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1.1 How should you define Socially.
Responsible Company?

s “I’ve always believed that the greatest contribution a business can
make to society was Its own success, which is a fountainhead of jobs,
taxes, and spending In the community. I still believe that — but | don’t
think that is enough anymore. And | don’t believe that even generous
financial philanthropy on top of that prosperity is enough. In these
times, companies cannot remain aloof and prosperous while
surrounding communities decline and decay...*

Jack Welch, CEO, General Electric

'How would you define Corporate Social Responsibility
In your own words?’




1.2. One | use, and Is widely used

In Finland

s EK - The Confederation of Finnish Industry and
Employers has defined that implementing
sustainable development (Bruntland Report
defenitions in 1987; economic, ecologic and
social pillar with integrating cultural aspect) in
business operations Is corporate social
responsibility. Therefore it is based on voluntary
active actions and can be seen as an element of
competitiveness. Today discussion Is about
refrasing the term into “vastuullinen
yritystoiminta® and sustainable competitiveness.
Where the obligations of the company are

P4 beyond the minimum legal requirements




1.3. The Concept of Corporate

Soclal Responsibility

s [riple Bottom Line (Elkington, J.), which Is
narrowed view of Sustainable
Development

e Economic performance: steady income for
owners, realiable accountancy systems,
Increasing staff, donations for outside causes
and paid taxes

= Soclal accountabllity: working conditions,
amount of in-house education, social quality
control of purchases

= Environmental management: electricity
consumption, CO2 emissions, amount of
material flows inside corporatlons




1.4. The Concept of Corporate
Soclal Responsibility 2

s Corporate responsibility as an resource

e Human Capital: Knowledge skKills,
experinces of personnel, learning systems
of organisations

e Soclal Capital: Stakeholder relationships,
Inner trust building processes of the
corporation, corporate governance,
business ethics and standards

e Natural Capital: Refers to the way nature,
be it a resource or a target for action, Is an
essential part of welth creation

BEE) . All these resources should be used in a company
j In such a way that they accummulate while being
used. Long-term sustainability should thus prevail
over short-term interest




1.5. Why: Is this relevant?

. We are living In a very different world now
compared to the international business
enviroment just 20 years ago. What has
changed fundamentally is the way In which
ecomies, societies and individuals are tied to
each other more closely than before
(globalization, internet)

. New rules for code of conduct

(lan Wilson, long-term advisor to Jack Welsh GE)

- Legitimacy as purpose

. Governance as opening up
. Fairness as wealth

- Nature as partner

: Employment as contract

- Public role as strength

. Ethics as human power

NOoO OO~ WNPRE




2. Why Companies should be
responsible ones?

Top Five Reasons Respondents Have Not Adopted Sustainability Business Practices

(n=34 - Those who have not adopted sustainable practices)

N Clear Business Case

Lack of Key Stakeholder Interest

Lack of Senior Management Commitment

Ditticul! to Measure

Lack of Legal Requirement 41%

0% 0% -20% -~ 30% 40% S0%  60% 0%  BO%

Percent



2.1. There can be seen
opportunities also

Top Ten Reasons Respondents Have Adopted Sustainability Business Practices

{n=106 - Those who have adopted sustainable practices}

Frhanced Reputation 0%
Competitive advantages
Cost savings

Indtustey frends
{EOBoard
CoriTiiiment.
Customer dermand
SRI demand

Top line growth
Shareholder demand 20%
Access to Capitad 12%

0% 1% 20% 3 40% 50% B0 % 70% 80% 90% 100%

Red = Financial - Blue = Non-Financial Percent



2.2. Benefits for Organization in

summarized manner

s Long-term profitability and licence to
operate

e Managing globalization (publicity, value
chains)

e Risk Management (funding; SRI, ethical
funds; differenting strategy)

= Managing reputation risk

e Operations that bear publicity and proactive
publicity strategy (compliance to law)

= Image building of Company and Brand
e R&D activity - innovativity

 EHQS -management

Not an cost - investment




3. History of Corporate Social
Responsibility

= UN

e Rio de Janeilro Earth Summit, 1992

= Maurice Strong, Canadian Businessman invited
gathering of 50 top executives to the Earth Summit
and World Business Council for Sustainable
Development was launhed in 1991

e Global Compact

= Global Reporting Iniative (GRI) 1997, and first official
version of GRI guidelines were published in August
2002 http://www.gri.ord

Today we the GRI3 version, which highligts the role
of stakeholders, e.g. The most essential area in the
report are he issues raised by stakeholders

ISO 26000 Process



http://www.gri.org/

3. 1. History of Corporate Social
Responsibility

s World Summit of Sustainable
Development, Johannesburg, 2002,
Plan of Implementation

Soclel difrignsiorn Was out gack side gy side of ecolggiczl zinel econarricz)l

cdirriension. Corlirol of ,J]J.Osl] Zzaitlon zifd corgoraie rasgorsiollity s

iceoLnizollity witr corgoraie goverrience reflecis i -'rns

-yeer ofograrnme of sustainagle groducion arid consurigiion peiierns

was esiaglisried, Eurogear Urlior) ou Initietilve forwerel in trie pegirnirig.
10
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&

Decoupling aric eco-gfficigricy are i (€Y Concepis, Mearis of irnglererietiorn
ineclu cle c rnarneigernernt sysiens ard sier JrlrlrrJJ (150) and regoriirg sysierr
Glogal Regoririg Iritatlve as well as lifg-cycle agorozicr

Pearinersnigs, tyge JI nitletiives, wrich ergowers mejor grous irnolerneriiirig
WSSD outcorries il tneir owrn erez of ogeratiorl,
Good governzarnce — trensgarerncy and coooeraiion petweern alinorgtes,
citizens arid pusiness life

Capacity building in developing counties to find solutions for develoment
and sustainable development issues. Partnerships support implementing
capacity building efforts.



3. 2. History of Corporate Social Responsibility

= Other important documents and processes

e ICC

= Codes of Conduct
e OECD

= Guidelines for Multinationals 1972 originally, up-dated
- EU

= The European Summit in Lisbon, March 2000; Special appeal to
companies’ sense of responsibility, thus linking CSR closely to the
Lisbon 2010 strategic goal for a knowledge-based and highly
competitive, as well as socially inclusive Europe

= European Comission Green Paper on Promoting European framework
for CSR, MEP Howitt

= Mmultistakeholder forum (Employers organisations, Business
networks&organisations, Trade unions, Civil Society organisations)

= EC Communication (22nd, March, 2006), Implementing the partnership
for growth and jobs: making Europe a pole of excellence on CSR

e Awarness-raising and Best Praticies

e Research

e Education

e SME’s

= Multi-stakeholder approach

e Mainstreaming of CSR into other policies
e Global aspect




3. 3. History of Corporate Social
Responsibility — Case Shell

s Lessons learned from 1990’s reputation
case (Brent Spar)

e Study what was public image of Shell and
other big transnational corporations.
Conclusions were not encouraging
(misinformation, greed, exploitation,
environmental pollution). No reason to simply
any more say to the public trust us

e Some conrete proof from the side of the big
corporations was needed, that they can be led
and managed with high ethical standards. So
tell us has gone furthermore to show us




3. 4. History of Corporate Social
Responsibility — Case Shell (2)

= Only way to change public image was to
formulate ambitious targets and objective
Information about company’s operations:

e Means to follow own developmet

e Stakeholders and outsiders could do the
same

e Indicators were indroduced

-Productivity iImproved steadiliy as all environmentally hazardous
processes came under scrunity( green house gases&energy
efficiency). Moreover, the spirit among employees improved as the
public image of the company improved. Which helped recruiting
peole with highest competence. First one to hold meetings with
local stakeholdelds




4, Current State of Corporate
Soclal Responsibility

= Mainly three types ofi companies — pace setters,
observers and sleepers

= In his speech at the Johannesburg World Summit

for Sustainable Development (WSSD) last year,
the UN Secretary General Kofi Annan expressed
the challenge of corporate responsibility in the
following way: “lI hope corporations understand
that the world is not asking them to do
something different from their normal business;
rather it is asking them to do their normal
business differently.” The statement was received
surprisingly well by world business leaders when

PP they met the next day in their own “Business

=8 Day” gathering.




4.1. Building up-process of
Corporate Responsibility

1. Corporate value processes
Values, mission and vision

2. Corporate business strategy
Strategic objectives

3. Responsibility policy
Key perspectives and policies
Key indicators
Objectives
Organisation

4. Control, management and information systems for responsible
operation

Environmental leadership systems
Social responsibility leadership systems
Systems for health and safety at work

5. Reporting and communications for responsible operations
Global Reporting Initiative (GRI) and sustainability guidelines



4.2. Cycle of continious
Improvement

Deeper understandig of
drive-in forces and >
market share

Projects of change

Third phase of
development

easurable
results

Show me:
» credibility
» cost savings

customer
expectations

regulation

First phase of
development

Awerness
Understanding

Second phase of

development o
Image building

> forerunner

Katri Penttinen, JTO




5.Business Case of CSR

s [he first generation centres around the
short-term interests and motives of the
Individual company for doing good

s [he second generation focuses on
businesses’ long-term strategy for
success

= [he third generation moves the
challenge to the role that CSR can play
In addressing poverty, exclusion and

=9nVviromental degration (Simon Zadek)

No shirt fits all, clearly answer to the CSR and
competiveness guestion is ’'in some cases’ and
‘depending on’



5.1. Proactive vs reactive

s 'How an Iindustry responds to
environmental problems may, In fact,
be a leading indicator of its overall
competitiveness’

= A truly competetitive industry iIs more
likely to take up a new standard as a
challenge and respond to it with
Innovation’

Porter, M. And van deer Linde, C.

—

Based on this hypothesis VTT has carried out series
of case-studies how R&D and SD demands can be
Integrated in business




5.2. Results of case-studies

s City-Futura lead-free petrol (Fortum)
e Policy Instruments play important role

e Critical factors of success were
company’s product strategy, timing of
activites In relation to opening of the
energy markets and tax relief

e Research activities were mainly financed
by the company itself, but external work
was carried out primarily to credibility




5.3. Company Value in the Future

Environmental
o Human & Social
Intellectual

Brand & Reputation

Financial

Assets
Currently Sustainable

Measured Value Business Value

Investors

Customers

Employees

o ) Communities
f;’/ﬁ '9466
: ,_2‘,:.;‘ Y Business Partners
\ % (e.g. suppliers)
>



5.4. Current Practice of CSR




Global Report Output by Type 1992-2006

Global Report Output by Type

by
\‘ CorporateRegister.com

AR RRRRIRR
w Social £ Commmunity

W Philanthropy
Environment & Social

'Sustainable’
[EnvironrmentSocial/Economic)

'Carparate Responsibility’
(EHS/Community/Sacial)

W Environment, Health & Safety

W Environment

1992 1993 1994 1995 1996 1997 1995 1999 Z000 2001 2002 2003 Z004 2005 2006

CaorporateRegister.com, Septermmber 2006 - 2006 data still being collated




5.4.1 CSR and Markets — the
Consumption Patterns

= Boycots and addresses

s By the research done by Marketing
Radar, 70% of the consumers
considered It important, that a
company Is responsible




5.5. Supply Chains and total Life-
Cycle of the Product and Service




Providers of § Logistics Production B R & D and Sale and End use and
waste-mana

Supply of
process marketing retail
gement

raw materials -
servicies

endangered pollutio waste emissions,  recycling
spesies,agriculture n pollution

child and forced labour, dabour conditions, use of the products

rights, sweat shops discrimination in non-puropuse way

labour
rights

animal animal animal animal experiment
rights treatment transportation

unethical . . )
: . illegal immigrants :
practicies ruption

W




The boundaries of responsibility (UNEP, GRI)

*The positionsofentitiesmay change
according to issues.

Entity C

Level of Reporting Boundary

Significance

of entity in relation
to sustainability
risks or im pacts

Entity D

o Entity E

iSig nificanﬂ
'Influence |

In fluence Control ——»

Degree of Control or Influen ce bythe reporting organisation over an entity in its value chain

Figure 2:Visual Tool to Definea Reporting Boundary




... a generally-accepted
global CESR' framework?

Hille]CEM governance
Normative standards management
Codes (e.g. systems

OECD)

assurance
standards

(e.g.
AA1000AS)



5.6. Organizational point ofi view.

= What Is SD In organizational
stuctures and how they are evolved
In learning process?

e Ashby’s law: External variety requires
Internal variety.
== . The integration redundancies of functions is

needed the more the degree of
environmental turbulences increases




CSR'Is Organizational Change
Management

= Four main elements are;
o Communications
e Education
e Organizing
e Management and Leadership




Organzational obstacles

s Performance beliefs (degree)

e ’It’s difficult when you and your unit and your
company are gauged on a short-term basis. | can’t
make decisions that may work out In ten years time
— | have to think about this year’s bottomline’

Organizational barriers (diffusion)

= ’| think centralizing power is a big issue. If few at top
make all the decisions the change will always be
limited to their own agendas. If regions aren’t given
the flexibility to react to their markets, the
company’s destined for trouble’

Symbolic events (depth)

= ’Last year our company was picked by a handful of
local residents complaining about emissions. It was
In the news. The neighbors asked the wife, it made
you feel like the local bad guy’




5.7. What determines excellence
In CSR?

Integration; core business structures and strategies,
values, board level commitment, monitoring, identifying
key issues&stakeholders

Innovation; compliance and risk management, R&D
policies, internal competitions, institutional innovation,
creating new rules e.g. UN’s Global Compact

Accountability; measurable targets, public reporting,
establishing key performance indicators (DuPont
shareholder value added per pound of production),
Independent verfication

Engagement; systematic communication with key
stakeholders, stakeholder forums, global framework
agreements with international trade unions



6. Examples of CSR in Practice




M-Real (Finnish Paper&Pulp company)

Economic

responsibility

Social
responsibility

Environmental
responsibility

Forest Fair trading Legal source Biodiversity, soil

practices Sustainable rural |and water
livelihoods conservation

Industry/ | Proper Right to unionise | Emissions,

productio | reporting Working energy, waste

n Taxes, wages, |conditions minimization
social charges | gafety

Product/ |Product Product safety Product

use performance, Needs of the iInformation
service consumer Recyclability
efficiency
Producer’s Educating Recycling systems
responsibility consumers




Raha-automaattiyhdistys (Finland’s Slot
Machine Association )

s responsibility of the clients
= Low profit target, no underaged players,
limited advertisement
= Responsibility of the stakeholder relations Non-
governmental organizations; equal
partnership and grant policy
= Responsibility of products

= Responsibility of the supply chain; how to prevent
underaged playing in thousands of locations in shops,
stores, kiosks

B Respobsible personnel politcis




Thank you for your
attention!
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