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The Study

The Danish National Institute of Social Research carries out aresearch program on the
Open Labour Market, to be concluded in 2002. The research program isinitiated by the
Ministry of Social Affairs.

One of the main themes in the research program concerns the socia responsibility of
enterprises. The present working paper discusses this concept from a number of different
angles. The working paper is part of process aimed at clarifying what may be meant by
social responsibility of enterprises. In the paper both common sense conceptions, socio-
logical and economic perspectives areindicated. The conclusion is that the research pro-
gram must take a social and labour market oriented conception asits point of departure
and that both rational choice and cultural perspectives should be considered to explain
enterprise behaviour

The paper iswritten by Head of Unit, Master of Science (sociology) Anders Rosdahl.



|ndhold

1.INtrodUCLION . . ..

2. A Common Sense M eaning of Social Responsibility ...................
2.1. Socia Responsibilityof Persons ......... .. ... . i
2.2. Socia Responsibility of Enterprises ...

3. TheManagerial Conception . ....... ..ot

4. TheStakeholder Model . ... e

5. ECONOMIC CONCEPLIONS . ..ottt et e e
5.1. Managerial Preferences . ...
5.2. Preferences for Social Responsibility among Investors and Consumers

B3 EXternalities . ... e

6. Cultureand INStItULIONS . . ...t e

7. Social Responsibility from a Social/Labour Market Policy Per spective. . .
7.1. Current Danih Social and Labour Market Policy ......................
7 2. WEfare MiX .o e

7.2.1. Cash benefits to Persons not able to Provide for Themselves .......

7.2.2.50CIa SEIVICES . . .ottt e
7.3. Dimensions of Social Respongibility . ........ ... ... o i,
7.4.Governance MeChaniSMS . ... ..ot

(o]

12

15

18
18
20
21

23

26
26
28
29
30
31
33

35

36



1. Introduction

The largest social problem in Denmark currently is the very significant proportion (more
than 20 per cent) of the working age (16-66) population provided for by some form of
public income transfer (in particular unemployment benefit, social benefit, disability
pension, sickness benefit, early retirement wage). This situation isaresult of devel op-
ments through several decades. One of the reasonsis the high and increasing unempl oy-
ment in the period 1974-1994. Although unemployment has decreased considerably in
the last few years (from more than 12 per cent in 1994 to about 5 per cent today) large
groups are still unemployed or excluded from the labour market. These groups are, not
surprisingly, the “weakest” ones, i.e. in particular people with other (social) problemsin
addition to unemployment, people with health problems and limited qualifications, and
ethnic minorities.

The goal of the present government is to reduce the heavy economic burden stemming
from the many persons on public income transfer. This goal is to be reached by increa-
sing employment. Two — interrelated - main lines of social and labour market policy
have been launched with growing strength in recent years to increase employment —in
particular of marginalised groups.

First, the activation line. All unemployed people and all people on social assistance must
be activated i.e. go into some kind of training or publicly supported work. Activationisa
“right” and an “obligation”. There is atendency towards activation also being more and
more implemented in relation to other groups without work, e.g. persons on sickness
benefit and disability pension. “Everyone with at least some working capacity should
have ajob and work” — seems to be the trend in Danish social policy. The activation line
istargeted at persons and the goal isto devel op and use human resources to the assumed
benefit of both the persons themselves and society.

The second linein Danish labour market and social policy can be subsumed under the
heading “ The social responsibility of enterprises’. Thislineisdirected at enterprises—
both public workplaces and private companies. The theory is that employment problems
and social problems cannot be solved solely by public authorities (the welfare state).
Enterprises must also play an activerole, for example in cooperation with public aut-
horities. However, the enterprises should, according to the current philosophy, not be
forced to make an effort, instead “anew partnership for social cohesion” iscalled for.
The enterprises should voluntarily become more socially responsible. In 1994 The Mini-
stry of Social Affairslaunched acampaign to increase the social responsibility of enter-
prises. The campaign is backed by legislation, e.g. on wage subsidies to employers
hiring persons with a reduced capacity for work. The campaign includes a number of
activities, e.g. local partnerships, seminars, spreading of information, issuing a prize to



the most socially responsible company, newsdletters, social accounting and national and
regional networks of managers. The main concerns of the campaign are: Prevention (of
social problems and of expulsion from employment); retention in work (for example
long-term sick persons); and integration (of marginalised groups).

This policy to foster socia responsibility of enterprisesisthe background for aresearch
programme at The Danish National Institute for Social Research. The programmeis due
to an initiative taken by the Danish Ministry of Socia Affairs. Theinstitute develops the
content of the programme.

In aresearch programmeit is essential to develop theoretical frames of reference and to
define central concepts. In this paper some considerations on the concept "social respon-
sibility of enterprises’ are presented. The primary am has been to clarify the concept
somewhat by presenting afew definitions. Admittedly even this rather modest task has
not been easy. One of the reasonsis that the concept "socia responsibility of enterprises’
originated in public debate and management and political discourses. It isnot ascientific
concept and it has been given awide variety of meanings. The concrete phenomena un-
der the heading "corporate social responsibility” have been studied in a number of dis-
ciplines, e.g. labour economics and organisation theory.

In the paper we use the words: corporation, company, enterprise, firm, workplace and
busi ness organisation interchangeably. Social responsibility is relevant for both private
and public workplaces. However, in some of the reasoning below we only speak of pri-
vate companies but with some modifications many of the points may hold for public
enterprises aswell.

It should also be mentioned that in this paper an enterprise is conceived of as"one
agent”. That is, we do not explicitly consider conceptions of social responsibility taking
into account that enterprises comprise different departments, organisational levels and
groups of employees.

We have organised the paper in the following way. We start with a discussion of acom-
mon sense meaning of social responsibility (section 2). A managerial conception is outli-
ned in section 3. Then we look at conceptions of social responsibility in terms of selec-
ted scientific viewpointsi.e. the stakeholder model (section 4), economics (section 5)
and culture/ingtitutions (section 6). The conclusion from these sectionsis that the dif-
ferent perspectives reveal useful insights. However, the conceptions of social responsibi-
lity outlined are too broad to function as points of departure in the research programme.
In section 7 asocia and labour market policy oriented conception of social responsibili-
ty isintroduced. The overall conclusion of the paper (section 8) isthat afruitful ap-
proach in the research programme may be to take the policy conception as the point of
departure and combine this with the theoretical viewpoints indicated in the preceding
sections of the paper.



2. A Common Sense Meaning of
Social Responsibility

2.1. Social Responsibility of Persons

In the following we will elaborate a little on the common sense meaning of social re-
sponsibility. Thisis done by introspection. We think that the common sense meaning
implies something like this:

(1) Social responsibility means that an agent takes the needs of othersinto considera-
tion in his’her actions.

The agent focuses not only on his own needs but aso on the needs of others. Thisfocus
must be of amotivational kind. Actionswith unintended beneficial impacts on others
would hardly be termed socially responsible. However, for actions to be socially respon-
sible mativation is not enough; the actions should in fact have beneficial consequences
for others. If actions motivated by awish to please others actually have adverse consequ-
ences for those others we would not say that the actions are socially responsible, quite
the contrary. Thus social responsibility presupposes a concern for others and a compe-
tence to take othersinto consideration. If we disregard sheer wickedness (awish to harm
others) irresponsibility could thus stem from either indifference towards others or from a
lack of knowledge of the consequences for others of one' s actions. Social responsibility
has thus both a motivational and a cognitive component. The former isthe primary one
since amotive to take othersinto consideration may be assumed to lead to a search for
information about how thisis best done.

Thus, social responsibility presupposes certain types of motives. But “good motives’ are
not enough — relevant behaviour must follow. Therefore, socia responsibility also impli-
es some power of will, resources and a freedom to choose. An agent wanting to act for
the good of others but unableto do so is not socially responsible. Social responsibility
presupposes some power to act. Power and responsibility are two sides of the same coin.
To exhibit social responsibility one must in a sense be “strong”.

A further element isthat socia responsibility often seemsto rest on the assumption that
the persons towards whom social responsibility is shown are in some sense “weak”. We
would not call apoor unemployed person who makes donations to his former (rich) em-
ployer socially responsible. Social responsibility means that someone who is * strong”
does something for somebody who is, at least in some sense, weaker. The objects for
social responsibility are persons who to some extent are dependent on others for their
well being. In away social responsibility is hel ping someone who at the moment is not
able to help himself/herself. Compared to the subject, the object of social responsibility
isrelatively powerless and disadvantaged. Or put in another way: social responsibility is
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aform of solidarity of the strong with the weak. And in still other terms: Social responsi-
bility is an asymmetric relation. Social responsibility therefore presupposes some type of
stratification, i.e. asociety with inequality in terms of wealth and power.

In its pure form the motive for being socially responsible is“social responsibility” - a
valuein itsown right. It need not be defended. An agent is socially responsible because
the agent wishes so. Seemingly socially responsible actions can, however, be motivated
by awish for power, material gain (money) or status (honour, reputation). Normally we
not would say that such behaviour isreally socially responsible but an expression of ma-
nipulation, hypocrisy or, with amore neutral term, “instrumentality”. In general, such
actions are not viewed as particularly laudable. But social responsibility is regarded as a
good thing. To be “socia” is good; to be “responsible’ is good; and to be socially re-
sponsibleis even better. In away social responsibility islike a gift given with apure
mind.

Socially responsible behaviour may be termed altruistic. However, this does not tell us
so much. Basically, al behaviour is selfish in the sense that the subject takes his own
needs and preferences as the point of departure. The subject’s preferences may include a
wish to take others’ needs into consideration even at expense of some of the subject’s
own needs but still the point of departure for the subject is the subject itself. When we
speak of altruism we do so in terms of some generalised assumptions about the subjects
preferences or needs. If we think that material wealth is the primary wish of man, an
altruistic person is someone who gives away his money to poor people. Unlessthereis
some implicit or explicit assumption about the subject’ s needs the term “atruistic” is
quite meaningless.

As mentioned social responsibility meansthat “others’ are taken into consideration.
Thus social responsibility implies that the subject conceives of himself/herself in asocia
context. The subject sees himself/herself as part of agroup or a society and the subject is
not indifferent towards the social context. The subject has some opinion about others
living conditions. Thus, social responsibility isaway of thinking, away of defining

one' srolein relation to others. Socia responsibility isakind of “systems thinking” (cf.
Senge 1994). Social responsibility implies a conception about which type of society or
socia relations are preferred.

We said above that socia responsibility presupposes that the responsible agent has some
resources in terms of for example wealth. Social responsibility may be seen as a sort of
redistribution. To exhibit social responsibility means that the distribution of goods beco-
mes more pareto optimal. The agent of social responsibility prefers to be socially respon-
sible. Thusin terms of subjective utility the subject will be better off by behaving social-
ly responsible and so will the persons towards whom social responsibility is directed.
However, thisimplies that there must be limitsto socia responsibility. An agent cannot
beinfinitely socially responsible. At some point the resources needed to be socially re-
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sponsible will be exhausted and eventually the subject will stop being (more) socially
responsible. Thus social responsibility seemsto imply that the subject is hereby not har-
ming himself/herself (“too much”). We may say that social responsibility has only minor
impacts on the "responsible subject” but larger consequences for the receiver of socia
responsibility.

2.2. Social Responsibility of Enterprises

Above we have discussed social responsibility of persons. Only persons can have moti-
ves, not formal organisations. So what is the meaning of “social responsibility of enter-
prises’?

If enterprisestreat their employees well and pay decent wages, if enterprises hire a cer-
tain number of disadvantaged persons or if enterprises pay pension to retired employees
we may say that such enterprises are socially responsible. However, if this behaviour is
only an expression of “enlightened self-interest” of management, i.e. part of an optimal
long-term profit maximisation strategy, is it then to be termed socially responsible? In
terms of definition 1 (cf. above) profit maximising behaviour is not socially responsible
irrespective of whether the optimal means to that end imply doing good to others. Much
discussion about the social responsibility of enterprises centres around the theme of the
relation between economic performance and different types of behaviour termed socially
responsible (Thaulow 1997). Peoplein favour of some type of "socia responsibility”
may be eager to prove that “social responsibility” (in terms of being good to consumers,
employees, nature, animals, marginalised groups or whatever) in fact pays for companies
— at least seen in along-term perspective.

At an analytic level one may distinguish between two types of enterprise behaviour i.e.
behaviour of managers or employees implying use of company resources (money, physi-
cal assets or management/employee time):

- Behaviour which reflects interests of the firm, however these interests are defi-
ned (as for example profit maximisation, maximising shareholder value or
implementing company strategy).

- Behaviour which reflects preferences of individual managers or employees. -
This behaviour is by definition not optimal from the point of view of company
interests. From arational systems perspective (Scott 1998) such behaviour may
be termed "errors’, “politics’, or asign of loose coupling in the organisation
(Rosdahl 1997). The actions are performed by persons not as incumbents of ro-
lesin the organisation but because of extra-organisational influences. That such
behaviour canin fact occur at al levelsin an enterpriseis an established fact in
empirical research as well as both in sociological and economic theories of orga-
nisations (e.g. cf. Scott, 1998 and Miller, 1992 respectively).
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Itis clear that the latter type of behaviour can be socially responsible in terms of defini-
tion 1 but how about the first type? We may contend that it depends on how company
interests are defined. Asthe definition of "company interest” isin itself adifficult qu-
estion with no quick solution we will simply say that in terms of common sense social
responsibility of enterprises may be defined very broadly as follows:

(2) Anenterpriseissocially responsible to the extent that managers or employeesin
their behaviour take the needs of "others" into consideration.

When the subject is management the "others' may include employees. Some of the re-
marks in the preceding section in connection with definition 1 aso holds for definition
2. For example, the "others' should be relatively "weak" compared to subject (the enter-
prise) when we speak of social responsibility in terms of definition 2. The "others’
should somehow be dependent on the enterprise which must have some resources and
room for choice. The most important difference between definition 1 and 2 isthat for
enterprises to be socially responsible we do not require "pure motives'. If an enterprise
takes the needs of othersinto consideration to maximise its profits this would be socialy
responsible in terms of definition 2.

With definition 2 as our point of departure we may briefly indicate some general propo-
sitions about the conditions for social responsibility of enterprisesto emerge on the
agendain society. In what follows we use the term "agent” covering both persons, hou-
seholds, enterprises and other organisations.

To take others into consideration there must be some "others' and arelation between the
potential socially responsible subject and the “ others’.

Relations between agentsin a society can be of severa types. One main typeis resource
relations. They may be competitive (pool dependence) in the sense that two or more
agents compete for the same resources (e.g. land or customers). When scarcity exists
competitive relations means that the more one agent gets the less others will get. Compe-
titive relations means conflict. In such relations we can speak of social responsibility if a
very powerful agent (e.g. alarge company) takes the needs of aless powerful agent (a
small competitor) into consideration (e.g. by "allowing" the small company to exist).
Another resource relation is sequential dependence. This means that one agent delivers
resources to another but not the other way around. An example is the relation between
parents and children or between a donator and receivers of donations. In such relations
the giving part may exhibit social responsibility i.e. take the needs of the recelversinto
consideration. A third resource relation is reciprocal dependence which means that two
(or more) agents somehow exchange resources (for example in amarket or in ahierar-
chy). Each part is dependant on the other. The relation can be more or less (a)symmetric.
One agent can be more dependant on the exchange-partner than vice versa. The more
powerful agent may then show social responsibility towards the less powerful one.
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Another main type of relation between agents is communicative relationsi.e. relations
where “messages’ are sent and received. The contents of communications may be of a
normative or a cognitive kind, they may be emotional or non-emotional etc. The com-
munications may be one-way or two-way. The types of relations may be formal or infor-
mal face-to-face interactions, written, electronic, and mass communications. Communi-
cation may take place inside organisations, between organisations, over short or long
distances, in markets, in research and education, between public authorities and compa-
niesand in severa other areas.

Resource relations do ultimately stem from scarcity which fosters division of labour and
communicative relations. In aworld where each individual independent of others can
make its own living and where resources are unlimited, there is no resource dependence.
No exchange relations would be necessary and social responsibility would not be rele-
vant because each individuals' actions would have no consequences for others. As social
responsibility, as mentioned, implies “systems thinking” (taking othersinto considera-
tion) it isto be expected that social responsibility will come on the agenda the more divi-
sion of labour and communication in society i.e. the more society, in fact, becomes an
integrated system with interdependent parts. Resource relations means that it may beco-
me relevant to take “others’ into consideration and communicative relations means that
aconsciousness of others can emerge.

For social responsibility of enterprises to come on the agenda two other conditions seem
necessary. Thefirst is market imperfections. Under perfect competition prices emerge
from market interactions — agents are price takers, they have no market power. Consu-
mers decide the bundle of goods to buy and enterprises decide what to produce, how
much and consequently the number of workersto employ. In acertain sense thereis no
room for choice for acompany wanting to survive in the market and agents only need to
know their own preferences and market prices. One may say that social responsibility is
inherent in a perfectly competitive economic system as others are taken into considera-
tion viaprice signals. In such a hypothetical world social responsibility of enterprises
would therefore not be arelevant issue to discuss.

A further, related, condition for social responsibility of enterprisesisinequalitiesin
terms of wealth and power. As mentioned, social responsibility presupposes stratifica-
tion — that there are some “strong” agents who may show responsibility towards weaker
agents.

Thus, four main factors seems to increase the probability that social responsibility of
enterprises (in terms of definition 2) will become an issue on society's agenda, i.e. in
public debate, in management circles and politics. The four factors are resource interde-
pendence (stemming from division of labour), communicative relations, market imper-
fections and inequalitiesin terms of wealth and power.
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It seems that social responsibility of enterprises (corporate socia responsibility) and
related subjects such as business ethics have within recent decades more and more beco-
me an issue debated widely (Parker, 1998; Maclagan, 1998; Punch, 1996, Ministry of
Socia Affairs, 1997). We think that the basic explanation for thisisto be found among
the factorsindicated. Division of labour isincreasing at many levels (both national and
international), communicative relations have widened in many respects and market im-
perfections (and market failures) prevail. The decisions and actions of individual compa-
nies, in particular large powerful multinational corporations, have wide consegquences
for significant sections of both present and future populations.

In the following sections of this paper we will present a number of other conceptions of

“social responsibility of enterprises’. The conceptions presented are by no means ex-
haustive, but they may to some extent be regarded as subcategories of definition 2.
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3. The Managerial Conception

In current international debate the concept of corporate social responsibility (CSR) is
very broad. Social responsibility could, for example, mean:

Good personnel practicesincluding decent wages and good wor king conditions,
employment of disadvantaged groups; production of useful and safe products and
services; environmental sustainable production processes and products; no trade
with companies using child labour; no military production; no abuse of market po-
wer, e.g. monopoly status; paying “ fair” taxes (e.g. no strategic thinking with re-
spect to transfer pricing); honesty in marketing, consumer relations and accounting;
friendliness towards union activity; creating profit; donations to charity, arts, edu-
cation and research.

Thus, in its broadest sense socia responsibility may characterise each and every aspect
of an enterprise's activity. Carroll (1991) uses this wide conception and identifies four
types of social responsibility:

1

Economic responsibility, i.e. enduring profitability and competitiveness. - Accor-
ding to Carroll thisisabasic form of responsibility because thisis the foundation for
other forms of responsibility.

Legal responsibility. - Business organisations are expected to comply with laws and
regul ations promulgated by society's legidlative bodies and public administration.

Ethical responsibility. - Ethical responsibility embodies "those standards, norms, or
expectations that reflect a concern for what consumers, employees, shareholders,
and the community regard asfair, just, or in keeping with the respect or protection of
stakeholders moral rights* (Carroll, 1991 p. 41). Ethical responsibility means that,
asfar as possible, the enterprisein al its economic operationsis doing what is
"morally right" and avoiding harming its stakeholders.

Philanthropic responsibility. - Whereas ethical responsibility is expected of enterpri-
ses philanthropic responsibility is not expected in amoral sense. Public authorities
or others may desire firms to contribute their money, facilities or employee time to
socia or humanitarian purposes and programmes, but the firm is not considered irre-
sponsible or unethical if such contributions are absent. Philanthropic responsibility
impliesthat the enterpriseis "agood corporate citizen"

Carroll views these four types as a sort of pyramid where no. 1 isthe most basic. He
explicitly refersto Milton Friedman’ s famous statement that managers' responsibility is
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"to make as much money as possible while conforming to the basic rules of society, both
those embodied in law and those embodied in ethical custom” (Friedman 1970) and re-
gards this view as consistent with responsibilities no. 1-3 above, respectively. According
to Carroll this only leaves Friedman no. 4 to reject. However, Carroll states that "it se-
ems that corporate citizenship is one that business has no significant problem embracing.
Undoubtedly this perspective is rationalised under the rubric of enlightened self interest”
(Carroll 1991, p. 43).

Carroll refersto a"traditionalist” view implying that there may be conflicts between the
different forms of social responsibility, notably between economic responsibility and
each of the others. However, according to Carroll, thisis an oversimplification. He ad-
mits that there may be conflicts but it is up to management to handle these conflicts. In
stakeholder management the task is to evaluate and sort out the urgency or importance of
the various stakeholders' claims. This should, according to Carroll, be done on the basis
of two criteria The stakeholders' legitimacy and their power. Legitimacy refersto the
extent to which agroup has a"justifiable right to be making its claim™ (Carroll 1970, p.
43). Thus Carroll’s conception of social responsibility is management oriented in the
sense that it provides management with concepts and a sort of thinking which may be
useful in performing practical stakeholder management.

Carroll's conception seems representative of aview prevalent in much management ori-
ented literature on business ethics and corporate social responsibility (e.g. Post, Fre-
derick, Lawrence & Weber, 1996). By management oriented literature we mean litera-
ture where the target group is managers and people who may influence managers. This
includes not only literature which views social responsibility in a narrow instrumental
sense but also literature written by more disinterested observers who see social responsi-
bility asan end in itsown right (Pruzan & Zadek, 1997).

The very broad concept of socia responsibility is useful from the point of view of practi-
cal management. The lack of aclear delimitation iswhat makesit useful. Thus we may
identify the following definition:

(3) Social responsibility is what management decidesit to be in the process of stakehol-
der management.

Stakeholder management can take many different forms and it is often seen as part stra-
tegic management in general (cf. Johnson & Scholes, 1993). A special variant is so-cal-
led ethical accounting and budgeting (Thyssen, 1997, Etisk regnskab for Herlev Radhus,
1997). The principle is that management enters into a dialogue with its stakeholders and
obtains consensus about the process leading to company decisions about the values
which should govern management decisions. The process |eading to the ethical account
includes formulation of values and collection of information from a sample of stakehol-
ders (by some sort of survey) who evaluate the extent to which these values have been
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realised. The ethical account summarises thisinformation. Ethical accounting isatool to
make management more sensitive to the values of the stakeholders (Thyssen, 1997).
Other similar management tools are socia and environmental accounting (Dyhr, 1999;
Socia Rapport 1998, Frederiksen, 1997).

In the research programme it will be of interest to study managerial conceptions of socia
responsibility as these conceptions are expressed in, for example, management and busi-

ness literature. However, the managerial conception cannot in itself be used as a point of

departure in the research programme. The managerial conception as defined by Carroall is
two broad for the present research programme as it encompasses nearly every aspect of a
company's activities.
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4. The Stakeholder Model

Current managerial thinking about social responsibility takes the stakeholder model as
its point of departure. Thismodel has along history in the theory of organisations where
it is used not for normative purposes (as in management literature) but as an explanatory
tool (Scott, 1998).

The point of departure is a manager for whom the goal isthe survival of the organisa-
tion. For its survival the organisation is dependant on the input of resources from dif-
ferent parties. For the sake of simplicity we may list the following stakeholders (resource
suppliers):

- suppliersof raw material etc.

- employees (suppliers of labour power)

- ownerg/ shareholders (suppliers of capital)

- customers (suppliers of money)

- public opinion (suppliers of legitimacy)

- public sector (suppliers of infrastructure and of "absence of costly regulation™).

Theterm "resource” is used here in abroad sense. To get the resources, the organisation
must deliver something to the stake-holders: with each stakeholder, there is a sort of
exchange. From the point of view of each stakeholder the exchange should be "fair”,
from the point of view of the organisation, all the transactions together must ensure sur-
vival. The task of management is somehow to balance these different exchange-relations
("stakeholder management”, cf. above). From the point of view of the organisation, so-
me exchange relations support each other: good public reputation may increase resour-
ces from consumers. Often, however, thereis some form of trade off between the dif-
ferent exchanges. To give priority to the shareholder's agenda may, for example, conflict
with high wages.

According to this view, the goals of the enterprise (and its behaviour) is areflection of
the goals of the stakeholders and their relative power.

The power of one agent (A) over another (B) presupposes that A has resources which B
values and which B cannot get from other sources. Thus, the power of a stakeholder is,
for example, greater:

- the more the organisation needs the resources from the stakehol der;

- thelessthe organisation has the possibility of getting the resources from other
SOurces;

- the more organised the (groups of) stakeholders are and the smaller the internal
conflicts of interest among a certain group of stakeholders are.
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The model may, in principle, be used to explain enterprise behaviour - including beha-
viour which, for some reason, is termed socially responsible. The responsible behaviour
may be viewed as something the enterprise "delivers' to different stakeholdersin return
for valued resources.

The more favourable the total of exchange relations from the point of view of the organi-
sation the more discretion will management have. There will often be some ranking of
the stakeholders from the point of view of management. When the important stakehol-
ders (for example the owners) have been secured a"fair" contribution from the organisa-
tion, management can afford to give more consideration to other stakeholders. Therefore
it isto be expected, that, other things being equal, companies performing well may have
agreater discretion and a possibility to take different stakeholders into consideration, for
example by behaving in some socially responsible way.

In terms of the stakeholder model an enterprise can be socialy responsibleif this contri-
butes to the survival of the firm either in the short term or in alonger time perspective.

For example, personnel policies aimed at ensuring employability of the work force may
be viewed as an investment in human capital generating future profit. Employee friendly
leadership styles may be thought to contribute to motivation and productivity of the
work force. Social responsibility may contribute to "good reputation” and hereby facili-
tate recruitment of qualified personnel or promote sales. Social responsibility may also
be adefensive strategy aiming at preventing (costly) public regulation. Thus, in many
ways socia responsible behaviour may be undertaken in the interest of the enterprise
("enlightened self-interest”).

However, non-responsible behaviour must also be expected. Enterprises will, for
example, prefer to employ the most productive labour power. This means that a number
of groups will become disadvantaged. And it is not necessarily in the interest of the firm
to ensure employability of the workforce if the enterprise is able recruit new labour from
the outside. And it may not be in the interest of the firm to pay benefits to employees
who have become sick and disabled, etc.

Thus, the stakeholder model can be used to explain socially responsible behaviour as
well as non-responsible behaviour. The stakeholder model must be considered an impor-
tant point of departure for explaining enterprise behaviour. It assumes rational agents,
i.e. agents with clear goals and which, in principle, calculate anticipated consequences of
their actionsin terms of costs and benefits as the basis for their decisions. In away then
the stakeholder theory is an economic model including not only market transactions bet-
ween an enterprise and its stakehol ders but aso other types of exchange relations.

We may say that the stakeholder model implies the following conception of social re-
sponsibility:
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(4) Social responsibility means that enterprise behaviour reflect interests of stakehol-
ders via resource-dependence mechanisms.

This conception indicate mechanisms by which enterprises behaviour is influenced by
stakeholders. It may be the market mechanism (cf. also section 5.2) or other ("power")
mechanisms conditioned on dependence of the enterprise of resources from stakehol -
ders.
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5. Economic Conceptions

From the point of view of economics afew notions of corporate social responsibility
may beidentified. In the following the focus will be on private companies which are not
personaly owned. An owner-managed company (i.e. the owner) may decide to usere-
sources on social tasks because the owner for some reason derives utility from such use
of hisassets. In thiscaseit is, from the point of view of economics, in away not acom-
pany which is socially responsible but a concrete person. The explanation of the social
responsibility of this person (or of any other person who out of his own money makes
e.g. donations to charity) lies outside (traditional) economic theory.

In this section we will not in general look at how enterprisesin their profit maximising
behaviour may (or may not) take “others’ into consideration for example by employing
disadvantaged groups (cf. Freeman & Gottschalk, 1998; Holtzer 1996; Hussain, 1999).
We will only look at afew issues directly related to current discussions about social
responsibility.

5.1. Managerial Preferences

The normative position of Milton Friedman is that the social responsibility of corpora-
tionsisto maximise profits, cf. above. Friedman argues against a conception where
socia responsibility seemsto be defined as:

(5) Social responsible behaviour is actions which promote some social cause (e.g. do-
nationsto charity or employment of persons with reduced capacity for work) with
the consequence that the profitability of the enterprise becomes lower than with so-
me alter native use of resources.

These words are not exactly Friedman'’s but they seem to express the notion which Fri-
edman rejects on normative grounds. This conception or something similar may also be
one often found beneath surface in public debate. “ Companies should not only be intere-
sted in profits’.

Could social responsibility, in this sense, be promoted by an enterprise? It depends on
the characteristics of the economy. If the owners want to maximise their income (the
value of their investments), if principal-agent relations between owners and managers
are perfect and if markets are perfectly competitive an enterprise cannot (in the long run)
be socially responsible. Social responsibility will be eliminated by market forces.

If management of one single company for some reason uses enterprise resources on soci-
al responsibility the profits will decrease. The owners will become dissatisfied. They
may replace management with someone not behaving socially responsible. Alternatively
they may prefer to sell their shares because of other better investment options. However
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no one will find the company interesting as an investment object. Eventually the conse-
guence may be atake-over by someone dissolving the company and selling its physical
assets.

If the resources to promote social responsibility are not taken from the owners but from
consumers (higher product prices or lower quality or service), from employees (e.g.
lower wages) or from suppliers (e.g. lower payments to them) similar consequences will
occur. The consumers will buy from other companies, the employees will seek work
elsewhere and suppliers will not sell to the socially responsible company but find other
customers. Thus, given the assumptions above, a socially responsible company would
not be ableto survive.

However, if the assumptions mentioned are abandoned, social responsibility may occur.
If owners are not able perfectly to control managerial behaviour management may be
able maximise its own utility (e.g. by acting socially responsible in some sense) instead
of owners assets. There are many concrete reasons why the principal-agent relation may
be imperfect. The general oneisthat it costs the owners something to control managerial
behaviour (e.g. to monitor management or design adequate reward systems for manage-
ment). If the marginal costs of control increases and the margina gain decreases with
increasing control there may, from the point of view of the owners, exist an optimal le-
vel of control lower than full control. This means that managerial behaviour will not
necessarily fully reflect the ownersinterests.

If thisis combined with managerial preferences for social responsibility and product
markets which are not perfectly competitive socially responsible behaviour (e.g. dona-
tions to charity) may result. Enterprises with market power (e.g. monopoly or monopso-
ny) may use their influence (increase sales prices or lowering buy prices respectively) to
generate resources which may partly be used in asocialy responsible way (e.g. to make
donations), partly to pay the owners (at least) the same amount which they could get
from aternative investments and partly to pay the employees (at |east) the same wage as
elsewhere. If such markets exist for long time socially responsible behaviour may also
be enduring. It should be mentioned, however, that this behaviour may be viewed as
unethical for other reasons. It is awidely accepted norm that competition should not be
deliberately distorted. Thus one can say that one type of socially responsible behaviour
may be traded off against another.

The mechanisms described or similar ones offer a starting point for explaining the extent
to which managerial preferences influence the way an enterprise uses its resources, irre-
spective of whether the preferences are for big offices, executive air-planes, friends and
family membersin highly paid company-jobs - or social responsibility. This point of
departure, then, explains enterprise social responsibility on the basis of managerial pre-
ferences, the principal-agent relation and market structures. It does not, however, explain
managerial preferencesin itself. They are exogenous.
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Why does Friedman so vigorously reject social responsibility in terms of definition 5? If
thistype of social responsibility did not exist at all there would be little reason to reject
it. One may therefore suspect that this type of social responsibility doesin fact occur to
some extent.

5.2. Preferencesfor Social Responsibility among Investorsand
Consumers

In the reasoning in section 5.1 we have implicitly assumed that neither employees, in-
vestors, consumers nor suppliersto the firm have preferences for socia responsibility of
an enterprise. The employees want to maximise their wage (and non-wage benefits), the
investors want to maximise their assets, the consumers want to maximise their utility
due to use of products/services and the suppliers want to maximise their income from
sale. However, if one or more of these agents have preferences for social responsibility it
may bein theinterest of a profit maximising firm to be socially responsible and market
forces will promote socia responsibility.

If, for example, investors derive utility from investing in socially responsible companies
they will be willing to accept lower proceeds from their shares, i.e. they accept paying
something to the company for being socially responsible. If investors have homogenous
preferences the economy would include only socially responsible enterprises. If only
some of the investors have preferences for social responsibility the result may be that
only some companies to some extent would be socially responsible. Ethical investment
policies of some institutional or other investors are an attempt to promote social respon-
sibility viamarket forces (Udsen, 1999).

Similar reasoning holds with respect to other trading partners of acompany. If, for
example, consumers do not want to buy from companies employing child labour or have
apreference for buying from companies which treat their employees well companies
may to some extent exhibit such socially responsible behaviour. The political or ethical
consumer iswilling to pay something (in terms of higher prices) to a company behaving
in some decent way (Juul Jensen & Kiessling, 1996).

Thus we may identify the following conception of socia responsibility:

(6) Social responsibility means that enterprise behaviour via market mechanisms re-
flects preferences for social responsibility among employees, investors, consumers
or suppliers.

Again this definition says nothing about the contents (concrete forms) of social responsi-

bility. Social responsibility according to definition 6 is promoted by well functioning
markets and this type of social responsibility promotes profitability —in contrast to soci-
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al responsibility in terms of the definition 5. Implied in definition 6 is that management
isindifferent towards socia responsibility.

Common to both definitionsisthat social responsibility of enterprises arises out of pre-
ferences deviating from the standard assumptions about agents in economic theory.
Therefore, to explain social responsibility according to definitions 5 and 6 a theory of
preferences is needed. Do managers, employees, investors and consumers have preferen-
ces for social responsibility? What are the contents of such preferences and why?

5.3. Externalities

Still another conception of social responsibility may take as its point of departure the
idea of negative and positive externalities (Miller, 1992; Milgrom & Roberts, 1992). The
running of enterprises may have "external" consequences that are not mediated through
the market (externalities). A negative externality is aconsequence of enterprise beha-
viour, which affects others in anegative way but where such adverse consequences have
no repercussions for the enterprise itself. There is no mechanism by which the enterprise
pays for the adverse consequences. Thereforein itsrational decisions the enterprise will
not take such consequences into account. Examples of negative externalities are pollu-
tion and illness due to unhealthy working conditions. The costs of pollution are borne

by, for example, the neighbours to the enterprise and the costs of illness are borne by the
sick person and hisfamily. A positive externality occurs, for example, in relation to
employment of asocial client. The costs of the state (social assistance) become less and
the revenue to the state (taxes) larger when a social client is hired. However, these posi-
tive externalities are not taken into account by the enterprisein its decision whether to
hireasocia client or not.

Thus, we may define social responsibility in the following way:

(7) Socially responsible behaviour is behaviour with positive externalities. Irrespon-
sible behaviour is behaviour with negative externalities.

Therational firm may very well engage in actions with positive externalities. According
to economic thought the firm will do so if it hereby maximises profit.

Positive externalities may in some cases concern al economic agents. An example may
be employment of a (low-productive) socia client. In principle all enterprises would
benefit (due to lower taxes) if asocial client were hired. The benefit for each enterprise
may, however, be much less than the costs for the enterprise, which actually hiresthe
client. Therefore, no enterprise would hire the client. Each enterprise would prefer to be
afreerider. This situation may pose a so-called social dilemmawhere individual ratio-
nality of economic agents does not produce socially optimal results (Miller, 1992).
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The state (the legidlative body) may, therefore, wish to promote social responsibility of
enterprises beyond the point where such behaviour is rational from the point of view of
the enterprise. There are, at least, two ways to foster such behaviour: Compulsion and
economic incentives (subsidies and duties). The ideain compulsion (legislation) isto
make rules common for al enterprises, which are forced to do something, which they
would otherwise not do. This solvesthe free rider problem. The idea behind e.g. wage
subsidiesisto make hirings with positive externalities more attractive for enterprises
I.e. to “internalise” (some of) the positive externalities. From the point of view of society
the problem is that the subsidy should be large enough to motivate enterprisesto useit
(e.g. to hire socia clients) but not larger than the positive externalities.

In terms of concept 7 socia responsibility is, by definition, not promoted via market
forces. Some non-market mechanism (e.g. government intervention or collective co-or-
dination among enterprises) is needed to increase social responsibility i.e. to create out-
comes which are more optimal from the point of view of society. This point of departure
must be considered to be very relevant because it goes right into the central question
about the relation between individual rationality of enterprises and collective rationality.

22



6. Culture and I nstitutions

On avery abstract level one may define social responsibility in terms of the behaviour of
enterprises cf. most of the conceptions above. Another point of departureisto see socia
responsibility as an element of culture. By this we mean that socia responsibility is
within “peoples heads’. Thus we may define social responsibility in the following way:

(8) Social responsibility of enterprisesis an element in the social construction of reali-
ty. Managers, owners and many others have basic cognitive and normative concep-
tions of the role of enterprises and how they should behave. Such conceptions are
part of broader assumptions about enterprises and social lifein general. They are
not necessarily consistent and they are created and changed in different discourses
e.g. inside organisations, in management circles and political debate.

This conception sees “rationality” itself asasocial construction. What benefits or hurts
the short-term and long-term profitability of a company is based on beliefs and assump-
tions which may not be verified in any “objective’ sense. Whether it isrationa for an
enterprise to behave in some socially responsible way is a matter of definition of reality
although, of course, reality cannot be defined totally by fiat.

The behaviour of enterprisesis, within this approach, seen as an expression of deeper
level assumptions and beliefs. It is not behaviour as such which in thefirst placeis of
interest but perceptions and meanings. One aspect is how “social responsibility” is con-
ceived of. Towards whom should we show solidarity? And what is solidarity? What
does “responsibility” mean? Another aspect is, for example, the ways social responsibi-
lity is rationalised; the reasons given for being socially responsible or not. Issocial re-
sponsibility sometimes an expression of taken-for-granted beliefs or isit explicitly ratio-
nalised in terms of the (long-term) benefits for the individual company, in terms of win-
dow dressing, or in terms of religious/ human values or in terms of beneficial consequ-
ences for the infrastructure of society?

One central discourseis the relation between economic performance and social responsi-
bility. From a positivistic point of view this question isimportant and it is assumed that
it can, in fact, be empirically determined whether social responsibility fosters economic
performance. From a cultural point of view the interesting thing is that the question itself
is posed and that there are, at present, widely different opinions about the answer.

The cultural and institutional point of view is not a uniform approach. Several different
theories may be identified. One of special interest is the institutional organisation theory
(e.g. Moch & Seashore, 1981, Powel & DiMaggio, 1991; Scott, 1995; Revik, 1998). A
point of departure hereis an analytical distinction between two types of organisational
environments: Technical and institutional. The technical environments comprise agents
with which the organisation has some exchange of resourcesin particular in the market.
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The technical environment is the point of departure in contingency theory and resource
dependence theory (and most often also in the stakeholder model, cf. above) which see
organisational behaviour as reflecting environmental (market) complexity and resource
dependence respectively.

Theinstitutional environments are the focusin institutional organisation theory. They
comprise regulative, normative and cognitive structures and activities that provide stabi-
lity and meaning to socia (e.g. managerial) behaviour. The regulative environments
include, for example, rules and laws which are legally sanctioned, but also other rules of
behaviour (e.g. in market transactions) where (non-) compliance is sanctioned by materi-
al rewards/punishments. The basis for compliance with the regulative environment is
instrumental (i.e. “economic”) rationality. In terms of the institutional theory the compli-
ance mechanism islabelled “ coercion”. The normative environments are conceptions of
good and bad behaviour (e.g. good and bad business practices) which exists among cer-
tain categories of actors with which the enterprise somehow communicates. The basis
for complianceis socia obligation. The compliance mechanism is termed normative
because it implies that certain types of behaviour or thinking are socially defined as de-
sirable or non-desirable. The behaviour in terms of the normative mechanism is charac-
terised not by consequential rationality (economic rationality) but by a“logic of appropri-
ateness’. The cognitive environments are beliefs, assumptions, frames of references,
mental maps and professional languagesi.e. cognitive constructions of reality prevaent
among environmental actors. Their prevalence means that they may have ataken-for-
granted character i.e. in away they can be unconscious (as can normative structures). In
terms of institutional theory the compliance mechanism islabelled “mimetic” and the
type of rationality it entailsistermed a*“logic of orthodoxy” (Scott, 1995).

The institutional environments are structured in organisational fields which may include
exchange partners, regulators, professional and trade associations, interest groups (e.g.
unions) and the general public (mass media). The individual enterprise may exist within
one or more organisational fields.

A basic premisein institutional organisation theory isthat organisational behaviour isto
be explained in terms of influences from the institutiona environments (the organisatio-
nal fields). This does not necessarily imply that environments ("structure”) totally con-
strain organisational behaviour. Organisations (management) may, for example, them-
selves make active interpretations and modifications of prevailing normative and cogni-
tive assumptions in the environment (Ravik, 1998).

An example of application of the institutional theory is the case of the “twin cities’:
Minneapolis-St.Paul (Galaskiewicz, 1991). This study concerns charity donations and it
is shown how social norms of charity donations were developed in, among other things,
informal networks among managers. Another study focuses on the institutiona history
of corporate environmentalism in US in the period 1960-1993 (Hoffman, 1997). Alt-
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hough the study concerns an aspect of socially responsible behaviour not included in the
present research programme the study and its theoretical approach is highly relevant. Itis
shown and explained how managerial conceptions of environmentalism in chemical
industry and petroleum industry changed from one cognitive frame containing resistance
to environmental considerations to the opposite, meaning that environmental considera-
tions became part of “natural” strategic management. Hoffman explicitly discusses whe-
ther management's economic rationality alone could explain this change in corporate
behaviour. His conclusion is that corporate environmental behaviour is “inconsistent
with purely rational economic explanations, which should see ..different firms reaching
autonomous ..decisions based on their own cost structures and strategic objectives’
(Hoffman, 1997 p. 146).
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7. Social Responsibility from a Social/
Labour Market Policy Perspective

Conceptions no. 2-8 above indicate points of departures for understanding enterprise
behaviour in general and social responsibility of enterprisesin particular. We find that
the above presentation itself has indicated that each of the viewpoints contain useful
perspectives relevant for studying socia responsibility of enterprises. However, without
further specificationsit is hardly possible to use any of the conceptions as a point of
departure in aresearch programme. The definitions no. 2-8 are al too broad for this pur-
pose.

The choice of amore concrete definition of social responsibility of enterprises must
reflect the institutional setting of The Danish National Institute of Social Research in
genera (its concern with socia and labour market policy) and the tasks of the research
section on “The Openness of the Labour Market” in particular. Asthe point of departure
for the present research programme is the Danish Campaign launched in 1994 to promo-
te social responsibility of enterprises, cf. section 1 above, it isrelevant to look at the
concept of socia responsibility in terms of this campaign. Thisisdonein section 7.1. In
section 7.2 we take a somewhat broader view looking at social responsibility in terms of
welfare mix. In section 7.3 we identify a number of dimensions of social responsibility
of enterprises relevant for our research programme. Section 7.4 indicates mechanisms to
foster social responsibility of enterprises.

7.1. Current Danish Social and Labour Market Policy

According to the Ministry of Social Affairs an enterprise may show its social responsibi-
lity in the following ways: Prevention, work retention and integration (Det angér os alle -
om virksomhedernes sociale medansvar 1999). Examples of prevention (of social pro-
blems) mentioned areinitiativesin personnel policy towards employees with (small)
children, e.g. flexible working time arrangements; support of employees with abuse
problems; prevention of reduced working capacity (through better working conditions);
and development of policies concerning absenteeism. According to the Ministry work
retention may mean follow up of long-term sick persons to retain them in employment
and adaptation of working conditions and terms of employment to the abilities of per-
sons with reduced working capacity. Integration means creating jobs for long-term
unemployed, long-term recipients of social benefit and other groups, which have been
outside the labour market for very long periods or in their wholelife.

Common to most of these examplesisthat social responsibility aimsto create employ-

ment opportunities for disadvantaged groups and to prevent that vulnerable groups lo-
sing their job or employment. Social responsibility also has to do with creating possibili-
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ties for adaptation of working conditions to the requirements of family life and a good
working environment to prevent work related illness and accidents.

On theinitiative of the Ministry FormidlingsCenter Arhus has collected a number of
examples of socially responsible enterprises (Kylling, Bach & Kjaa, 1996). These
examplesinclude 70 private companies. In addition to the above mentioned types of
behaviour the following are mentioned as examples of social responsibility:

Wbrk organisation with self-managed groups, flexible working time arrangements,
training of employees in particular with respect to personal development, training
plans for the employees, economic support to enterprise based clubs (e.g. sport, mu-
sic), co-operation with public authorities, e.g. rehabilitation centres, job-rotation
projects, senior-policy arrangements, clubs for retired workers, promoting employ-
eejob-satisfaction, equal opportunity programmes, economic support to associa-
tionsfor disabled, a formal personnel policy, special initiatives for new employees,
former employees work at home for the company, prevention of alcohol abuse,
AIDS-palicy...

The list could be continued but even these few examples indicate that the concept of
socia responsibility is very broad indeed. Nearly every aspect of the personnel policy of
an enterprise may be included if the policy has some beneficial consequences for the
employees or disadvantaged groups outside the enterprise.

Holt (1997) has clarified the concept used in the Danish campaign. She distinguishes
between internal and external responsibility on the on hand and between curative and
preventive responsibility on the other. This gives four types of social responsibility:

1. Preventiveinternal responsibility, i.e. general measurestargeted at al employees at
the workplace.

2. Curative or remedial internal responsibility, i.e. measures targeted at employees with

some type of problem (e.g. reduced working capacity, sickness, personal problems).

3. Preventive external responsibility, i.e. activities beneficial to the local community,
for example young people and pupils at school, and sponsoring of sport clubs and
such like.

4. Curative or remedial external responsibility i.e. measures to integrate disadvantaged
groups without employment.

Thistypology is, as Holt remarks, important although pragmatic. It isimportant because
the different forms of social responsibility may be explained in different ways. It is prag-
matic because the point of departure isthe Danish Campaign.
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If weturn to labour market policy a somewhat different (although overlapping) concep-
tion of socia responsibility emerges. Among the goalsin labour market policy are that
elderly people should stay longer in the labour market, that the qualifications of the la-
bour force are enhanced (among other things due to intensified adult and further trai-
ning) and that work related injuries, illnesses and accidents are prevented. Enterprises
doing much to contribute to these goals are seen as socially responsible.

Summing up we may identify the following definition of social responsibility:

(9) Social responsibility of enterprisesis firm behaviour, which the Ministry of Social
Affairs and/or the Ministry of Labour (Government) find desirable, i.e. behaviour
which promotes goalsin social and labour market policy. For the Ministry of Social
Affairsit is primarily behaviour, which reduces the number of persons on social
assistance, sickness benefit and disability pension. For the Ministry of Labour it is
primarily behaviour, which makes elderly people stay longer in the labour market
and ensures (Ilong-term) employability of the work force.

Most discussions of social responsibility of enterprisesin Denmark takes definition no. 9
(or part thereof) asthe point of departure, cf. e.g. Ibsen, 1999 and Westergard-Nielsen,
1999 who from the point of view of economics discus some aspects of enterprise beha-
viour included in definition 9.

In terms of definition 9 “social responsibility” isdesirable. It isaways agood thing to
be responsible rather than irresponsible. And it is better to be “social” rather than non-
socia or anti-social. Thus, the current Danish policy may be viewed as an attempt to
construct a certain definition of reality (cf. section 6 above). Some types of enterprise
behaviour is defined as desirable by labelling it “socialy responsible” in the hope that
this definition of reality will become widespread so as somehow to influence enterprise
behaviour.

7.2. Welfare Mix

In discussions of socia policy, in particular from an international comparative perspecti-
ve the concept of welfare mix has often been used. The ideaisthat "social tasks' in a
society may be performed, financed and regulated by different institutions notably the
family, the market, enterprises, voluntary associations and the state. In any given society
thereis some division of tasks and responsibilities, which may change over time. The
research interest in this connection is to describe the organisation of social tasks at the
level of society, the reasons for certain forms of organisation and the consequences
thereof. The term "organisation” is here used in avery broad sense.

Thus we may define social responsibility in the following way:
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(10)  Social responsibility of enterprises exists if enterprises perform, finance or re-
gulate "social tasks'. Thelarger the proportion of social tasks performed, fi-
nanced or regulated by enterprises (seen in relation to the total volume of such
tasksin society) the larger the social responsibility of enterprises.

Often social tasks are divided into two types, cf. section 7.2.1. and 7.2.2.

7.2.1. Cash Benefitsto Persons not ableto Providefor Themsalves

A classic social task isto provide means of subsistence to persons who are not able to
provide for themsel ves because of e.g. unemployment, mental or physical illness, divor-
ce, disability or old age. The means may be given in cash benefits and/or in kind. In most
societies it is not acceptabl e that people die dueto lack of satisfaction of basic needs
such asfood and shelter. Thus we may identify a certain type of social responsibility in
terms of definition 10:

(10A) Social responsibility of enterprises exists to the extent that enterprises finance
payments to people not being able to provide for themselves, e.g. unemployed
people, sick people, pregnant women, widows, pensioners and the disabled. The
larger the payments of enterprises (in relation to total payments), e.g. the closer
the relation between these payments and the number of people in these categori-
es, the larger the social responsibility of enterprises.

If all such payments are made by the state out of general taxes one may say that compa-
nies contribute to an extent equal to their share of general taxes. If the number of e.g.
unemployed people increases the increased economic burden is borne by al taxpayers.
In this case the social responsibility of enterprises may be said to be lessthan in asitua
tion where the increased economic burden is solely borne by the enterprises.

Payments by enterprises may be obligatory (e.g. according to legislation) or voluntary.
Voluntary payments may be donations by fiat, payments to insurance companies or dif-
ferent types of funds (which take care of the concrete payments to persons according to
specified criteria) or "gifts’ to (former) employees, their families or others.

Another dimension of payment systems is whether enterprise payments go to (former)
employees of the enterprise (and their families) or to persons with no present (or pre-
vious) employment relation to the firm.

There exist anumber of different financing and payment systemsin particular if viewed
in an international perspective. One of the interesting dimensionsisto what extent the
employer finances payments to unemployed persons, sick or disabled persons " produ-
ced" by the employer. In other words the element of experience rating in financing sy-
stems. In Denmark there is, for example, only asmall element of experience rating in
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payment of unemployment benefit. Under certain conditions the employer pays the bene-
fit for the two first days of unemployment, but only for members of unemployment in-
surance funds. Public employers pay sickness benefit (or wage under sickness) to em-
ployees, but private employers only pay sickness benefit in the first two weeks followed
by payment (financing) by the state. Danish employers do not contribute to e.g. social
assistance or disability pension received by dismissed employees. But many employers
contribute to private pension funds together with their employees.

Financing and payment systems are interesting from a number of viewpoints. One aspect
istheir impact on employers incentives, cf. e.g. Hagelund (1999) who compares the re-
integration of long-term sick persons in Denmark and the Netherlands where the em-
ployers rolein financing sickness periods and disability pension are very different.

7.2.2. Social Services

ocia services are difficult to define. They may be defined in terms of e.g. target groups,
the service process or the result of the service. The following are examples of services:

a. Care. - Onetype of serviceis care for persons not able to function (well) without such care. Examples
are childcare, care for old people, and care for disabled and physically or mentally ill persons. By "care" is
meant that some other persons interact with the persons cared for to help them with different tasks (e.g.
providing meals, cleaning or clothing, and transport) and to promote their ability to take care of themsel-
VES.

b. Health services and work rehabilitation. - Special trained personnel in specialised institutions (e.g.
hospitals) most often perform such health services but such services may also be produced within (large)
companies. Public authorities may perform work rehabilitation in co-operation with enterprises. Seen
from alabour market perspective the aim of health servicesisto develop and preserve human resources.

¢. Training and education. - In Danish socia policy training is to some extent asocid servicee.g. inrela-
tion to activation of social clients. Companies may offer training places for socia clients or others. The
primary formal aim of activation in Denmark is to develop human resourcesi.e. personal, vocational and
general quaifications.

d. Counselling and guidance. - Counselling is an interaction process aimed at making the counselled
person better able to make good decisions and act accordingly. The counselling may concern employment
or training possibilities, housing or health issues, safety issues at the work place or personal problems
(e.g. family problems and psychological problems). In some cases counselling also aims at increasing the
person's self-confidence and well being. Counselling may be performed by specialised institutions and
personnel but may also be part of interactions in the family or at the workplace. Some companies employ
different types of counsellors (e.g. social workers). Thereis no clear borderline between counsel-
ling/guidance and employee friendly manageria leadership stylesin general. A specia type of counsel-

30



ling/guidance is employment service, which may be performed by the state or private agencies. Some
companies also provide and finance such services e.g. for dismissed employees.

e. Employment on special terms. - In away employment on special terms and conditions may be looked at
asasocid serviceif the target group is persons who cannot obtain ordinary employ ment. For example, a
flexjob or a protected job may be said to be a service produced in a co-operative effort by the employed
person himself/herself, the local authority and the enterprise. Employment on specia terms may also
include voluntary work.

Not all social servicesareincluded in thislist, but the examples may be sufficient to
indicate what is meant by social services.

Enterprise may contribute financially to these services, they may be producers or co-pro-
ducers. Thus we may delimit another type of socia responsibility in terms of definition
10:

(10B) Social responsibility of enterprises exists to the extent that enter prises produce
and/or finance social services. The larger the proportion of social services pro-
duced or financed by the enterprises the larger the social responsibility of enter-
prises.

Explaining social responsibility in terms of definition 10 may take political science, eco-
nomics or macro-sociology asits point of departure. However, the precondition for such
explanations are descriptive studies of actual social responsibility of enterprisesin dif-
ferent countries and historical periods. There seem to exist few such studies which focus
explicitly on the social responsibility of enterprises. One of the most important isavery
comprehensive historical study of social tasks of American companiesin the period
1900-1960 (Heald, 1970). The study focusesin particular on philanthropy (e.g. dona-
tionsto welfare and welfare institutions). A Danish study describes the paternalistic en-
terprise community of atextile company in the period 1880-1930 (Lafarque Pedersen,
1999). Other studies ook at special types of services from an international comparative
perspective (e.g. Rostgaard, 1999). Such studies are interesting because they make us see
the present Danish situation in amuch broader perspective. They also cal attention to
the fact that enterprise social responsibility (or lack thereof) to a considerable extent is
built into the structures of welfare systems in society.

7.3. Dimensions of Social Responsibility

We may synthesise the above mentioned definitions 9 and 10 into one broad definition
of social responsibility.

(11)  Social responsibility of enterprises exists to the extent that enterprises use re-
sources on social tasks defined as activities aimed at preventing, solving or
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diminishing social problems or activities with such consequences. " Social pro-
blems" are understood as situations where individuals are not able to provide
for themselves through work in the ordinary labour market.

The following core dimensions of social responsibility can be identified:

a

A provider dimension. - This dimension concerns firms' payments to unemployed
people, sick persons, pregnant women, disabled and old people. Payments may be
determined by legidlation, collective agreements (genera or local) and/or by the per-
sonnel policy of the company. Payments may go to (former) employees or to others.
They may be direct or indirect (e.g. viaexterna institutions such as welfare agenci-
es, funds and insurance companies).

An employment dimension. - The employment dimension has to do with the extent to
which enterprises employ (hire or retain in work) disadvantaged groups e.g. long-
term unemployed, handicapped, elderly people, ethnic minorities or personswith a
reduced work-capacity. This dimension has to do with concrete (employment) beha-
viour and with behaviour aimed at adapting working conditions, jobs and terms of
employment to the needs and abilities of disadvantaged groups.

An employability dimension. - This aspect concerns enterprises activities to ensure
employability of thework-force. Threetypes of activities are included under this
dimension. First, activities to develop competencies of the work-force in particular
the least qualified. Second, activities to create healthy working conditions. Third
activitiesto prevent and cure personal (mental) and health problems among employ-
ees.

A work-family dimension. - This dimension concerns activities to ensure adaptability
between work and family life of employees. It may consist of working time and
child care arrangements. The activities under this heading are relevant for the possi-
bilities of employeesto take care of tasks in the family in particular care of weak
family-members (children, old and sick persons).

A resource dimension. - This dimension has to do with the amount and types (money
or in kind) of resources enterprises use to prevent, solve or diminish socia pro-
blems. Enterprises may make donations to welfare or may be obliged to pay taxes or
dutiesto social tasks performed by the state or voluntary associations. Thus enterpri-
ses may use resources on social tasks performed by others or on social tasks perfor-
med by the enterprises themselves.

Dimension "€" crosses the others as it concerns the amount of resources used on tasks a-
d. The dimensions include enterprise behaviour which have some beneficial (or adverse)
consequences for the welfare of individuals - in particular disadvantaged individual s or
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personsin danger of becoming disadvantaged. Definition no. 11 seems thus consi stent
with the common sense meaning of the term outlined in section 2.2. It may also be assu-
med that definition 11 is consistent with no. 7 (externalities): Socially responsible beha-
viour in terms of definition 11 may in general have positive externalities. It is an impor-
tant research question to go into because it concerns the possible benefits for society of
social responsibility of enterprises.

The dimensionsindicated are formulated on arather abstract level. To be useful in con-
crete research they will have to be given more operationa definitions. Such definitions
may focus on:

- Theaim or purpose of behaviour (the motives of management or employees).

- Theconcrete behaviour in itself.

- The consequences of behaviour (does behaviour in fact contribute to, prevent, or
remedy social problems).

Thus one can speak of socia responsibility in terms of motives, in terms of concrete
behaviour or in terms of the consequences of behaviour. From a policy point of view
consequences seems to be the most relevant. The interesting thing for public authorities
(the state) is whether enterprise behaviour leads to solving social problems or to aggra-
vating such problems. However, in terms of research it will presumably be difficult to
focus on consequences - at least as the point of departure. It will often be difficult to say
beforehand what the consequences of a certain behaviour will be. Whether or not some
behaviour has "socially responsible consequences’ must be seen as an empirical qu-
estion. In concrete research it will also be difficult to have the motives of behaviour as
the criterion by which the behaviour of interest isidentified. Much socially responsible
behaviour (i.e. behaviour with social responsible consequences) is not motivated by a
wish to be socially responsible and conversely some behaviour with a seemingly "social”
motivation could turn out to have adverse consequences. This does not mean that moti-
ves areirrelevant. Motives may be included as part of explanations of enterprise beha-
viour. Thus, socia responsibility of enterprises must be defined in terms of behaviour in
itself. Neither motives nor consequences can be the starting point.

7.4. Gover nance M echanisms

From an analytical point of view, behaviour of enterprises may be determined by three
forces:

a. Coercion by legidation (including genera collective agreements).

b. Economic rationality.
c. Culture (normative and cognitive assumptions).
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The latter two represent perspectives on the behaviour of enterprises (and of persons): an
economic one and a sociological one. Point "a" can be looked at from an economic point
of view (enterprises conform to legislation because it pays to do so) or from a sociologi-

cal point of view (enterprises conform because they regard legislation as legitimate).

From apolicy point of view the three forces correspond to governance mechanisms:

a.  Rules of behaviour embodied in legislation or collective agreements.

b. Economic incentives (subsidies or duties) determined in legislation/collective agree-
ments.

c. Vaue-governance (i.e. influencing attitudes and knowledge of companies).

Rule-governance means that rules define certain forms of behaviour as desirable or non-
desirable. If agents towards whom the rules are directed do not comply formal sanctions
areissued. Therefore, rule-governance may also be labelled compulsion. By contrast,
value-governance does not include formal sanctions. When complying with values the
benefit is“agood reputation”; non-compliance leads to “a bad reputation”. Values as a
governance mechanism build on the voluntary compliance.

Rule-governance and incentive-governance is directed at behaviour (or physically obser-
vable facts) which must be concretely specified (e.g. hiring of asocial client with awage
subsidy or a non-toxic working environment). These two governance mechanisms there-
fore presuppose arather high degree of homogeneity among agents and situations to be
influenced and alow degree of complexity. If these conditions are not fulfilled the two
first governance mechanisms can not function well. In contrast value-governanceisin
the first place not directed at concrete behaviour but at changing attitudes and knowled-
ge. If thistype of influence is successful the agents themselves choose the relevant beha-
viour adapted to their specific situation and needs. Therefore, value-governance is also
relevant where the object for governance is characterised by high degrees of complexity
and heterogeneity - as are many of the socially responsible types of behaviour emphasi-
sed in the Danish campaign.

One could say that legislation and general collective agreements define the minimal re-
quired social responsibility of enterprisesin agiven society (on the assumption that en-
terprises comply with the general rules). In terms of governance mechanisms current
Danish policy places increasing emphasi s on val ue-governance combined with certain
types of economic incentives. Therefore, a crucial focusin the research programme must
be, what determines behaviour of enterprises along the social responsibility dimensions
indicated above. Consequently both the sociological (cultural) and economic perspecti-
ves (including the stakeholder model) will have to be considered and elaborated.



8. Conclusion

The previous exposition has shown that the concept "social responsibility of enterprises’
may be conceived of in anumber of different ways. Each conception is formulated with-
in acertain frame of reference (way of thinking) whichisin itself meaningful. To some
extent the different conceptions are areflection of the division of labour in society. Pe-
ople within different disciplinesin the scientific community have different world views
as have managers and decision makers in state administration. From this we draw the
conclusion that there exists no "correct" definition of social responsibility.

From the point of view of the present research programme social responsibility must be
defined in terms of the behaviour of enterprisesin asocial and labour market perspective
(cf. conception no. 11). We have indicated four core dimensions: a provider dimension,
an employment dimension, an employability dimension and awork-family dimension.
Common to al four are that they concern enterprise behaviour with beneficial (or adver-
se) consequences for the welfare of individuals - in particular disadvantaged persons or
personsin danger of becoming disadvantaged.

Conceptions no. 3-8 in the paper concern ways to understand enterprise behaviour in
genera and socially responsible behaviour in particular. We think that the conceptions
fall into two main categories. Rational choice (conception no. 3-7) and cul-
ture/institutions (conception no.8). To some extent this distinction is adivision between
economic and sociological perspectives. Asindicated in the paper both must be consi-
dered relevant for understanding behaviour of enterprises.
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