

Prelude
Business Management is one of the youngest disciplines in the history of the world. During 20th century several management tools were developed and operationalized for the benefit of the businesses and the society. Corporate Social Responsibility (CSR) is also one of the fresh arrivals and is being talked about every where. The Major rationale is that all businesses exist due to acceptability by the society. If businesses grow and society is de-stabilized, chaos becomes apparent with turbulence and civil disobedience, resulting in havoc in the society. 

Some important issues relating to CSR have been reviewed in this piece.
A Review of Corporate Generations in Pakistan
Pakistan emerged as a politically sovereign country on August 14, 1947 on the World Map. Choudhry Muhammad Ali, the then Prime Minister of Pakistan, contributed an excellent treatises namely, “Emergence of Pakistan” In a chapter on the administrative and financial set up at the time of the birth of Pakistan, several naked facts were unveiled. The then West Pakistan had areas producing cotton and the factories were located in the areas given to India on the partition of British India. 

A candid analysis of the first generation of Pakistan in business was contained in the Labour Policy announced in 1969. It stated that, by and large, the first generation of Pakistan consisted of shop–keepers, merchants and  small business persons. Hardly anyone belonged to industrialist category.

Therefore they operated the corporate Sector with a narrow outlook rather than with an enlightened corporate culture. Corporate Social Responsibility was foreign to them. Out of their sympathy, they dished out some money for welfare of the society.

The second generation returned home from abroad often obtaining education from developed world to serve the country’s corporate sector. However their contribution stood belittled as massive nationalization of industries, banks, insurance companies, marketing of oil and even what was considered as small business in wheat, rice etc was carried out. 
Business and Industries stood controlled by public sector governed and controlled by the government of the day. Unfortunately appointments to high positions were not carried out through Public Service Commission. Their performance was not upto the mark and till now Pakistan is suffering from the menace of inefficiencies and the losses sustained by Public Enterprises continues to be picked up through the Federal Annual Budgets. 

Till 1978, there was not even a list of Public Enterprises (PEs). It is interesting to note that, in the year 1978, a list of 248 PEs was distributed in Pakistan Administrative Staff College, Lahore and it was announced that if a PEs name was missing in the list, its Managing Director may stand up. The Managing Director of Punjab Mineral Development Corporation stood up and announced that his name and the name of above corporation which he was heading was missing. PEs budgets were not presented to Parliament for scrutiny and approval.

The decade of 1980s was a lost decade as the then rulers exhibited more interest on issues which related to areas outside Pakistan. The decade of 1990s was witnessed by one political party in the government and replaced by another until October 12, 1998, when Army again took over and ruled till 2008. The changing landscape of political scenes of Pakistan did not permit CSR to be pursued as a sound CSR policy. Here and there some splinter corporate sector pursued CSR on individual entity basis. 
It is interesting to note that CSR was given an important cap in SAARC region by TATA Group of India. The first conference on CSR with UNDP support, was convened in New Delhi in 1999. The scribe contributed the first ever paper on CSR for the above Conference. Since then, CSR has been talked about with some contributions in Pakistan. 
The University of Central Punjab, Lahore a private sector University  with a Charter for degree awarding status, took the initiative of holding the First International Conference on CSR (November 25-26, 2008) in Lahore.
Since of dawn of democracy in Pakistan in 2008, it is incumbent on the Government, public & private sectors, NGOs, CBOs and even individuals and persons in partnership to demonstrate their total faith in CSR and exhibit strong implementation. To our mind a positive move in this respect will reduce the trust gap which does exist today. This challenge must be met, failing which the law of decline in our society will continue to have its negative impact resulting in social destabilization. 

Business Ethics: A Strong Logistic to CSR
Sound ethics ought to be embedded as a foundation for operating neat and clean business. While Harvard Business School, in 1980s, started teaching business ethics, Allah in Al-Quran advocated for ethical behaviour through divine values. The relevant Quranic verse is quoted below:
	“Allah Commands Justice, the doing of good, and liberality to Kith and Kin and HE forbids all shameful deeds, and injustice and rebellion”. (Al-Quran-16-90).


It is incumbent upon all of us to comprehend the above message and implement it to help promote and implement the message of ethics and ethical behaviour. All stakeholders must develop a commitment to above three dos and three donts. This will serve as a foundation for the institutionalization and operationalistion of CSR.
Expected Benefits of CSR
Implementation of sound ethical principles can lead to application of CSR in real life. This will generate several benefits. Some of these are given below: 

1. Some research studies by Harvard University, Depaul University and University of South Western Louisiana have tested the correlation between CSR and improved financial performance and found it positive. This can serve as a motivational factor for developing a positive outlook for introduction of CSR as an integral part of their business plan.

2. Due to development of supportive environment, operating costs can be reduced. In today’s turbulent world the financial discipline can be achieved by cost rationalization program through cost reduction.

3. Reputation of organizations must increase with enhancement of brand image. This can be facilitated by CSR. 

4. As a consequence of improved reputation of an organization, benefits may be in the shape of increased sales and customers loyalty.

5. CSR helps in facilitating increase in productivity and ensure higher quality of products. 

6. Motivation of employees is provided and their retention level may also possibly increase. 

Due to foregoing benefits, a company will have an opportunity of access to capital. 
Catalysts for CSR
Catalysts for CSR include changing expectations of stakeholders regarding business, shrinking role of Governments, increased customers interest, supply chain responsibility, growing investors pressure, growing competitive labour markets and demand for increased disclosure. 

A Plea for Social Responsibility of Business
The Social Responsibility of Business is to increase its profit*. If free enterprise system is to succeed in the world, business must promote desirable social ends and acknowledge that it has a social conscience. Consequently a must address responsibilities in respect of promoting employment, eliminating discrimination, avoid pollution and be frontline of contemporary crop of reformers.  
*Milton Friedman, The New York Time Magazine, September 13, 1970

CSR: Field Studies
Field studies have been conducted abroad and showed that the implementation of CSR has been instrumental in reaping several benefits. The following three research studies show that CSR implementation has improved financial performance:

1. A recent longitudinal Harvard University study found that “Stakeholders balanced” companies showed four times the growth rate and eight times the employment growth when compared to companies that are focused on shareholders only.
2. In 1997, Depaul University study found that companies with a defined corporate commitment to ethical principles do better financially (based on annual sales/revenues) than companies that do not. 

A study by the University of South Western Louisiana entitled “The effect of published reports of Unethical Conduct on Stock Prices” showed that publicity about unethical corporate behavior lowers stock prices for a minimum of six months. 
Corporate Code of Conduct
There is no authorized definition of Corporate Code of Conduct. This concept refers to companies policy statements that define ethical standards for their conduct. Potential authors are founders, board of directors, CEO, top management, legal departments and consultants. 

The Conference Board is a not-for-profit, non-advocacy business membership and research organization. Its work is spread over 60 countries of the World with over 2300 enterprises. It has distributed the formats into the following three categories:
1.
Compliance Code: 

· Directive statements give guidance

· Prohibits certain kinds of conduct. 

2.
Corporate Credos: 

· It contains broad general statements of corporate commitments to constituencies, values and objectives. 
3.
Managerial Philosophy Statements: 

· Formal enunciations of the company or CEO’s way of doing business.

	FTSE 4 Good Global 100 Index


The above index has listed eight Asian and American Companies among the World’s most socially responsible companies. These include the following:

Japan
1. Honda 

2. Matsushita Electric 

3. NTT 

4. NTT DoCoMo

5. Sony

6. Toyota 

Hong Kong 

7.  Hutchison Whampoa 

America 

8. Microsoft 

The British index specialist FTSE choose the 100 index based on their environmental record, relationship with stakeholders and support of human rights. 

Asia week, July 20, 2001 p.49

Promoting Application of CSR
Figure 1

Measurement of CSR

The above aspects must be carefully comprehended for promoting CSR in application and are now briefly reviewed below: 
1.
Principles of Social Responsibility:

The approach is institutional. It is firmly based on an enterprise’s basic obligations as a business organization. The focus is on relationship between business and society at large with the following three elements: 

Table No. 1

Elements of CSR Model

	Element
	Operational Details

	1. Legitimacy 
	Business is a social institution. Therefore strong interrelationships must exist between business and society.

	2. Public Responsibility 
	The focus ought to be on the enterprise and its processes and outcomes in respect of what it actually does. 

	3. Managerial Discretion
	Managers and other decision makers are moral actors. They should exercise their discretion towards socially responsible outcomes.


2.
Processes of Social Responsibility: 
Business environments are ever changing. The impact of internal and external environments must be carefully studied. The pertinent data in this respect be carefully studied and adjustments must be made carefully. Mechanisms to analyze the impact of environment must be developed. PEST Formula is suggested to comprehend the external environment. Table 2 presents a suggested approach: 

Table No. 2

PEST Formula for Analysis of External Environment

	Dimensions Factors
	International
	Regional
	National

	1. Political 



Year 1



Year 2



Year 3



Year 4



Year 5
	
	
	

	2. Economic 



Year 1



Year 2



Year 3



Year 4



Year 5
	
	
	

	3. Sociological 



Year 1



Year 2



Year 3



Year 4



Year 5
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Attention should also be given to business environment, scanning stakeholders, management and issues concerning stakeholders. 
For operationalizing above aspects, it is necessary that environmental scanning should be carried out and mechanism must exist to review social issues relevant to enterprise. From stakeholders and management viewpoint, ethical accounting statement must exist, social audit should be carried out and analytical body for social issues should address these as an integral part of policy making. 

Illustration 

Ben Cohen, Founder of Ben and Jerry’s Homemade Ice Cream, explained one aspect of ethical principles of the firm is as under: 

	“Business tends to exploit communities and their workers, and that was not the way I thought the game should be played. I thought it should be opposite-that business had a responsibility to give back to the community, that is because the business is allowed to be there in the first place, the business ought to support the community, what we are finding is that when you support the community, the community supports you back. 


3.
Outcomes 

Outcomes focus on three dimensions. These are given in Table No. 3:
Table No. 3

Outcomes Category

	Focus
	Operational Aspects

	1. Internal Stakeholders 
	Human Resource policies with effects of corporate hiring and employee benefits practices. 

	2. External Stakeholder
	Policies regarding community related corporate philanthropy, effects of toxic waste disposal. 

	3. External Institutional 
	Awareness regarding environmental regulation affecting entire institution of business rather than one specific firm. 


Various owners as internal stakeholders include profitability, corporate irresponsibility, legal activities, community welfare, corporate philanthropy and code of ethics. The measurement of above can be carried by various indicators mentioned respectively-return on investment, fines, percentage of earnings allocated to community welfare, and publication of code of ethics.

There should be code of ethics for managers who should be well trained. Regarding employees, indicators include staff relations, safety issues, pay and retirement benefits, layoffs, employee ownership plans (ESOP), policies regarding minorities and women. A positive program must exist covering the above aspects.
External stakeholders have a long list. Some of the significant ones include customers, community, suppliers and natural environment. For each of these, there are different indicators and measures which researchers have identified and are briefly reviewed now. Code of ethics must exist for customers and there should be an evidence of its application in the area of products and/or services. Litigation should be to the most minimum level. There ought to be no public controversy regarding the product or service rendered. False advertising should be conspicuous by its absence. Regarding community, amounts should be allocated to community programs and direct involvement in community programs. In respect of suppliers, there should be firm’s code of ethics, supplier’s code of ethics and no public controversy. Pollution and toxic waste should be avoided. Recycling and use of recycled products should be encouraged.

Regarding business as a social institution there should be code of ethics. The level of generic litigation should be the most minimum and the public policy image of the external institution should be an empowered one. 
CSR: Research Dimension in Measurement
David Owen and Christopher Humphrey, Professors at the University of the Sheffield and Tracey Swift, a researcher, have suggested the model for developing goals and suggesting measures of Corporate Social Responsibility. The perspectives included customers, society and environment, people and financial. For each of these specific goals and measures have been suggested. New forms* of corporate reporting includes Board level commitment to CSR issues. 

Concluding Comments
Socially responsible companies in South Asia are beginning to realize the benefits of CSR. Many enlightened industries, financial institutions, utilities, infrastructure institutions,  multinationals, private and public sector enterprises in Pakistan are rising to the fact of accepting belief in CSR and therefore have initiated positive steps. Some NGOs have been set up in Pakistan in this respect. Responsible Business initiative is an NGO in Lahore which is advancing the cause of promoting CSR. They need guidance. This piece is a humble effort to promote CSR. It is hoped that awareness will continue to grow in future and CSR will become a way of life for enterprises. Thereby business will become more socially responsible and reap the benefits which have been enjoyed globally by implementing the spirit of CSR.
*Roger Adams, New Forms of Corporate Reporting, “Student Accountant” of ACCA of UK< June/July, 2001 p. 10-15 
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