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Abstract

Purpose – The purpose of this paper is to explore the ways in which companies are embedding the

corporate responsibility function in different organizational structures, and to identify, when possible,

best practices related to organizational structures which have proved effective in managing corporate

responsibility that can be applied by any organization, regardless of size or industry sector.

Design/methodology/approach – The authors developed and applied a methodology, in the form of a

questionnaire, covering more than 40 aspects to describe what companies are doing to integrate the

corporate responsibility function in their organizational structures. The design of the survey was based

on available literature as well as their own professional experience answering questions commonly

received from clients in Latin America. The questionnaire was then applied to a small sample using

companies’ public information from reports and company web sites.

Findings – The application of the questionnaire on a sample of Chilean companies using their public

information tested the tool as valid and fit for the designed purpose. The main conclusions were that CSR

structuring and CSR strategies are both strongly associated with the size of the company in terms of

number of employees and revenues.

Originality/value – Many questions arise when the task of implementing CSR is proposed and Latin

American companies are trying to apply best practices by learning from the experience of companies

with longer histories in CSR matters. However, trends are not uniform and different organizations are

taking a variety of pathways in the process of CSR implementation. This paper offers a general vision of

how companies are making the effort to implement CSR best practices, in terms of structure, strategy

and scorecard; and presents a simple tool to assess the gaps, if any, in the effective embedding of

corporate responsibility on organizational structures.
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Introduction

Integrating the corporate responsibility function has become a must for companies if they
wish to remain competitive in the markets they act – which are growingly globalized and

highly aggressive – and become leaders by distinguishing themselves while adding value
to the firm. The process involves a great deal of change throughout the organization, with

impacts that usually go beyond the organizational chart, and hopefully reach into the
organization’s culture.

The way in which companies are integrating the corporate responsibility function varies

widely, and the old adage ‘‘structure follows strategy’’ does not always seem to be the rule.
When applied, we find that structure becomes the perfect driver for organizational change;

when it is not, structure is more likely to become a factor of resistance to change. Is there a
‘‘one size fits all’’ structure that ensures the effective embedding of CSR function in an

organization? Can we at least identify successful practices that apply to any organization,
regardless of size, industry sector or country of origin?
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In order to answer those questions, we should begin by understanding what companies are
currently doing, and how. The reality of large multinationals with headquarters usually
located in developed countries is probably quite different from the problems faced by
businesses of other scales in developing countries, or emerging markets. Still, managing
corporate responsibility effectively remains a challenge for all. In response, we prepared an
assessment tool in questionnaire form, based on the questions that companies frequently
present to us in search of best practices. Over 40 aspects considered relevant are covered
to understand what companies are doing to integrate the corporate responsibility function
into their organizational structure. To prove the tool’s relevance, we present the results of a
comparative study of a few of the questions included, for a sample of Chilean companies
using published information.

Throughout this paper we will use the terms ‘‘CR’’ (corporate responsibility) and ‘‘CSR’’
(corporate social responsibility) as synonyms, as we consider that ‘‘CSR’’ fairly reflects the
economic, environmental and social dimensions of business.

The challenge

In the past five to ten years, the importance of the CSR function (function being defined as
‘‘the actions and activities assigned to or required or expected of a person or group’’) has
grown in different regions of the world – Latin America being no exception. Throughout the
region we have observed, in our role as business consultants, the changes and challenges
that our clients face as they develop, grow, and compete in, ever more demanding markets
– internationally and locally.

In Chile, the past five years have been key in developing and formalizing the CSR function;
we have been approached repeatedly by companies, posing a wide array of questions
regarding the CSR function in their organizations:

B Should we move forward with a separate CSR department, or just set responsibilities and

targets in the existing structure?

B Is it right for the CSR function to rest in the PR department (or, corporate affairs or human

resources department)?

B Should environmental and human resources issues be also an objective and

responsibility of the CSR department?

B How is the CSR budget in my company in relation to the industry standard?

B Is it necessary to establish a CSR committee at the board level?

B We operate in seven different countries . . . how do we integrate the CSR function at a

global level without losing the local perspective?

B Should the CSR manager be recruited from within or outside the company?

These are just some of the questions our clients keep asking themselves, and us.

In order to answer those questions, it is time to gather information using a systematic
research on current company actions, including but not limited to recognized business
leaders in the field of sustainable development.

Strategy or structure: what comes first

We have observed that many companies in the developing world faced the challenge of
integrating the CSR function by what could normally be considered the end of the process:
changing the organization’s structure, without going through the needed discussion,
agreement and implementation of a defined strategy. These could be the reflection of a
natural reaction: realizing that CSR is important to the organization, that something needs to
be done about it, and therefore someone needs to take care of it. Having established a CSR
position, companies are usually over-confident that they are moving in the right direction,
forgetting to integrate the CSR function into the broader perspective of risk management.

Thus, the CSR manager – under various denominations – appears in the new organizational
structure of the company. It is not uncommon to place this role within the PR department, or
HR, or corporate communications, or environment, always responsible and subordinated to
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a C level executive. However, does this new manager connect with the other departments, if
at all? How does he/she reach the board? What are the specific responsibilities of the CSR
manager?

This is not only an issue in developing countries; on the contrary, it is also an issue in the
developed world.

Commonly, CSR corporate practitioners in the UK are in charge of (Acona, Acre and Ethical
Performance, 2008):

B environmental management/climate change;

B reporting;

B community involvement;

B marketing (to internal audiences); and

B stakeholder dialogue.

Further, a new position is starting to be visualized: the Chief Sustainability Officer (CSO),
comprising and integrating not only traditional CSR activities but also broader risk
management responsibilities (Griffiths and Perera, 2007).

Therefore, without addressing the strategy issue, and without first considering what and how
the company will integrate CSR issues in its business fundamentals, there is a high risk for
the CSR manager to become an odd piece in a puzzle, without real authority, which implies
the inability to create value for the firm – and society.

A CSR strategy must include planning, strategic objectives, targets and deadlines.
Strategies need to be discussed at the appropriate level, and to be fully operational they
need transversal and proper authority.

Making CSR operational

Another dimension of the analysis poses the question of who should be responsible for
corporate governance and the company’s CSR policies and objectives? It should probably
be someone with full knowledge of the company’s impacts on society, both positive and
negative, and with the appropriate level of understanding of current and future risks faced by
the company. There seems to be consensus around the idea that it should be someone who
has the capacity to influence the company’s strategic planning (Park, 2008) which ultimately
means that the involvement of the Board is crucial for effectively embedding the CSR
function in organizations. Having the Board supervising the integration and implementation
of CSR in an organization immediately places CSR issues at the core of business strategy.

Moreover, legislation in several countries seems to be moving in that direction, holding
Directors accountable for the environmental and social consequences of business
decisions. The combined code on corporate governance makes it clear that corporate
responsibility is important. It states that ‘‘directors should set the values and standards of the
company and ensure that it meets its obligations to shareholders and others’’.

The board should be responsible for (Mackenzie and Hodgson, 2005):

B setting values and standards;

B thinking strategically about corporate responsibility;

B being constructive about regulation;

B aligning performance management;

B creating a culture of integrity; and

B using internal control to secure responsibility.

However, the role of boards is to govern, not to manage, so they have to delegate. The
struggle is not new. The alternatives found in practice to embed CSR in an effective
organizational structure were clearly described years ago by business for social
responsibility (Business for Social Responsibility, 2002). And, it appears that the options
are still open and remain the same.
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There are many ways to place the CSR role in the board: appointing the CSR responsibility to
an existing board member, dedicating a committee exclusively to CSR, or even involving the
whole board on CSR decisions. The same applies at the executive level, where members of
the executive committee can be made responsible for CSR oversight, a new member can be
added to the executive committee with CSR responsibilities and expertise, or the entire
executive committee can be included in CSR decisions. As we move down through the
organization, the same rationale can be applied, centralizing or decentralizing,
concentrating the CSR responsibilities in one department, or distributing responsibilities
according to different criteria, like geographic locations, business divisions, etc., with or
without cross-functional interaction.

Regardless of the structure of choice, we observe that commitment from the Board must be
followed by responsibilities down the ladder. To assign responsibilities and get the rest of the
organization ‘‘on board’’, there is nothing better than a set of correct incentives. Culturally,
that implies a huge shift from short-term cost cutting views, to long-term sustainable
performance (Kelly and White, 2007). The organization should decide on the set of
incentives that works best to complement profit maximization with CSR performance. Just as
it is when it comes to any other strategic component of a business, the performance is to be
measured and assessed, according to an established formal strategy.

Time for answers

The preceding thoughts were the triggers for this paper as a contribution from our business
experience to further much needed research.

While there appear to be no ‘‘one size fits all’’ answer and much has been and is being
theorized, we felt the need to systematize an approach that could lead to meaningful
correlations between the characteristics of a company and its related strategy, structure and
practical implementation through systems and scorecards. This need gave rise to a
questionnaire that could be used as a research and diagnostic tool to gather experiences
and trends in CSR throughout the corporate world.

The application of the tool would allow us to describe how and where in the company
structure corporate responsibility has been embedded, and – in turn – to assess whether
there are structures that could be more effective than others.

Having identified the need for a study that attempts to cover and provide an answer to the
main questions our clients are asking; we have incorporated – the issues considered
relevant to understand what companies are doing to integrate the corporate responsibility
function in their organizational structure. Therefore, we structured the tool in four sections:
company characteristics, strategy, structure, and systems and scorecards.

For its application we chose, for a small sample of Chilean companies, a few questions from
each section and applied the questionnaire using publicly available information to test its
usefulness.

A practical tool

The questionnaire is a comprehensive detail of what is being frequently asked by companies
when searching professional consultancy advice, according to our experience.

The four sections allowed us to understand:

B the main features of the company;

B how deep the strategic discussion and implementation of CSR related issues has been so

far;

B how this discussion has been converted into structural and functional practices; and

finally

B how this has been incorporated into systems and, most importantly, into evaluation and

remuneration practices through scorecards (Figure 1).

The answers give a complete characterization of current practices, which in turn allow for
correlations and conclusions as to best (or preferred) practices.
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Figure 1 The practical tool
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Figure 1
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Most if not all the questions could be answered by reviewing/researching publicly available
information. We have added some questions that could supplement the research through

focused interviews. The questionnaire could also be used by companies as a practical self
assessment tool to identify opportunities for improvement in the way they are integrating the

CSR function. While most of the questions included in the survey come from what we have
been asked by business on consultancy practice, many of them have been taken from, or
adapted from other sources (GEMI and BSR, 2006; Melcrum Publishing, 2005; Club de

Excelencia en Sostenibilidad, 2007) (Figure 2).

An application in practice

As previously stated, we used a condensed version of the tool on a sample of Chilean
companies to test its potential for drawing conclusions and correlations. The summarized

questionnaire is shown in Figure 3.

The sample chosen and the source of information was a list of 26 companies that published

sustainability reports in Chile in 2007, based on publicly available information- mainly
corporate web pages and/or printed sustainability reports.

The results of the application are shown in Tables I and II.

Figure 1
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After having answered the characterization section, we performed an analysis on the three
categories included in the tool in order to determine correlations, gaps, and finally trends on
sustainability practices in Chilean companies (Table II).

Based on the above the following relations and conclusions were found:

B Sustainability reporting is still a domestic effort, with no exposure to world-class index

assessment systems.

B Sustainability reporters unanimously show adoption of GRI as the reporting

guidelines.

B Three out of four companies present at least a two years track record of sustainability

reporting.

B Credibility is provided by the reporting effort and the reputation of the companies,

rather than by external assurance.

B Leaders in sustainability reporting fall behind in the definition of a full range of

sustainability policies; however, all the companies have at least one relevant CSR

policy, and most of them have two.

B The variety of names for the CSR position shows no uniform understanding of the

CSR function, however, they can be broadly aggregated into three categories:

‘‘CSR’’, ‘‘communications’’, and a blend of ‘‘environmental’’ and ‘‘sustainability’’.

B Companies are moving forward on policy making, but the structuring of CSR areas is

lagging behind.

Figure 2 Proposed questions for a deeper understanding of the company’s systems
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B CSR structuring and CSR strategies are both strongly associated with the size of the

company in terms of its employees and revenues. The larger the company, the

bigger the chance to find a structured area, and the more sustainable

development-related policies declared.

B The absence of information in the public domain on the number of people (team size)

that work in the CSR function reveals that these data are to be collected through

interviews.

B The CSR function appears to be placed mainly in specific departments rather than

distributed through the organizational structure.

B Making CSR operational through BSC is still an immature practice.

B Companies are putting strategies into place, are slowly creating structures, but they

fail in bringing downstream CSR practices into their organizations and in associating

business performance and CSR performance.

With this tentative research we wanted to show the effectiveness of our tool in order to draw

conclusions on CSR trends and help organizations improve their CSR path. Our findings
show interesting conclusions that make us believe that applying the complete tool

extensively, would certainly help to pinpoint trends, describe the state of the art, make
correlations and eventually define best practices, to successfully put CSR into action, from

strategy to operations through effective structures.

Figure 3 Summarized questionnaire
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Finally, we wish to emphasize that it is time for empirical research to light the road toward
meaningful comparisons to draw conclusions as to best practices. Our contribution is a tool
to guide research based on real information needs requested by businesses. Good
practices identified and correlations detected could impulse adoption. Adoption, in turn,
would heighten the bar for progressive improvement of effective organizational structures,
leading to proper embedding of CSR in business fundamentals.
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