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Abstract

This paper suggests a proposed methodological framework that can be followed
by companies in order to implement an effective CSR programme in all areas of
their operation, consisting of three distinct stages: Analysis, Execution and
Performance Evaluation. The suggested framework permits the development of
corporate CSR programmes adapted to the unique characteristics of each sector
and company, emphasizing different stages according to organisational activities,
missions and the resources that can be utilised. The framework includes
weighted performance indicators relating to a company’s impact on different
areas of activity such as the environment, the community, human capital,
shareholders and the marketplace (customers and suppliers).
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1 Introduction

The concept of Corporate Social Responsibility (CSR) has emerged as a very
‘hot’ issue in the last ten years. The last few decades have seen an increase in
awareness on the part of corporate entities in Western democracies that they are
morally obliged to offer back to society. Social responsibility refers to the
obligation of a firm, beyond that required by law or economics, to pursue long-
term goals that are good for society (see for example Buchholz [1], Robbins and
Decenzo [2]). The different definitions provided in the literature may refer to
ethical behaviour, sustainable development, the environment, and to
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philanthropic ideas. It is important that organizations are committed to fulfilling
expectations and moral obligations at the level of society. This means that right
conduct takes into account the welfare of the larger society (Papasolomou—
Doukakis et al. [3]).

According to the World Business Council for Sustainable Development
(WBCSD) [4], CSR is the ethical behaviour of a company towards society
management acting responsibly in its relationships with other stakeholders who
have a legitimate interest in the business, and it is the continuing commitment by
business to behave ethically and contribute to economic development while
improving the quality of life of the workforce and their families as well as of the
local community and society at large.

Carroll [5] argues that corporations should not only be judged on their
economic success but also on non-economic criteria. To fulfil the good corporate
citizen role a corporation should fulfil the following responsibilities (Carroll [6]):

e Economic: earn a fair return on capital to satisfy the shareholders, deliver
value for money products to satisfy customers, create new jobs and new
wealth for the business, and promote innovation.

e Legal: comply with the law.

e Ethical: be moral, fair, just, respect people’s rights, avoid harm or social
injury and prevent harm caused by others.

e Philanthropic: perform beneficial activities for society. Lantos [7, 8]) labels
this type of philanthropic CSR as “humanitarian” or “altruistic”, and
suggests that the organization uses it as a marketing tool to enhance the
firm’s image.

The above suggest that economic performance and legal conformity must not
be the only drivers of corporate operation. Voluntary contribution to society is in
the heart of CSR and should be a strategic decision of each organization.
Lantos [7] introduced the strategic nature of CSR, providing the following
classification:

e Ethical CSR (including economic, legal and ethical as one group)

e  Altruistic CSR (philanthropic, going beyond ethical, regardless of whether
or not this will benefit the business itself)

e Strategic CSR (fulfilling those philanthropic responsibilities which will
benefit the firm through positive publicity and goodwill).

The area defined by advocates of CSR increasingly covers a wide range of
issues such as plant closures, employee relations, human rights, corporate ethics,
community relations and the environment. Indeed, CSR Europe, a membership
organisation of large companies across Europe, in its reporting guidelines looks
at the following areas:

Workplace (employees)

Marketplace (customers, suppliers)

Environment

Community

Ethics

Human rights.
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Whether or not business should undertake CSR, and the forms that
responsibility should take, depends upon the economic perspective of the firm
that is adopted.

The formal way of expressing the Corporate Social Responsibility orientation
of an organisation is the annual CSR Report. The corporate Social Responsibility
reports which have now become an annual report in addition to the traditional
annual financial reports is one of the vehicles used to demonstrate how caring
they have been over the financial period that has just ended and how they intend
to continue to be even more so in future periods (Idowu and Towler [9]).
Advocates of CSR reports have put forward some perceived benefits, which an
organisation may derive from its provision. Examples are: increased customer
loyalty, more supportive communities, the recruitment and retention of more
talented employees, improved quality and productivity and the avoidance of
potential risks related to reputation, which may arise from environmental
incidents.

Cooper [10] states that the benefits may be more subtle and realised over a
longer timescale than is sometimes suggested, but there is no doubt that the
resulting benefit will be enormous in the long run.

The difficult task of measuring the results of CSR has been a matter of
discussion both by academics and practitioners. Some of the literature on
corporate social responsibility combines CSR with stakeholder theory
introducing corporate social performance. The literature has attempted to
describe an emerging model of the issues that lead to a coherent model of what
would represent corporate social performance (Moir [11]). However, it is also
designed to assist managers in thinking through social issues (Carroll [5]).
Following on from Carroll and Wartick and Cochran [12], Wood [13] develops a
complete model of corporate social performance. This builds upon the issues of
corporate social responsibility and corporate behaviour within its context and in
particular to look for alternative motivations.”

Adopting Wood’s framework, business might undertake corporate social
behaviour, because:

e the activity relates to the business primary or secondary activity and that
there is a business return (Preston and Post [14]);

e it forms part of corporate philanthropy;

e business wishes to influence particular stakeholder groups.

Wood and Jones [15] extend the CSP model by finding that the type of
measure involved depends upon the particular stakeholder to be addressed.
Measures they examine include measures related to reputation, or others such as
corporate crime, which have been “developed for certain purposes”. They
observe that “although the measures that have been used so far have focused on
particular areas of CSP . . . they have limited use in Business Impact [16].

CSR Europe [17] states that “in order to measure their overall performance as
well as their performance on specific CSR issues, companies use input, output,
outcome and process indicators” (emphasis in the original). Particular indicators
are proposed for companies at different stages of development from those
“beginning to measure progress” through to “further improvement of their
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performance”. It is interesting to note the range of areas covered in an
assessment of CSR. The debate on what to measure in assessing corporate social
performance and how objective measures can be obtained and verified is an issue
of much current debate (e.g. Gray et al. [18]; Gonella et al. [19]), but it is clear
that business is seeking a practical solution.

In their effort to measure the effects of Corporate Social Responsibility, both
practitioners and academics struggle to assess the appropriate performance
measurement system. For example, Wood and Jones [15] propose specific CSR
measures for the different stakeholders of the organisation. CSR Europe [17]
recommend the use of input, output, outcome and process indicators to the
companies in order to measure the effectiveness of their CSR effort.

2 A proposed methodological framework

This paper suggests a proposed methodological framework that can be followed
by organizations in order to implement an effective CSR program in all the areas
of their operation. The methodology consists of three distinct stages (Figure 1):
Analysis, Execution and Performance Evaluation. The suggested framework
permits the development of corporate CSR programs adapted to the unique
characteristics of each sector and company, emphasizing on different stages
according to organizational activities, missions and the resources that can be
utilized. The framework includes weighted performance indicators relating to a
company’s impact on different areas of activity such as the environment, the
community, the human capital, the shareholders and the marketplace (customers
and suppliers).
Feedback

CSR

Execution

PEST SWOT Activity Areas Multicriteria
Analysis | Analysis  Classification Analysis
Missions CSR
Definition Action Planning

Figure 1: Overview of the suggested CSR evaluation framework.

The analysis and definition of the factors that affect the strategic orientation
of the organization concerning CSR is of great importance. The analysis must
assess the external and internal environment of the organisation with the use of
the appropriate management methodologies. PEST (Political, Economical, Social
and Technological) analysis examines factors that can affect the organisation
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directly or indirectly. The environmental assessment enables a consequent
SWOT analysis (Strengths, Weaknesses, Opportunities and Threats), which
combines the external assessment with an internal one. The organisation analyses
the internal strengths and weaknesses it possesses and, taking into account the
external environment, it defines the opportunities and threats that can recognise.
The aim of the organisation must be to transform strengths into opportunities and
neutralise weaknesses in order to avoid future threats. Taking into account both
the internal and external strategic analysis, the organisation must define specific
CSR targets. The targets must be formulated in such a way that they can be
measured, but they can be either quantitative (e.g. a specific level of energy
consumption) or qualitative (e.g. a specific level of customer satisfaction). The
targets must be coherent with the existing organisational culture and the
predefined corporate vision and must be the result of contribution of different
organisational departments. The cooperation of the Top Management with the
employees encourages CSR initiatives and creativity.

After the assessment of corporate practices, new specific action plans have to
be defined. The selection of alternative courses of actions depends on the
strategic priorities and the particular characteristics of the market in which the
organisation operates. It is a usual case that an organisation must adopt different
CSR approaches in different target-communities.

The second stage includes the social actions that have been decided to be
undertaken by the corporation. This stage executes specific CSR plans in order to
fulfil the targets set in the first stage of the proposed methodology. Based on an
extensive literature review as well as on the corporate practices identified
worldwide, the following basic categories of CSR initiatives have been
recognised:

Environment

Society

Human Capital
Shareholders

Customers and Suppliers

For each one of the above categories, specific CSR plans and practices are
formulated and executed. From the organisational point of view, a CSR
Committee should be appointed that are responsible for the coordination of CSR
actions of the different organisational units in the corporation. Detailed
instructions can be provided to the involved employees through specific action
plans.

The third stage concerns the evaluation of Corporate Social Responsibility
based on the predefined categories. This evaluation aims at the measurement of
the objectives’ achievement, and the investigation of suitability of the policies
deployed. The evaluation process is very difficult by nature because it is mostly
based on qualitative attributes, which cannot easily be translated in measurable
results. As a consequence, it is preferable to identify performance measures that
can be found in financial statements, which are related with the qualitative ones.
The use of easily attainable performance measures enables the evaluation
process, which, in other case, could prove problematic and inappropriate for
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comparisons. The examination of corporate financial results and the
identification of the position of a company try to minimise the subjective
judgement, even in the case that no cost elements can be found.

The proposed methodology suggests the evaluation of companies with the use
of multicriteria analysis. The selected multicriteria analysis approach that was
included in the methodology is the simple case of the linear additive evaluation
model, expressed from Keeney and Raiffa [20]. This approach can successfully
be used if the evaluation criteria can be defined independently as far the selection
is concerned. A simple test performed in order to guarantee that the selected
criteria are mutually independent is the ability to provide scores without the need
to know the scores of other criteria. The linear model expresses the way by
which an alternative (company, in our case) receives its score by combining the
scores provided in the different criteria. The final score is expressed as the
product of the selection score in each criterion multiplied by the weight of this
criterion. The final score selection results as the weighted sum of the sub-scores
of all criteria. Assuming that we have n alternative selections (companies) {a,

a,, ... ,a,,} and m selected criteria {c, c5, ... ¢y} With corresponding weights
{wW1, W2, ... Wn}, then, if the score of the criteria for selection a; is {S;j, S, ...
Sim}» the total score of criterion i is given by the formula:

m

Si =Wy sy TWyspt o Tw,s;= lej Sjj
i

Scores are provided for the five categories (criteria) that were analyzed in the
second stage of the proposed model (m=5). Each category is decomposed into
sub-categories with related quantitative and qualitative performance indicators in
order to enable easier scoring. The weight of each criterion is determined by a
thorough analysis of existing companies on a sector level. For example, the
environmental aspect is more important to a manufacturing company compared
to a service company such as a bank.

The scores of each criterion for the CSR evaluation follow a 5-degree scale,
which corresponds to the following meanings:

1: Low level of CSR conformance

2: Moderate level of CSR without significant proposals
3: Moderate level of CSR with improvement potential
4: Good level of CSR conformance

5: Very good level of CSR conformance

The proposed scale does not include an ‘Excellent’ CSR conformance
because such a classification would be against the concept of CSR which
supports the voluntary participation of organisations and their effort for
continuous improvement in CSR issues.

3 Implications and further research

The paper presents a first attempt applied in the Greek market in order to
evaluate CSR initiatives. A simple multicriteria analysis was introduced in order
to assess the performance of companies in their sector. The difficulty in
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quantification was recognised both in the scoring procedure as well as in the
weighting process of the selected criteria. However, the calculation of a CSR
score was found to be useful as a self-assessment process for companies as well
as for the comparison of each company with others with similar activities and
priorities. The identification of the most important CSR categories-criteria
provided some useful indications for further research. Comparing these
categories with the views of the Balanced Scorecard introduced by Kaplan and
Norton [21], it can be seen that three of them are common at a large extend,
whereas the other two are partially covered by different Balanced Scorecard
views (Table 4). This finding supports Epstein and Wisner’ s claims [22] that the
Balanced Scorecard approach can be useful to firms that want to proactively
manage their environment and social aspects.

CSR Evaluation Category Balanced Scorecard View
Environment Learning and Growth, Customer
Society Learning and Growth, Customer
Human Resources Learning and Growth
Shareholders Financial
Customers - Suppliers Customer, Process
Figure 2: =~ Comparison of balanced scorecard views and recognised CSR

evaluation categories.

The use of a CSR-oriented Balanced Scorecard approach, possibly in an
extended mode (with the utilization of more views), could improve the
multicriteria analysis performed, offering at the same time a cause-and-effect
relationship thinking. Moreover, it could more easily connect the CSR initiatives
with corporate strategy and communicate the importance of its initiatives.
Finally, it could help in the understanding of existing trade-offs between social,
economic, and environmental effects of specific investments, something that was
not covered in the present study.
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