What these 7 companies share is
the idea that they use the CSR characteristics of their products and services as
a differentiation, where for example they tell a client “1 will help you reduce your
costs, | will help you be more productive through the introduction of new
solutions in your business, transforming processes to be more efficient and with
a sustainable proposal.” The difference in CSR content may be attributed to
different factors, such as the type of products, the degree of autonomy and
control the company has on product development, the socio-economic context,
or even the degree of development of CSR in a company. For example, for
some companies ‘from the Group Headquarters they provide the guidelines on
how we should behave as a company, what is the tone of communication, what
is the image and brand we want to transmit, and so forth. However, the
concrete content of products and services, if you want to make a service
oriented proposal, a social content, or things like that, then it is up to each
subsidiary to define the solution locally”, where for most companies ‘it is very
difficult to define standard parameters of CSR across products, mainly because
different products have different components and therefore the level of CSR

may differ”.

However, it seems clear from the case study results that there is some
correlation between stage of evolution of CSR and how these issues are
integrated in products and services, whereas the company evolves in terms of
CSR, the social and environmental issues become more and more relevant in

product and service development (Maon et. al. 2010; Mirvis et. al. 2006).
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Evidence from the case studies shows that for the majority of the companies
studied, CSR becomes an opportunity for developing competitive products and
services, generating value through innovation, branding, and reputation. In this
regard these companies seem to share the idea that “our offer to clients is
based on four key elements: cost reduction, quality, differentiation based on
innovation, and sustainability”. Here the companies studied can be divided in
three groups: first there is a group formed by Aeon, El Naturalista, and Interface
which seem to have a specific strategy focused on differentiating from their
competitors based on CSR factors, where products and services are developed
with CSR as one of the central value added factors, where they believe that ‘it
is very important that the client identifies your company as their preferred
company, and CSR plays a big part in that, and is growing more and more

everyday’.

Second, there is a group formed by Danone, DKV, Mango and Vodafone
for which CSR seems to be more an identity issue where it is more about how
‘the company does things” than about focusing specifically in products and
services. Thus, for these companies the CSR strategy for products and services
is usually more based on insuring that there are some minimum common CSR
principles observed in all their products, and then developing some lines with a
more intensive CSR content. In other words, for this second group of
companies, the CSR focus will change from product to product, but what they
really focus on is the idea that “our company, our brands and our products are
the way through which we transmit our corporate philosophy to customers”.
Thus, their goal is be consistent with the central vision and values across all

products with certain minimum CSR standards and contents.

Finally, Tecnol seems to be in a very different place than the other seven
companies in that its CSR strategy has almost no direct impact on product
design and development. They do have environmental and quality certifications
in place, and they are well known for their innovative CSR policies when it
comes to employees, so one could argue that indirectly all these have an
impact on products and services. However, to me this company is different than
the other 7 in that it has no specific CSR policy in terms of product

development. Furthermore, at the time of the field research although
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interviewees and documents showed a certain interest in following that path, it
was not actively trying to come up with new more responsible products or
improve services to make them more sustainable. Their view seems to be that
“our clients like that we are certified in social responsibility, and you can see
that they are very happy with each new CSR seal that we get, but they feel this
has little effect on them. We feel that our clients will always choose based
purely on price-quality.” Therefore, Tecnol seems to focus their CSR strategy on
human resources because they feel that it has a direct impact on the quality of
products and services (they sell B2B to construction sites, where the quality of
the sales force is most critical). In that regard, although clearly Tecnol is in an
earlier stage of CSR, it seems consistent with the other cases in the sense that
they use CSR to gain a competitive advantage on one of their core

competencies, which is service.

One of the general conclusions from the analysis of CSR content of
products and services is that evidence from the eight case studies seems to
support the assumption from the state of the art review that the most strategic
and integrated CSR is, the more it will show in products and services.
Furthermore, evidence also confirms that in most cases companies develop a
specific CSR strategy in regards to products and services, which add specific
value to the product. Evidence also shows that CSR seems to generate some
value for products and services, but that “one of the main problems of
sustainability is that the improvements and characteristics of products are much
more difficult to make tangible and quantify”. In that regard, most companies
seem to share an idea that “to be honest we dont know exactly how much of
our success is attributable to CSR, but we know it plays a role, and that is
enough for us.” Therefore, another important conclusion is that CSR focus on
products and services is not the main driver or the starting point of CSR in
companies, but rather the opposite, it is the result of trying to integrate social

and environmental issues in the organization.

In conclusion, evidence seems to suggest that for these eight companies
implementing a responsible competitiveness strategy is about finding and
developing a CSR policy around a core competitiveness factor of the

organization. The core competitiveness factor is different for each company and
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that is precisely way it is a source of competitiveness, as it touches upon a core
business issue that is different for the company and therefore more difficult to
imitate. Then, the company develops or changes other practices of the
organization, but always built on this central core competitiveness issue that
serves as an anchor to frame and develop CSR strategically. Thus, once the
responsible competitiveness strategy is implemented, it transforms other
strategic areas of the organization such as products and services, as the
company embeds CSR in the company’s brand, image, culture and identity.
Following the rationale presented at the beginning of this chapter (see Figure

10), this process could be illustrated as seen in Figure 11.
Figure 11: connecting CSR through core competitiveness

Learning

/ Reputation \
Practices
Strategy®
iti "
Competit CSRE
venessk [ ]
Practices
Culture /

Innovation

Strategy®

Stakeholderfl

Accountability®

Corel?
competiti
venessl

Practices

In this scenario, in order to develop a responsible competitiveness
strategy each company needs to develop a vision of how CSR will strategically

fit with the organization and a plant to implement such a vision.
Defining a CSR vision and turning it into action

All eight companies studied seem to have a clear idea regarding what
CSR means to them. | put it like this because through the interviews it became
clear that most interviewees have difficulty differentiating between company
values, mission, vision or strategy. However, they all had no difficulty telling me
what the company wanted to achieve as a business, and what it wanted to

achieve in terms of CSR. So, as shown in Table 7, all eight companies have a
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vision of what they want to do in terms of CSR. Furthermore, in most cases the
CSR vision fits very well with the overall company vision. In fact, in 5 of the
seven cases (i.e. Aeon, Danone, DKV, El Naturalista and Interface) the CSR
vision and company vision was one and the same. This means that for these
five companies, the vision for the company integrates the concept of CSR, so
that responsibility and sustainability are central parts around which these
companies aim to advance toward their vision, and carry out their mission. In
the other three cases (i.e. Mango, Tecnol and Vodafone) the CSR vision was
different than the business one, but both were aligned, where the CSR strategy
is presented as sort of an extension to the overall business vision, presenting
CSR as a way in which these companies aim to pursue that general business
vision. Furthermore, corporate websites from these eight companies are full of
references to CSR when describing the business model, history, mission and
values. In table 7 we can see the CSR vision of the eight companies as publicly

declared in websites, documents and interviews.

Table 7. Company’s CSR vision

Company CSRvision
Aeon “Pursuing peace, respecting humanity and contributing to local communities, centered
on our customers”
Danone “To create economic value by creating social value”
DKV “Our dream is to contribute to make a better world”
El Naturalista “To walk through life creating and innovating more responsibly and with lesser
environmental impact”
Interface “To be the first company that, by its deeds, shows the entire industrial world that

sustainability is in all its dimensions: People, process, product, place and profits — by
2020 - and in doing so we will become restorative through the power of influence”

Mango “Our aim is to act in a sustainable way in all our areas of influence”

Tecnol “Improve the life of people, facilitate their development and contribute to growth”

Vodafone “Use Vodafone’s potential to transform societies and achieve a more sustainable life
for all”

As seen in Table 7, evidence confirms that these eight companies have a
clear CSR vision. However, when | started asking interviewees about how such
vision would be achieved, it became apparent that companies have a very
difficult time turning these CSR visions into specific strategies. When | asked
people about their company’s business strategy, they surely and quickly
answered the ways in which the company was planning to achieve its goals,

such as “through organic growth and mergers”, or “we have a plan to double our
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market penetration in three years”, as well as “we have a plan to open one new
store every week”, also ‘we need to diversify our products”, another said ‘“we
need to expand in emerging markets” or “we need to innovate in products and
services”. Yet, when | asked the same question about their CSR strategy, the
answers became less clear and more ambiguous. In fact, except for CSR
managers, most interviewees were unable to name specific targets in terms of
CSR goals, even for their departments. In that regard, as shown in the summary
of findings at the beginning of this chapter (see Table 6), when it comes to CSR
it seems to be more complex to establish a plan than to define a vision. That is,
companies seem to have difficulties understanding how to advance toward the
CSR vision, defining and establishing clear goals, and even setting up
guantitative objectives. As one interviewee said, ‘people look at us and they
say: wow, how did you get from there to here? How did you grow so much?
They assume we had a well-structured plan and a strategy for CSR, but to tell
you the truth there was very little planning involved. The sensation we have to
be honest is that in a lot of things we were guessing or trying things as new

challenges appeared’.

In some instances non-CSR executives could identify or describe partial
and specific objectives such as “carry out social and environmental audits of our
suppliers”, also “dedicate a percentage of our revenues to CSR programs”, as
well as “reduce energy consumption and waste”, another said “develop new
social products” or “carry out work-life balance programs”. However, usually
each interviewee gave one or two examples rather than a full battery of targets
and was unclear on how these objectives would be pursued, and how these
were interrelated. In this regard, most interviewees, even CSR managers,
described CSR not so much as a strategy in itself, but rather as a
transformation or adjustment of the business strategy. In other words, they
seem to feel that CSR was a sort of “twist” or differentiating factor that their
company was putting into the way it does things. One clear example was with
DKV, which in their previous strategic plan for the 2008-2012 period, it
presented a figure that summarized their business plan which included a
transversal arrow across their business plan for that period that said “and do all

that responsibly”.
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The rationale for most interviewees seemed to be that CSR was one of
the key variables that their company was asking them to include in the way they
acted and made decisions, but that it was up to them to decide how the CSR
factor would be transformed into concrete actions. As one interviewee
explained, “for us, CSR is about achieving our business objectives but acting
responsibly”, another interviewee said that “CSR is the way we want to achieve
our dream as a company”; similarly to another respondent who expressed that
“our CSR strategy is being ethical in all our activities”. Thus, for must
companies CSR was not so much a specific activity or plan but rather “a way to
understand our company”. This reinforces the finding in regards to vision that
for most companies CSR is linked to company values, mission, vision and
strategy, but that it is not clear how this connection unfolds into practice for
most interviewees. This is not to say that companies did not establish specific
CSR targets, as most of them did, but these targets where not clear to all
interviewees, and most importantly they did not seem to be, in their view, the
most important part of CSR. For them CSR was “a way of doing things” more
than anything else. As one interview explained: ‘if we had gone with a strategic
plan at the beginning it would have been a bad plan, because we did not know
how successful our idea was going to be. So in social issues you have to start
with proposing an idea, and then is the market, your customers, your partners,

your people who take you on one or another direction”.

Most companies did define some specific targets with quantitative
objectives, plans, policies, practices, and indicators, and connected these
targets to the overall vision. One clear example would be the goals in terms of
environmental impact, where most companies had specific goals in terms of
reduction of CO2 emissions, footprint, or some more specific targets such as
materials, water or energy. These goals where in all cases connected to specific
policies usually focused in three directions: (1) first develop more efficient
processes, through reducing use of materials, generation of waste, or energy
use to name a few; (2) to innovate so that the processes can be further
improved, through changing business processes, using new materials or
transforming products and services among others; and (3) through

compensating whatever part of the specific target which could not be achieved
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through efficiency or innovation, by planting trees, buying energy from
alternative sources, etcetera. It seems that environmental targets are easier to
define for most companies, as these seem to be more standardized and
quantifiable. However, even then companies had a hard time defining the
targets clearly and had to leave some room and flexibility for different units and
departments to adapt. For example, Aeon executives explained how ‘we set up
different targets per country because conditions are different. For example, if we
increase energy consumption in China and in Japan in the same amount, in
China the CO2 emissions go up 2 or 3 times more than in Japan, because the

|”

power supply composition is different, where in China they use a lot more coa

Companies also established some specific goals in other areas such as
human rights, community relations, transparency or stakeholder management,
but these targets were usually much more ambiguous and apparently even
more difficult to define and measure. Some examples of targets in these areas
were percentage of suppliers socially audited, employee engagement, customer
satisfaction, investment in CSR programs, number of people impacted by CSR
programs, number of new CSR projects per year, or corporate reputation to
name a few. Thus, one of the central ideas these eight companies shared was
that defining social targets was particularly complicated. As one interviewee
illustrated with a metaphor: “There are many things in life that are very difficult
to put in a formal strategic plan. For instance, imagine that you decide that you
are losing the spark with your wife, and you decide to establish a personal
objective to love your wife more and better. How do you write that in a paper?
And most importantly, what do you do to achieve that? So you have the goal,
the idea, and then what you do is change things as they happen because you
have established this objective. The same is true in social issues, where you
can define an idea but then the implementation will have to be flexible because
it will affect different operations and processes, and you cannot easily anticipate

which or by how much.”

One area in which there seems to be a consensus among all eight
companies (and perhaps the area in which there is more consistent agreement
among all interviewees) is that thinking strategically of CSR transforms the way

in which the company deals with most stakeholders. First, CSR changes the
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way the company views its existing stakeholders. One example would be
suppliers, where companies “need to rethink the way in which we approach
them, where we have to think of them more as part of our company rather than
independent organizations”. The same is true for dealing with employees,
where “‘we have to consider employees in their entirety, not only s workers. We
have to understand that they have values and interests and do many other
things outside work”. A third example could be other companies or even
competitors, where many times in CSR companies collaborate with competitors
particularly in “establishing industry platforms to help us advance in the field of
CSR’”, or with other companies “in developing technical solutions for social
problems that we cannot solve alone”. In fact, it seems that multi-stakeholder
dialogue and engagement is something inherent to developing responsible
competitiveness strategies. Second, many companies seem to establish new
partnerships with non-traditional stakeholders, particularly non-profits, because
they like the expertise, knowhow and legitimacy to understand some of the CSR
issues and how to solve them. Some good examples of that would be Mango’s
partnership with Greenpeace to establish environmental goals, Danone’s
partnership with Grameen Bank to develop new projects in Bangladesh, or
Vodafone’s projects in Tanzania to name a few. Thus, CSR seems to change
the nature of existing stakeholder collaborations as well as create new ones,
where it is very difficult to find one stakeholder that is unaffected by the
implementation of a responsible competitiveness strategy.

In most cases, interviewees seemed to agree that CSR was truly
strategic for their company in the sense that it generated significant and unique
value. However, they were not really able to describe the overall CSR strategy
for the company, or the specific quantitative value it generated. In this regard,
for these eight companies CSR seems to operate more in terms of conviction
and perception than on estimation and numbers. Most interviewees were able
to explain the areas in which, in their view, CSR was generating value for the
company, as well as the areas in which it affected their particular responsibilities
and activities as executives. For example, some employees talked about CSR
in terms of corporate culture saying that ‘“this is the way we do things, and it

works”, in regards to employees saying things like “CSR is one of the main
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reasons why people want to work here”, in terms of reputation where one
executive affirmed that “wherever we operate people know that they can trust
us”, or on innovation where another interviewee explained that “sustainability

forces us to go outside the box”.

Furthermore, there seemed to be a general consensus among
interviewees that “even if initially some CSR policies may seem useless, it is
clear that they are crucial for our long-term”. That is, CSR is perceived as a key
competitiveness factor for long-term competitiveness, but it is less clear how
they need to advance to achieve this objective. In that regard, it became
apparent that most interviewees did not have a clear idea of how the CSR
vision translated into a specific strategy, but they were all able to tell a story,
logic and coherent, on how this happened and made sense. Usually this story
revolved around the company’s business activities and how CSR activities fit
into the “big picture” of the company, often by presenting some specific
examples, such as one marketing director, who explained: “We tell clients that
we will help them to reduce costs, that we will help them to be more productive
through the introduction of new technological solutions in their business
processes, that we will help them transform their business toward being more
efficient and sustainable. For example, traditionally sales people have to go
back at the end of the day to turn in their daily report, but if they are given a
tablet or laptop with a broadband connection and a software that updates in real
time information on clients, we are helping make the life of the salesperson
easier, to increase his efficiency, to save gas and other costs, and to be in
general more productive and in a more sustainable way”. In this regard, these
stories seem to be usually built on perceptions, expectations and beliefs, where
the central rationale is that it makes a lot of sense to them, and most
importantly, it fits very well within the “story” of the company.

Another interesting finding was that these “stories” where different for
each company, in the sense that they were built on different rationales and
using different types of examples for each company, where some seem to use
workers as the center piece of the narrative, others used clients, others
suppliers, others used their own company as the focus of the story and yet

others focused on society at large. This is consistent with the idea | discussed
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earlier (see Figure 11 in this chapter) that companies tend to focus their
strategic CSR on core competitiveness factors. However, these stories were
consistent amongst executives, documents and observations from the same
company, often using similar examples, to the point that after a while, when
reading and analyzing interview transcripts | could very quickly tell the company
to which the transcript belonged without looking at the name of the interviewee

because of the similarities in the stories they told.

Thus, one of the most interesting findings of this dissertation is that the
eight companies studied explain their CSR strategy in terms of a story. In
this regard, these companies define certain CSR policies, and establish some
CSR goals, but what executives of the companies understand as the strategy
through which the company wants to achieve its CSR vision is a narrative.
Furthermore, these narratives seem to be built on both tangible and intangible
issues, including as the center of the story why CSR makes sense for the
company and how it fits with the company’s vision. In this regard, one central
characteristic of these "stories” shared by all companies is that the main driver
for CSR, the motivation, and the reason why CSR makes sense for the
company revolves around corporate reputation. In other words, for most
interviewees when they explain the CSR story of their company the logic
revolves around reputation, often in terms of demands and expectations, where

“this is what people expect from our company”.

The question is then, how these companies are able to transform these
CSR strategy stories into actual practices, and how do they manage such
practices? In most cases they do that but establishing some sort of formal or
informal declaration of the things the company considers important when it
comes to CSR. These declarations often take the form of codes of ethics or
codes of conduct, both internal (i.e. how the company expects employees to
behave) and external (i.e. how the company expects its business partners to
behave). These declarations differ from company to company, but usually
include a declaration of intentions around four main topics: (1) environmental
issues such as energy use, waste management or climate change; (2) ethical
issues such as fair wages, equal opportunity, diversity, corruption or child labor;

(3) community issues such as poverty, development, culture or philanthropy;
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and (4) CSR mission declaration in terms of specific and unique things the
company wants to achieve when it comes to CSR. In some companies these
declarations are compiled in a single document or tool, including CSR
expectations for of both internal and external stakeholders (i.e. DKV, El
Naturalista, and Interface), while for others they have different declarations,
usually one for CSR strategy, one for workers and one for external partners and
business associates (i.e. Aeon, Danone, Mango, Tecnol or Vodafone), but the
main topics are all there for all eight companies. In many cases these
declarations include a formal code of conduct or ethics, while in other cases
take the form of a more informal declaration of ‘how the company does
things...” as shown for example on El Naturalista’s “Ten Laws of the Frog” (see
Chapter 5, Table 4).

These CSR declarations are the central piece of the CSR story for the
company in the sense that they represent the central tangible representation of
the company’s strategy in terms of CSR. In this regard, interviewees refer again
and again to these declarations and they become one of the central pieces of
the CSR story for the company. One example of that would be Danone, where
all interviewees without exception made a reference to Antoine Riboud’s
(founder of the company) 1972 discourse on ‘the double project” (see Danone’s
case description in Chapter 5) by which he declared that Danone’s objective
was to grow as a company while simultaneously contributing to grow the society
in which the company operates. Other examples would be Interface, where all
interviewees referred to Ray Anderson’s (the founder) sustainability “epiphany”
as the departing point of the company’s CSR strategy (see Interface’s case
description in Chapter 5); or Vodafone where all interviewees connected the
CSR story to the activities in this area that were carried out by Airtel, the original
Spanish telecommunications company that was purchased by Vodafone when it

entered the Spanish market (see Vodafone’s case description in chapter 5).

In order to turn CSR stories into practices, most companies depart from
making CSR declarations, which are vague, but which make sense for the
company. These declarations usually take as the departure point the company’s
history and culture, and include important actors (be it people or organizations)

well known by the entire company as protagonists of the story. Furthermore,
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these stories usually include some big, and sometimes crazy, goals and
promises, in terms of establishing some sort of guidelines of what the company
wants to achieve. The rationale seems to be that CSR is an area for which
companies have very few tools, so that most improvements have to come from
innovation. In this sense, companies make big promises, such as “reducing our
overall CO2 emissions by 40% in two years”, not knowing how the company
can achieve such an objective. The logic being that “if you don’t aim for almost
impossible levels of excellence of sustainability then you’re only going to be

making small improvements and you’ll never get to where you want to be’.

These goals are declared publicly, usually in the form of a promise by the
CEO, top executives, or an official company declaration because “you have to
start telling your team that you are going there, because otherwise what is the
point?”. Then, the organization begins to construct and reinforce the CSR
narrative because “you have to start with the impossible dream of what you
need and then you start to see, you start to understand.” The general idea
seems to be that since the company has a well-defined corporate culture,
defining CSR goals and making declarations of intentions provides with the
necessary tools to start building the right CSR narratives, where companies aim
for workers to “always be thinking what it could be like? How could it be the best
it could possibly be? And if it seems impossible then we have to find a way to

make it possible, because that is where we need to go.”

Thus, to turn these CSR stories into actual practices, most companies
studied allow for each of the different business units or departments to design
and develop their own practices. For example, at Danone the company has set
up a global goal in terms of reduction in CO2 emissions, and has appointed a
person responsible to follow up and report on the advancements each
subsidiary or unit makes, but it is up to each subsidiary or unit to come up with
specific plans. In this regard, usually the “CSR declarations” include some
suggestions or ideas on areas each unit could explore to help in that direction,
but these are just recommendations and even then they are usually insufficient
in themselves to reach the general objectives. Some examples used by most
companies are changes in transportation, training employees, establishing

partnerships with non-traditional stakeholders, or improving reporting
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procedures. However, all eight companies have in common a central idea that
in sustainability the only way to reach transformation is through innovation, and
therefore that achieving some results in improved efficiency or minimizing
impacts will only take them a part of the way toward their vision, “because

compliance is not conducive to innovation.”

In this context, as shown in Table 6 at the beginning of this chapter, the
problem from a management perspective for these companies seems to be that
they do not have a lot of metrics or a systems to evaluate and manage these
different programs. For example, even though all interviewees without exception
answered affirmatively that CSR had a positive and significant impact both in
the company as well as for society and the environment, very few respondents
are able to offer some empirical data to back that up. In fact, in most cases the
impacts were perceived such as “we see that the workers are happy since we
launched our CSR policies”, or even some openly declared that they knew that
CSR generates value “by experience and intuition: we don’t need to develop an
exact measurement; only analyze the project and understand the objectives,
and then see if the two are coherent”. Even in some cases where there were
actual measurements, such as DKV’s “Integralia” which is the one of the most
efficient call centers in Spain created by DKV by hiring and training people with
severe disabilities, they admitted that after few years of operation of Integralia
they had indicators to measure the efficiency of the call center, and calculate
what it costs and the value it generates, but when DKV decided to launch the
program “we had no idea whether it was going to work, or how much it was
going to cost”. What they knew is that they wanted to do it and how the idea fit
in the company’s way of doing things, as “the measurements of the impacts are

usually carried out after the program has been working for a while, not before”.

So it seems that measuring the value of CSR for the company is also
part of the “CSR narrative” the company develops, where as one interviewee
said “with CSR you have initiatives that are good for the company, employees
and society; it is the very definition of win-win”. In many instances there are
some exact measurements, but even then interviewees explain that these
measurements are not really helpful in managing CSR because they usually

focus on measure outputs or results of activities where as one interviewee put it
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“‘we measure things that we were already measuring before or that we are
obliged to measure by law”. So, it seems that CSR practices seem to have
developed some indicators such as environmental impacts (e.g. energy, waste,
recycling, water, etc.); human resources (e.g. accidents, diversity, pay, etc.); or
community investment (number of people impacted, amount invested, etc.); but
these are lagging indicators focused on outputs and results that measure things
that have already happened, rather than leading indicators focused on

managing future expectations.

In that regard, most interviewees seem to have a hard time establishing
specific indicators for their future CSR activities using the CSR indicators in use,
as ‘it becomes extremely difficult to use these indicators to establish annual
objectives or estimations, as these don’t coincide without our CSR goals”. In the
end, in most cases CSR policies “are explained or justified, but by reasoning
more than providing metrics”. Ironically, most interviewees seemed to want and
need to develop more and better leading indicators as “one of the week points
of CSR is the lack of indicators that not only do not allow us to properly manage
CSR, but also to benchmark”, but at the same time when asked they don’t seem
to be dedicating a lot of effort and resources to the development of such
metrics, rather they seem to “concentrate in implementing the programs even
though we currently don’t have clear indicators, because we know they will
work, and if they don’t we will make them work”. In a way, it seems that
companies follow a sort of internal process in embedding responsible
competitiveness strategies, where the departure point is aligning the CSR aim
with the values of the organization, then based on that define a vision and
advance toward that vision by integrating these visions and values in corporate
culture. Once the CSR vision is integrated in the culture, then it becomes a way
of doing things in the organization, which means that it is integrated in strategy,
policies and practices. Then performance is perceived more than measured, but
in any case as a result it generates some value for society as well as for the
company. Finally, this process affects and is affected by the inputs of the
organization (i.e. people who work or collaborate with the firm, society’s
expectations and the resources used for business) as well as the outputs that

the company produces (i.e. products and services, social and environmental
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impacts, and legitimacy and trust generated by answering social expectations).

This process is illustrated in Figure 12.

Figure 12: the CSR cycle
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In this scenario, the difficulty with developing CSR indicators to measure

CSR performance seems to be that “our CSR policies are not transferable to
other organizations, as the real impact of CSR depends on so many different
aspects such as corporate culture, the sector, the geographical area or the
economic context, that even the impacts on our own company vary from unit to
unit and time to time”. The same is true also for understanding and measuring
the value CSR generates for the organizations, where companies “know that
some of these policies have positive impacts on customers, products,

employees and reputation, but we don’t know how much”.

In sum, evidence from the eight cases shows that companies have a
defined CSR vision, which they transform into a CSR declaration including
some general goals, which is then institutionalized into a “CSR narrative” that is
understandable to people in the organization, and then this “CSR story” is used
by the different units and departments to design and develop specific projects
that serve the original CSR vision. Furthermore, it seems that these specific
CSR projects are usually quite innovative and therefore do not have established
management systems nor leading indicators to estimate the output. In this
regard, these projects seem to be developed based on conviction, perception
and intuition. Moreover, although most companies seem to agree that it is

important to develop CSR management systems including indicators where as
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one interviewee declared “one of the key areas in which CSR has to advance is
in the development of metrics”, thus far the systems and metrics of CSR seem
to be produced after CSR has been embedded in the organization, not prior to
it, and even more most companies do not seem to be investing a lot of time and
resources to prioritize the development of metrics. Finally, it seems that one of
the central characteristics shared by the eight companies analyzed is that the
central asset these companies have to be able to design and develop “CSR
narratives” is a common corporate culture shared by most individuals at the
company that “makes sense” of the story, and that these corporate cultures
depart from corporate reputation as a central factor in attracting “certain types of
people” and being expected by clients and partners “to behave in a certain

¥4

way”.
Reputation as a central driver for CSR

Most surveys show that corporate reputation is the main driver behind
company development of CSR (Accenture - Un Global Compact, 2010; The
Boston Consulting Group, 2009; McKinsey 2010). This has prompted the
debate on whether CSR generates real value for companies or is simply a way
to protect its image and respond to expectations from some stakeholder groups
(Hillenbrand and Money, 2007). There are many studies that try to prove that
there is a positive correlation between the development of CSR, the
improvement or corporate reputation and value being generated for the
company (Roberts and Dowling, 2002). The reasoning seems to be that
reputation is an intangible asset that provides a competitive advantage for the
company, and that while intangible it can be assessed and evaluated (Schnietz
and Epstein, 2005). For example, according to the Reputation Institute’s 2012
Ranking of the top 100 most reputable companies in the world

(www.reputationinstitute.com), which is based on survey responses from 47.000

interviewees from 15 markets, over 40% of a company’s reputation is
determined by the company’s CSR policies. As one of the Reputation Institute’s
partners says “CSR speaks to who the company is, what it believes in and how

it is doing business” (Forbes, 2012).
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Not only corporate reputation is seen as a central driver for CSR, but also
CSR branding of different products and services (Bhattacharya and Sen, 2004).
In many instances global brands are very connected to corporate reputation,
and are central to the company’s competitive strategy. In this regard,
connecting brand attributes with the needs, aspirations and expectations of
consumers in regards to CSR can generate a lot of value for the firm (Werther
Jr and Chandler, 2005). Here, what some define as “ethical branding” connects
to corporate reputation in that brands are usually analyzed in terms of economic
performance in financial terms, but these measurements do not take into
consideration other important factors such as social, ethical and environmental
attributes which have a significant impact on brand equity (Fan, 2005). In fact,
some studies shows that having well developed CSR can serve as a sort of
insurance by a company in times of crisis and scandals, as it builds social
capital (Wether Jr and Chandler, 2005; Schnietz and Epstein, 2005). In other
words, some research shows that CSR can act as a reservoir of goodwill during
a corporate crisis. In fact some authors argue that there is a virtuous cycle by
which having responsible brands reinforces corporate reputation, and having a
responsible company reinforces the brand equity (Fan, 2005). Furthermore,
some argue that the relationship between CSR and reputation works both ways,
as stakeholder groups change their expectations based in large part to the
company’s reputation, which results in higher demands from stakeholders on

CSR performance (Bertels and Peloza, 2008).

Most authors agree that corporate reputation is a key determinant of any
company’s competitiveness (Barney and Hansen, 1994). A firm’s reputation
allows the company’s stakeholders to perceive that they have more information
about a product of a company, particularly in regards to how the company or the
product wants to contribute in social and environmental terms (Fombrun, 2001).
Also, reputation linked to CSR can be a source of competitive advantage as it
shows a past and present interaction with a multitude of traditional and non-
traditional stakeholders, which is difficult to imitate by the company’s
competitors (Barney, 1991; Vallester et. al. 2012). In this regard, being reputed
as a responsible company generates value by improving the firms’ capacity to

acquire and engage key stakeholders such as investors, employees and
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customers and build a relationship based on trust and legitimacy (Black et. al.
2000). Building trust and legitimacy with key stakeholders, can also help
manage long-term stakeholder relationships (Hillman and Keim, 2001; Russo
and Fouts, 1997). Furthermore, some research shows that having a good CSR
reputation can help a company attract talented employees, which is a key factor
in a company’s productivity, and therefore in performance and competitiveness
(Turban and Greening, 1997). The general idea seems to be that firms that are
more admired by society in general and by the company’s stakeholders in
particular, seem to have more credibility and trust, which helps their
competitiveness not only in terms of image, but also in the day to day
operations, as well as to protect themselves against crisis and scandals
(Gregory, 1998; Knight and Pretty, 1999; Jones et. al. 2000).

Corporate reputation could be seen as the management by the company
of something that is outside the company, in the sense that reputation by
definition is how the firm is perceived and valued by others. That is why many
scholars have studied the differences between corporate image, reputation and
identity (Fillis 2003; Whetten and Mackay 2002). The bottom line seems to be
that it is not clear what and why people believe about an organization, and most
importantly how can such organization change and manage these perceptions
(Brown et. al. 2006; Wicki and van der Kaaij, 2007). Some authors believe that
companies can be divided into those that focus on managing how the company
is perceived by its stakeholders (Carlisle and Faulkner, 2005), and those that
focus on managing corporate identity under the assumption that if the company
works of establishing a specific identity, this will generate a corresponding
reputation to others (Barney and Hansen, 1994). This same idea would be true
of how company’s manage their CSR reputation, where some firms will focus on
manage their CSR image, while others would focus on their CSR identity (Wicki
and van der Kaaij, 2007).

As Peter Pruzan argues (Pruzan, 2001), these two approaches to
managing corporate reputation require different strategies and policies, because
they are fundamentally different: the image approach is built on pragmatism;
while the identity approach is built on reflection. First, the managerial or

pragmatic approach is based on rationality and focuses on the classical ideas of
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corporate success. It focuses on the qualities given to the company by its
stakeholders and the primary goal is to protect and enhance corporate image.
Second, the reflective perspective, on the other hand, is existential or
philosophical in nature, employs a different way to view corporate success and
focuses on organizational identity rather than image. So, companies that use
this approach try to reflect on what they want to be rather than to communicate
what they want people to perceive them as. The reflective approach cares
mainly about the character of the organization, its culture and values, rather
than its appearance. Another difference between the image and identity
approaches (or the pragmatic and reflective approaches), seems to be how they
are developed by the company, where the image approach is defined by the
company’s leadership, while the reflective approach is developed by the entire
organization. As Peter Pruzan explains it, “the reflective approach focuses on
what is and what should be rather than what appears to be”. The argument is
not necessarily that companies need to choose one or the other (i.e. image or
identity), as different authors seem to agree that most companies need to
manage both image and identity (Brown et. al. 2006). Rather, the point seems
to be that companies need to prioritize one over the other, choosing to either try
to develop an identity and then make sure it is perceived accordingly; or focus
on the external perception of the company and then trying to change or improve

parts of the organization to coincide with the external perception.

Findings for the eight case studies confirm the assumption that corporate
reputation acts as a central driver for CSR. There is a fundamental notion
shared by the eight companies in that “we are in a place where companies need
to change the way we relate to clients and society, that is a necessity, and |
think that companies either change or they will die”. So CSR is not a choice, but
an imperative, a license to operate. Some pressure comes from clients where
“for some time now we have detected that there is a social demand for our
products to answer to their sustainability needs to minimize environmental
impact, of managing things in a responsible way”. Often the departing point for
some companies seem to be scandals or activists, not only as a cautionary tale
to push for change, but also to build an argument that seems clear and rational

to your stakeholders. In that sense ‘“external pressures and scandals have
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helped us a lot, because they reinforce our argument that we need to control
these issues or we may run into trouble, so that our partners understand why
we need to do it”. The result is a clear tendency throughout the business
community, where for example ‘there is an international mobile phone event
that takes place annually in Barcelona called GSM Congress. It is a huge event
and so many people come that Barcelona is paralyzed, you can'’t get a taxi,
reserve a restaurant or book a hotel those days. If you go 5 years back in this
event all the proposals and solutions were fundamentally technological. Two
years back is when | think that we crossed a line, and since that time you can
clearly see that any company stand started to include a CSR part, some green
products or solutions. And when you review the principal tendencies that are
happening in the sector since two years ago, the CSR component of products is
gaining more and more relevance, which translates into changes in packaging,
transformations in the characteristics of products, and changes in services. If
your solutions don’t address these issues it can harm you, and if you are
capable of coming up with elements that are innovative in terms of CSR, it can

be a good differentiating factor for you”.

The consensus seems to be that CSR is an irreversible trend and that
companies need to address these issues because “society is on its way to
become more responsible in terms of CSR. Is what | call the responsible low
carbon society, which represents a paradigm shift, where it will be an absolute
requirement for companies to establish advanced responsible policies? By
doing that now we are making changes first that other companies will have to
undergo in the future. We are becoming pioneers. So no, it is not an issue of
mere branding”. Thus, for the eight companies analyzed CSR is not so much
about communication, but rather about a way of doing business, where
companies believe that “we don’t have to construct a company image, this has
already been done, what we have to do is consolidate it and develop it. What
we realized is that reputation and image can be destroyed so quickly, and the
only way to protect ourselves from that is by making sure that we are doing
what we say we are doing, and when there are problems, which there will
always be, we need to make sure that it is not because we did not try to prevent

or solve them”.

133



The reason seems to be that in the field of CSR the business community
apparently enjoys very little trust and credibility, as “many non-profits and
activists are very critical of CSR policies carried out by companies, because
they depart from the assumption that our motive is not true. Usually CSR
programs are scrutinized, and the bigger the program the more scrutiny from
different organizations. So we need to make sure that we do what we say, and
also that we say what we do”. That is why the eight companies do not have a
very aggressive communication or public relations strategy when it comes to
CSR, where “our company does not publicize or flaunt some of our key CSR
initiatives because we realized that in these matters the important thing is not
what you say, but what others say about you. So we try to carry out interesting
CSR programs and hope that these will be understood by society”. So the
reputation management strategy for these eight companies seems to be based
in the idea of putting CSR at the center of the company and building its identity

around it, rather than on some media campaign.

One interesting conclusion from the eight case studies is that for most of
them, CSR is something that has naturally fit in the company, as it already
included in its corporate culture and history a lot of the concepts and values
inherent to CSR. As one interviewee explained: ‘1 would say that even before
we knew in detail what CSR was all about, we were already doing it in our
company, because this way of doing things is in our company’s DNA”. Thus, as
another respondent said, “not only do | think that CSR is important for this
company, when | joined the company | was surprised at how much importance
it is given. In that sense | think it is a very responsible company which
fundamentally does what it says, CSR is not limited to an annual report”. In that
regard CSR is often the X factor that differentiates companies based on how
they behave. As one executive told me: “n our industry there are 70% of things
that are common to all companies in the sector. Then, there is a 30% which is
different, which is how we adapt our vision of the market to what is ours.
However, what really fundamentally differentiates companies is how you want to
do all those things, where you want to go. In that regard our approach is much
more open and less ambitious, maybe we could call it less monopolistic-like,

than the strategy of our top competitors. We want to do things well, and we
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don’t want to do them alone. We want to help create and be an important part of

a system where we are all going in the same direction”.

The argument seems to be that all companies need to be pragmatic and
have in place a communication strategy, but that when it comes to CSR, the
most advanced companies focus on building a CSR identity through a reflective
process (Pruzan, 2001). In that regard, it seems that right now the differentiation
between companies in terms of CSR image is difficult, because most
companies have some policies in place. However, when it comes to CSR
identity, the difference between companies becomes much clearer. As one
interviewee explained, “nght now most consumers are not really aware of the
true problems connected to each product. They do have a CSR conscience, but
they don't differentiate for example between a company that simply has a
charity to which it donates a percentage from the sales of the product from a
company that introduces sustainable production and supply chain processes to
manufacture the product. So right now companies like us we are doing it
because we believe is the right way to do it, but also because we expect that
little by little consumers will become more educated, and to change these
processes is not easy or cheap, so by changing now we are gaining a

competitive advantage in the future.”

The difference seems to be that for the eight companies studied “CSR
policies should have a clear translation in terms of actual changes in the
company’s business processes. For example, our goal in terms of reducing
CO2 emissions effectively changes product development, packaging,
transportation and sales. | think a CSR policy is meaningless unless it has some
effect on how we do things, on costs and investments”. The rationale for these
companies is that building an identity around CSR effectively increases their
long-term competitiveness, as ‘it seems that many companies today only give
importance to results, to performance, to benefits, but a company that works
around a good set of values will be always successful in the long run. Because
in a company with strong values you will not find the typical opportunist capable
of stepping over his colleagues to get the medal, you will not find the salesman
who will fool a poor client to make his quarter objectives so that he can get his

bonus. In a company like ours we all understand that the key for our success is
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establishing good long-term relationships with clients, with teammates, with
suppliers, etcetera.” So it seems that developing a CSR identity produces a
competitive advantage for the company, and also it helps the company protect
its image and reputation, as “once you get credibility and trust in CSR issues it
helps you a lot, because then when something happens they don’t go directly to
the press or to protest in front of your offices, they first call you and ask you

what happened and what are you doing about it”.

The eight companies studied seem to share the idea that this trend
towards more CSR in companies is irreversible, and that it will become more
and more standardize, where “n the future companies will include things like
carbon assets or debt in their balance sheet, or product labels will include the
ecological or labor footprint. Company valuations will start to include more and
more CSR things in the future. For example if a company makes a profit but has
a large amount of carbon debt it raises serious questions about the long-term
perspectives for the company.” In this scenario, developing CSR and integrating
in the company’s culture not only fits with their values, it makes sense because

it anticipates future demands and expectations.

The final objective is to establish a company that is both competitive and
responsible, where “the goal is to produce a company that you will be proud to
leave to your children and grandchildren”. So, the decision to embed CSR
makes sense in terms of risk management, but also in terms of generating
opportunities. One example of benefits that these companies seem to enjoy
above their competitors is the engagement and loyalty of their employees,
where they all tell similar stories of how “I have had examples of times were we
accomplished something important and when | went to thank my team, telling
them how we could have not done it without them, and some of them told me
that it was them who were grateful, that in this company they feel valued, they
enjoy working here, so they come to work happy, because it reaffirms who they
are as people, and that also helps them enjoy life more. It really touches me to
hear things like that, because that is exactly what we are trying to achieve.” The
idea is that these eight companies they believe that they enjoy many benefits
from their CSR policies, including more engaged employees, customer loyalty,

free publicity in terms of other people talking well about the company as well as
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winning awards, and more trust and credibility from non-traditional stakeholders

such as governments and NGOs.

In order to adopt this reflective approach to CSR to embed these issues
in corporate culture and identity, the eight companies studied start by making an
open commitment to CSR, usually by making an open declaration (as |
explained in the previous section) and publicly defining some leadership in the
company that will support the CSR efforts and which includes key executives,
where “you can see the seriousness of CSR in our company in the fact that a
committee supervises these policies, which is headed and has members from
the executive committee.” So all the companies established some sort of
governing body for CSR that was well respected by the entire organization and
which included people who had power and influence. Then, the organization
worked on formalizing the guidelines, the ideas of what they want to do in terms
of CSR, usually in terms of some sort of code or declaration, such as “we
developed our ethical code with our people, through an internal reflection, and
we tried to see how we could turn that into specific projects, because we believe
that it is almost impossible to explain things to outsiders that you have not
thought through and reflected on first inside. That is why we first developed an
ethical code of how we want to be as a company and how our people should

behave, and from there we could think of specific projects.”

Once there was a governing body and a declaration, all eight companies
also joined or signed some international CSR initiatives because “one way to
advance in terms of CSR is to participate in international initiatives or labels,
always in relation to social responsibility, ethics or the environment, which are
good because these are forums where you get in touch with other people from
your same industry who are going through similar processes.” The goal is
twofold: on the one hand to gain credibility and show outside what the company
is doing, and on the other hand gain some knowledge and associate with other
organizations that are going through the same things to gain more knowledge
and explore potential collaborations (i.e. in many cases the eight companies
studied established some collaborations with other companies and
organizations that they met in this CSR forums). Internally, all these companies

seem to share an idea that the most important to establish a CSR identity is to
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embed these issues in corporate culture, and that in order to do that it is crucial
that all people who are members of the organization understand and share
these ideas and values. Therefore, they have hiring practices in place where
they focus on creating the right corporate culture, because they understand that
‘it is very easy to find a sales director for Japan with languages and experience,
but the difficult part is to find that humanistic touch, the social sensibility,
because most companies don’t have it, so we have difficulties to find people

who fit with our company in terms of values.”

Having established CSR leadership, declared the main goals, and made
sure that the entire organization shares these ideas, the issue for these
companies seems to be how to make sure that all these ideas become actual
practices. This means making sure that these issues have an effect in all the
company’s departments and units. In that regard, one differentiating factor for
these companies from their competitors seems to be that they agree that “CSR
should be a unifying factor for the company, a common issue that you can find
in marketing, logistics, operations, finance or any other department. So the CSR
department has to act as sort of an internal advisor or consultant to help the

other departments develop their CSR policies.”

Thus, in these companies the CSR department acts mainly as a
facilitator helping other departments integrate CSR in their processes. This also
means that these companies aim to transform declarations into actions, backing
up ideas with investments and business transformations, where “most
companies apply the law of inertia when it comes to how things evolve in the
company. Our idea is absolutely different, because we think it is impossible to
grow unless we change the method of work fundamentally, and this change has
to come from creativity, innovation and investment”. So these companies seem
to all have an idea in common that it is very important to develop a narrative, a
story, departing from the company’s identity, which explains who you are as a
company, because “people become interested in you first because of the
company you represent, its values and its reputation. So to be successful you
have to go through the world looking for people who will understand what you
are trying to do, and who will believe you. To do that you can not only talk about
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product, design, quality or price; they care about history, motives, philosophy,

and values.”

As we have seen so far in this chapter, evidence from the analysis on the
eight case studies shows that they tend to use narratives to understand and
manage responsible competitiveness, where there are few concrete indicators
or similar parameters, and most of the issues are perceived and intangible. As |
explained in the introduction of this dissertation in Chapter 1, | wrote this
doctoral thesis following the process | followed in my research, chronologically
speaking, as | feel this will allow me to best explain how each step led me to the
next, and how these are all connected. In that regard, although the issue of
narratives was not a clear goal of my original state of the art review nor of my
preliminary study (Chapter 3), after analyzing how these eight companies
manage responsible competitiveness it becomes clear that narratives are a
central piece that needs to be addressed and integrated in the research, and
therefore the first step | need to take is to do a literature review of the topics of

narratives, and particularly how they relate to strategy and CSR.
CSR Narratives

According to researchers each of us has a narrative of our life story,
which gives us an identity, allowing us to make sense of what we do and to
communicate with others. So, we communicate through narratives. Creating a
sense of identity through storytelling allows us to interrelate with others while
constructing our identity. In this regard, it is through constructing this narrative
and sharing it with others that we make sense of who we are (Horrocks and
Callahan, 2006). An increasing amount of literature suggests that the narrative
form is an important source of meaning for organizations as well, and that is
particularly useful to define, develop and communicate organizational
strategies. In this regard, storytelling is central to the sense making processes
managers go through to make decisions (Ardley, 2006). Many authors argue
that narratives are especially relevant to understand how businesses operate
because managers do not simply tell stories; they enact them. One reason why
narratives are deemed important for management in general and for strategy in

particular is because they introduce a lot of useful information that is necessary
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to understand the company and its context and which is not always present in

management data (Pentland, 1999).

Explanation is essential to theory and practice. We want to learn from
smart practices and avoid making the mistakes others made, and in order to do
that, we need an explanation of what contributed to these outcomes for these
companies. So, explanations help us make sense of why and how these
companies are doing things (Sutton and Staw, 1995). In that regard, a narrative
is a story that describes the process and sequence of events that helps us
make sense of the situation (DiMaggio, 1995). In strategy, some authors argue
that most organizations use past and current experiences as the basis to decide
how they should plan future policies and actions, and that that in order to do
that they needs good descriptions of stories and scenarios (Mintzberg et. al.,
1998). In fact, literature is full of examples of case studies that tell stories using
personal experiences and turning them into a narrative with a clear plot
(Peterman, 1999).

Traditional management theories seem to be built on the idea that
managers mainly use quantitative financial data in their decision-making, but
there is a growing body of research that shows that a lot of the actions that take
place in companies are based on qualitative nonfinancial criteria (Coleman et.
al., 2010). Furthermore, there is some literature that suggests that narratives
are a very useful tool used by managers to carry out central responsibilities
such as sell services or secure resources, because through these stories they
tell they are capable of conveying a comprehensible idea to the other party
(Martens et. al. 2007). So, narratives are a powerful tool to build identity, sense
making and communication (Bird, 2007). In fact, some authors propose that
narratives become more useful the more the company is going through events
that are particularly challenging, non-institutionalized or socially undesirable
(Ibarra and Barbulescu, 2010). The reason is that a narrative approach to
management and organization focuses on constructing meaning (Czarniawska,
1997). Thus, narratives help us interpret complex situations, give them meaning

and explaining them to ourselves and to others (Boje, 1991).
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Many authors agree that these narratives (which some authors refer to
as self-stories) are powerful instruments for constructing a “transition bridge”
(Ashforth, 2001) across experiences that need to be explained because they
require significant changes, such as for example changing jobs (Ibarra, 2003).
These narratives are useful not only as tools in themselves, but as we share
them with people, the stories evolve and change. In this regard, narratives are
used to explain work developments and to lay claim to central components to
work identity (Ibarra and Barbulescu). In this context people seem to use
personal narratives to make sense of how they fit with the organization, and
how they will fit in the future (Shipp and Jansen, 2011). Managers construct
these narratives based on selected information that they choose because it
helps construct the story, leaving out some information because it does not help
the narrative, and sometimes they even invent some information to make the
story more coherent (Boje, 1991; Mishler, 1995). The goal of the narratives thus
is to make sense of a situation or a decision by providing a sequence in time;
focal actor or actors; providing some cultural and moral standards to justify

actions; and give other information of content and context (Bruner 1990).

Literature suggests that organizations also use narratives to construct
identity. These narratives are usually constructed through the shared
storytelling and sense making of the members of the organization, where the
processes of identification which bind people to organizations, are constituted in
the personal and shared narratives that people author in their effort to make
sense of their world and read meaning into their lives (Humphreys and Brown,
2002). However, the field of narratives as a useful tool for constructing
corporate culture and identity, and developing strategies is underdeveloped,
particularly how companies are able to achieve a desired identity (Ibarra and
Barbulescu, 2010). Yet, there seems to be a consensus that narratives are
particularly used in business ethics, CSR and sustainability (Molbjerg and Boje,
2010). The reason for that seems to be that CSR issues are controversial as
they present many tensions, dilemmas and paradoxes with the existing
assumptions, values, and beliefs of many organizations that focus on
guantitative data and financial returns, and which have a difficult time

understanding and fitting CSR concerns (Shrivastava, 1994). Thus, adopting an
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interpretative sense making perspective based on narratives, managers and
companies are able to establish bridges connecting these traditional business
goals and CSR requirements (Ashforth, 2001; Starkey and Crane, 2003). The
rationale is that institutionalizing CSR in the company is not the result of some
external demands and expectations, nor the application of some management
system, but the result of an internal process of sense making through stories
and narratives (Basu and Palazzo, 2008). In this regard, managers aim to fit
CSR issues in the company’s practices, and companies try to build an identity
around CSR and explain it to their stakeholders through a CSR narrative
(Castell6 and Lozano, 2011; Fuller and Tian, 2006).

Interviewing the different executives from the eight companies and
reviewing their documents and websites, it became apparent that the
companies studied have constructed shared narratives around CSR that
connect what they do as professionals, with how that fits with the company’s
culture, and how these activities have a positive impact in terms of CSR. Some
describe CSR issues more as a part of a bigger business narrative where they
explain that “our nature is being a company that thrives in competition, which
has a challenging approach that comes from a culture of extreme
professionalism, of competing with the incumbent and to do all of this from an
ethical perspective”. Similarly, other say that “we are a company that provides a
highly motivating and professional environment built on the idea of innovation,
of being the spear head, of developing transformative technological solutions,
but also doing that in a certain way, because the most important for us is how

we compete, it has to be clean and ethical, with social commitment”.

The departing point for these narratives seems to be explaining the heart
of the company’s culture and/or vision, and describing how CSR fits into it,
particularly in regards to key figures in the company history such as founders or
other leaders, where again and again in interviews for each company | could
hear the same names and examples being used. What seems certain is that for
these eight companies CSR is a strategic issue, as | could gather from different
statements such as the interviewee who explained to me that “/ don’t know if it
was Peter Drucker who said that there are only two important areas in a

company: marketing and innovation, where the rest of departments are simply
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cost centers. For us this is true, adding perhaps the third area of CSR,
sustainability, ethics or however you want to call it.” In this regard one
interesting finding was that all eight companies seem to put at the heart of the
narrative two elements of innovation and CSR. Many times in their stories they
don’t necessarily explain how CSR and innovation are connected in their
company, but they do mention them both as inseparable parts of the same
narrative such as “for us innovation is very connected to the business. That is
why my department is called business development and innovation. And at the
same time the business is very affected by a series of strategic objectives and
parameters of social responsibility that we try follow. Let’s say that all our
business areas are affected by our vision for the future, our agenda, and this
includes CSR.”

If 1 pressed interviewees about the connection between CSR and
sustainability, most of them answered these questions with further narratives,
where they expressed that they felt there was some relationship between these
two concepts in their company, but were unsure which. For example, when |
inquired about the relationship between innovation and CSR, one interviewee
told me that “innovation and CSR are related, but | cannot say whether CSR is
a source of innovation or the other way around. Sometimes | feel that we come
up with an innovative solution based on pure technological issues, and when we
analyze the potential benefits this new solution could provide, we realize that it
can generate social and environmental benefits. The other is also true, where
sometimes we face a CSR problem, and thinking on possible solutions we
come up with an innovation that also has business implications. So | cannot say
which comes first, but | can say that they are both important for us and there is
some relation between the two.” Nevertheless, they all seem to agree that these
are two of the most important pieces of the narrative, as one interviewee who
declared that “in this company innovation is the brains and CSR is the heart,

without them the rest of the company does not work”

When describing the core of the company, the essence, interviewees
rarely talked about figures or specific objectives. They usually referred to ideas
or values such as “our company is managed by a lot more emotion than

strategy. For us the treatment of people and empathy are key to how we do
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things”, or another interviewee who focused on values saying that ‘the first
value we must care for is the example. We need to lead by example”, while
sometimes respondents explained some specific characteristics which in their
view made the story of the organization different from others, such as “‘we have
a culture of mistake, it helps us a lot to try things. Our idea as a company is that
we prefer you make the decision and realize that you were wrong, rather than
not making decisions.” The general idea across the eight companies seems to
be that they have narratives that try to explain what they do, why they do it and
how they do it, such as “our company has its own style, which is personal,
familiar, intimate and simple. We don’t have great pretensions, what we do we
have made by ourselves, little by little, and we don’t publicize it a lot. It is a big
multinational company where everything is like homemade, with the

participation of all the people in the company.”

Once the narrative explains the culture of the company and its vision,
must interviewees went on to explain how they as individuals fit with this
corporate culture, such as “myself, as well as many other people who work
here, we are here because in the essential things there is no other company
where we could fit as well. We have had different life paths, and maybe we
even have different visions of life, but in the essential values we agree on how
to live life and how we can use work to create a space for social
transformation”. In this part of the narrative, CSR seems to play an important
role in making individuals feel more integrated and engaged with the company,
as one interviewee who described that for him “this is like an NGO in that one of
its main goals is to achieve social change. The difference is that being a private

company the ways to achieve that are completely different”.

As | explained earlier, another common issue in the company narratives
is that they often refer to the same people or organizations (e.g. Ray Anderson
for Interface, Josep Santacreu for DKV, Isaak Andic for Mango, Antoine Riboud
for Danone, Airtel for Vodafone, TOPVALU for Aeon, Xavier Martinez for Tecnol
or Pablo de la Pefa for El Naturalista), as well as similar stories or examples
(e.g. the forklift driver at Interface, the double projet at Danone, Integralia at
DKV, or Atauchi at El Naturalista). In this regard, when people tell the story they

often identify some specific events which represented key parts of building that
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narrative, be them organizational or personal events (such as personal trips,

participation in civil organizations, and so forth).

Regardless of how the story is built, the CSR narrative always gives an
idea of how the company should deal with these issues, for example one
respondent explained how “we must have a global vision and understand what
are the main challenges we are facing and which are our top responsibilities”.
Therefore, a central piece of the narrative seems to revolve around the idea of
how they want to turn these CSR ideas into actions, such as the interviewee
who explained how for her company it made sense to design emerging
strategies (Mintzberg, 1987), when she explained how “for our company it is
clear that we need to have a clear idea of what is the central concept in our
business model, but the formulas we need to create will not be viable forever,
so we have to keep the central concept in mind and be prepared to stay in
constant evolution”. In this regard, most of these narratives seem to reinforce
this idea that the company’s strategy should integrate at the center CSR and
innovation as the two core concepts to advance toward the company’s vision,
where the key is that “you have to stay faithful to your model without dying of

your own success you had in the past.”

Conclusions and next steps

First, the eight case studies confirm once more the conclusion from my
preliminary study (Chapter 3) that CSR policies generate a significant positive
value on the competitiveness of these eight companies. Yet, as we have seen
in Figure 11, each company seems to find a unique focus for their CSR
approach, usually connected to the company’s core competitiveness factors
and competences, such as reputation, clients, knowledge management, human
resources, innovation, quality, supply chain management and community
relations. This central competitiveness factor is what connects CSR and
competitiveness for each company, and provides meaning, vision and strategic
intent. Then, CSR generates impacts on many other practices and also on other
competitiveness factors of the organization. In other words, evidence seems to

suggest that each of the eight companies develops many different CSR policies
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and activities, but that only some of them could be considered as responsible
competitiveness strategies in that they generate significant value for the
company as well as for society. In some cases, some CSR practices seem to
focus on generating social value, which I call philanthropic CSR, others seem to
focus more value for the company in terms of image than actually on society,
which | call cosmetic CSR, and yet some other practices seem to not really
generate either value for society nor for the company, which | call redundant

CSR. This distribution of CSR policies and practices is illustrated in Figure 13.

Figure 13: Identifying responsible competitiveness

Social value generated

Yes NO
]
(&)
<
e 3 RC Cosmetic
g > CSR
()
>
I
>
(]
3
£ o| Pilanthropic Redundant
s = CSR CSR
m

The idea would be that most companies today would have cosmetic,
philanthropic and redundant CSR policies and practices, but not all of them
have responsible competitiveness strategies. Thus, the top left quadr