Curtis C. Verschoor, CMA, Editor

Good Corporate
Citizenship Is a Fundamental
Business Practice

) One of the most extensive studies of the perspec-
tives of U.S. business leaders on corporate citizenship

and the role of private business in society has been

completed. A joint effort of The Center for Corporate
Citizenship at Boston College and the U.S. Chamber of

Commerce’s Center for Corporate
Citizenship, the research report is ti-
tled The State of Corporate Citizen-
ship in the U.S.: Business Perspectives
in 2005. The work was produced in
cooperation with the Hitachi Foun-
dation and updates a similar effort
from 2003.

The survey instrument was sent to
approximately 24,000 members of
the U.S. Chamber and the Boston
College Center, and it generated
1,189 responses from companies of
various sizes and industries. The re-
search design oversampled large
businesses in order to provide suffi-
cient responses for separate analysis.
The inclusion of members of the
Boston College Center in the survey
population also skews the results to-
ward larger firms. As the goal of the
Center is to “help business leverage
its social, economic, and human as-
sets to ensure both its success and a
more just and sustainable world,”

“Leadership has
less to do with
any single
individual...than
it does with the

culture, norms,
and values of the
Institution itself”

Ivan Seidenberg,
chairman and CEO,
Verizon Communications, Inc.

companies having an interest in re-
sponsible business are likely to be
overrepresented. Yet the findings are
still remarkable in terms of the
strength of the convictions of re-
spondents. Focus groups provided

additional insights into the motiva-
tions, challenges, and priorities of
businesses across the country.

For purposes of the study, the au-
thors define corporate citizenship as
the commitment that a corporation
makes to accomplish the following
goals:

1. Minimize risks by working to
decrease the negative consequences
of corporate activities on all stake-
holder groups.

2. Maximize benefits by con-
tributing to societal and economic
well-being.

3. Be accountable and responsive
to stakeholders, building under-
standing of the progress and set-
backs that result from efforts to
operate ethically.

4. Institutionalize and integrate
core values into operations.

The findings of the 2005 study of
the state of corporate citizenship
include:

[0 92% of respondents believe
that many companies do a great deal
more for their communities than is
talked about or known.

[0 While 81% believe that corpo-
rate citizenship needs to be a priori-
ty for companies today, 80% agree it
should be completely voluntary and
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not enforced through additional laws
and regulations.

[0 69% believe the public has a
right to expect good corporate
citizenship.

[J 64% believe that corporate cit-
izenship makes a tangible contribu-
tion to the bottom line.

Among large corporations, the
portion of all companies having the
above beliefs is even larger, ranging
from 84% to 98%.

The involvement of private com-
panies in socially related issues in-
cludes environmental protection,
support of education, and eco-
nomic development in poor com-
munities. Large companies are
likely to have a more expansive de-
finition of their role in society and
believe that human capital issues
are most urgent. Large companies
focus in particular on the role of
business in supporting the health
and safety, development, loyalty,
diversity, and civic engagement of
their employees. Ninety-eight per-
cent of executives from large com-
panies say their company’s perfor-
mance on social issues is impor-
tant to their employees.

There was significant agreement
by a majority of respondents as to
how a number of corporate actions
were important to the specific role of
business in society. It’s interesting,
yet not unexpected, to note that “op-
erating with ethical business prac-
tices” was far and away the action
deemed most “critical” by respon-
dents (62%). The following actions
were believed to be either “critical”
or “very important” by more than
half the respondents:

[J Operating with ethical business

practices (93%),

[0 Ensuring employee health and

safety (85%),

[0 Managing and reporting compa-
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ny finances accurately (84%),

[0 Maximizing long-term profits for

owners/shareowners (73%),

Providing jobs (66%),

[0 Providing employee benefits

(63%),

Protecting consumers (63%),

[0 Improving conditions in your
community (55%), and

[0 Protecting the environment
(52%).

There was less agreement on the
most important drivers of good cor-
porate citizenship:

[ It fits our company traditions
and values (73%).

[0 It improves our reputation/image
(56%).

[ Itis part of our business strategy
(44%).

[J It helps to recruit and retain
employees (30%).

The concluding commentary
from The State of Corporate Citizen-
ship in the U.S. is that businesses
realize they have an important role
as stewards for shareowners and
society alike. The question isn't
whether corporate citizenship fits
into the day-to-day operations of a
company but how.

Additional insight into the impact
of business on society is provided by
a global survey conducted by con-
sultants McKinsey & Company and
published in the online McKinsey
Quarterly. The 4,000+ survey re-
spondents included more than a
quarter CEOs or other C-level exec-
utives. Overwhelmingly, the study
reported a belief that the role of
corporations in society goes far be-
yond simply meeting obligations to
shareowners. Only one in six agrees
with the Milton Friedman premise
that the sole focus of a corporation
should be on higher returns to
shareholders.

Study respondents believe that the

O

O

broader concerns of corporations
should include providing good jobs,
making philanthropic contributions,
and going beyond legal requirements
to minimize pollution and other neg-
ative effects. But only 8% of execu-
tives think that large corporations
champion social or environmental
causes out of “genuine concern.” Al-
most 90% agree that corporations
are motivated by public relations,
profitability, or some combination.

Senior executives view their ex-
panding position in society as a risk
rather than an opportunity. Issues
they expect to have a negative effect
in future years include: providing
pension, healthcare, and other retire-
ment benefits; political influences;
opposition to foreign investment
and freer trade; pay inequality be-
tween senior executives and other
employees; privacy and data securi-
ty; and environmental issues, includ-
ing climate change. Issues providing
an opportunity include demand for
more ethically produced products,
demand for healthier or safer prod-
ucts, human rights standards, job
loss and offshoring, and workplace
conditions and safety.

In spite of the fact that executives
view their leadership position in so-
ciety as a burden, readers of this col-
umn will recall several previous dis-
cussions of how good citizenship is
very closely aligned with superior fi-
nancial performance. Good manage-
ment provides proper rewards for all
stakeholders. =
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