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Preface

There can be few in the business community who have not had to address
some aspect of sustainability within the past few years. It has proved almost
impossible in recent times to pick up any business publication or newspa-
per and not be faced with an article addressing some aspect of corporate
social responsibility (or CSR). The focus of these initiatives has ranged
across a wide and diverse landscape of social and ethical challenges, from
tree-hugging to criminal exploitation. These in turn have led to regulatory
and non-governmental organization (NGO) pressures raining down on
corporate leaders, in addition to the changes that have emerged at both
customer and shareholder levels towards an expectation of a more respon-
sible approach to business.

There is no doubt that many of the actions of a few major corporations
have shown the worst side of commercial exploitation, whether this has
been in the form of social or environmental exploitation or through manip-
ulation leading to major financial catastrophes that have harmed many at all
levels of society. On the other hand, there has been a growth in support for
NGOs that have set their sights on raising awareness and stopping exploita-
tion of any natural resources, using any and all means to further their partic-
ular cause irrespective of the impacts on others in society, such as the
business community.

The difficulty is that many of these individual crusades are in fact inter-
linked and, whilst in isolation each may present a very good and valid case,
the overall impact tends to present business leaders with the problem of
trying to satisfy every possible implication whilst being the central focus
for all ills. These leaders are frequently being held up as failing in what is
perhaps an impossible task given the diversity of demands and integrated
nature of operating within an aware market place.

This predicament often creates an environment where, instead of appro-
priate strategies being developed, the focus is on urgent compliance, public
relations projects and short-term protection. At the same time, the customer
or consumer still requires product development and innovation provided at
a competitive price, whilst the shareholder looks for dividends and security
of investment from organizations which can also demonstrate they adhere

ix
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to the vast number of legal and moral codes, which are continuously being
added to.

The utopia that all seek is unlikely ever to be a reality, but that should
not mean that we stop striving for that goal and raising standards and
awareness in an effort to improve some, if not all aspects of the interaction
of society’s wide-ranging demands. We should all, however, recognize that
every action has a reaction and much of what is strived for has conse-
quences for others. Travelling around the world, it is not hard to appreciate
the different standards, opportunities and challenges that others face. It is
also very clear that we cannot solve all these problems overnight or develop
a balance between society and nature that satisfies the many factions,
cultures and interest groups. This view may seem cynical or even defeatist
but perhaps reflects reality.

Researching into the many aspects of sustainability that are being
pursued under the banner of CSR and the impacts of these on the business
community, what becomes clear is that there is no common strategy that
can be deployed. There is also a very clear distance between the future
planning profiles of senior executives focusing on meeting the short-term
demands of shareholders, which is certainly at odds with the medium-term
focus of governments trying to do (or be seen to be doing) the right thing
within a limited election time span and the reality of developing long-term
sustainable investment plans that will be unlikely to give a return in less
than 15-20 years.

It is perhaps easy to see where financial controls need immediate action
and that environmental controls are necessary to protect an evaluation
process. It is also reasonable that decisions which do affect the environment
are taken through a robust process of debate, even if the practical outcome
of these reviews is to move developments forward given the balance of
current needs. Many will disagree with this since they are strongly commit-
ted to their particular cause and see any concession as a defeat. These
highly focused groups should consider that they too have a responsibility to
the community at large, and they should be working towards solutions, not
conflict.

The truth, which seems to get lost in many of these debates, is that there
has to be a balance that recognizes the right of others to develop. Much of
what gets voiced is in fact not rhetoric but plain common sense, and for the
business community to do ‘what is right’ there has to be a foundation of
commercial benefit. The business community creates wealth from which
others can benefit.

It is also worth considering that perhaps much of what is happening to
raise the profile of sustainability is driven by commercial self-interest but



Preface

that is not necessarily a bad thing. It perhaps does not really matter why
organizations undertake CSR programmes: what is important is that they
do. What is in conflict with the overall aims is when there is artificial
compliance in order simply to meet shareholder aspirations and expecta-
tions. First, this is not an honest approach, and second, the investments to
provide a smoke screen could just as easily be used productively. What
stakeholders have to recognize is that if organizations are prepared to be
open and constructive then they should be applauded and not harangued
about speeding up the process. Even worse are those who try to stop
companies going about their legitimate business to maintain a principle.

Investigating the many and varied views propounded around sustain-
ability and CSR opened up the prospect of seeing that at its core is a prac-
tical benefit for all stakeholders. If CSR can be evaluated and developed
within the overall business strategy then the prospect of meeting some of
the long-term sustainability challenges may be more readily achieved.
Where commercial benefit can be recognized, promoted and integrated
with the ability to help developing regions then progress can be both valu-
able and productive. At the same time, if the stakeholders could collaborate
to look at practical objectives and incentives then the foundation to move
to a more sustainable future could be laid within the business strategy. The
alternative is that we continue a ‘them and us’ conflict, within which
governments find themselves caught between trying to balance the needs of
industry and people.

The objective of this book is to consider the realities of CSR, not the
rhetoric of the ‘business for business’ community, the NIMBY's (Not In My
Back Yard) or the Bananas (Build Absolutely Nothing at All Near Anyone).
We are all stakeholders and unless we focus on creating solutions the effort
will be spent protecting traditional positions. CSR is not about compliance,
though this has to be recognized; it is about adapting business approaches
within a commercial framework that does not penalize competitiveness,
and developing forward-looking strategies that underpin the business
objectives and provide profitable platforms on which to reinforce the
longer-term aims of the whole community.

Sustainability is important to us all. Applying common sense more
widely across the range of stakeholders could do more than small groups
trying to force opinions through. Recognizing that there has to be a balance
between the demands of today and the impacts of tomorrow is the only way
forward. For business leaders there needs to be a greater focus on the
commercial contribution that effective strategies can provide, whilst the
wider community must temper its demands on business that may well be in
conflict with the principles they would like to see enforced.
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Preface

The environment is clearly important to us all and future generations, but
it is unrealistic to reverse the Industrial Revolution. At a personal level we
wish to help those developing regions that have not yet attained the bene-
fits of industrialized communities, assuming they want them. One must not
forget, however, that their evolution is progressing and utopia will not come
overnight.

The aim of this book, then, is to highlight some of the many factors that
influence sustainability, but more importantly to raise awareness and
ideally stimulate strategy makers to consider alternative approaches. It is
certainly not intended to attack the business drivers but, on the contrary, to
focus on where sustainable objectives can and should be adopted to provide
profitable contributions.

Experience working in a number of what many would consider dirty
industries such as oil, power generation and mining provides a background
to areas where NGOs would like to close down commercial development
but fail to recognize these are driven by the market place, of which they are
a part. The exposure to corporate strategies also often highlights a narrow
focus on many of the sustainable issues without considering the possibilit-
ies to combine profit and common sense. The aim is to promote ideas and
discussion based on common sense, which is often not very common. This
is not a crusade but a practical look at an arena that is progressively becom-
ing more important to business leaders and managers.

DaviD E. HAWKINS
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Foreword

As someone who has delivered many speeches on corporate social devel-
opment and sustainable development I always regret that I will never see
the day when a consumer product — a bar of chocolate, a leather football or
garden bench made from tropical timber — walks up to the podium and
delivers a speech about its life. One extreme story could be a life of envi-
ronmental destruction, sweatshops and consumer harm, while the other
could be a story of biodiversity conservation, fair trade and consumer well-
being. It all depends on the CSR policy of the various links in the supply
chain that made that product.

How the CEOs in the supply chain of despair would cringe with embar-
rassment as the garden bench described the harvesting of logs that
destroyed the forest. Imagine the pride of the same CEO if the story was
one of rainforest conservation.

Businesses have choices and CSR is about making a judgement as to
what is the right choice. A failing business helps no one and the benefits of
a business thriving through the exploitation of nature or people are short-
lived. Sustainable development is sustainable business. This book should
stimulate the debate.

The challenges will only become more complex. We live in a world
where most of the population still live in poverty. Ending poverty is a
genuine and important goal but we are already living in a world using too
much stuff. We only have one planet, but if everyone in the world had the
same lifestyle as we do in the UK we would need three planets. The ulti-
mate challenge for CSR is to produce stuff that consumers want and make
great profits but in a way that does not make the poor even poorer and enjoy
the resources of one planet, not three, four or however many it will take
when India, China and Africa come to enjoy our western lifestyle.

CSR or SD — it does not matter what you call them — they are both the
same thing. They are good business, good citizenship and common sense.

ALAN KNIGHT
Head of Corporate Accountability for SABMiller, and
Co-chair of UK’s Government’s Roundtable on Sustainable Consumption



Conflicts of sustainability

The major challenge for any writer in addressing the wide-ranging spectre
of sustainability is that there is so much written and so many interest groups
that one can only try to capture the essence of the issues involved. The trig-
ger came from a discussion that centred on the subject of sustainability and
CSR. In the business community it is perhaps the view of many that corpo-
rate social responsibility (CSR) is the primary focus and that sustainability
belongs on the next level down. This may seem a little trite but it highlights
one of the potential conflicts that sits at the core of business strategy. More
importantly it demonstrates the potential diversity of opinion.

On the one hand, CSR has become somewhat of a millstone for the busi-
ness community, creating a whole new raft of pressures in what is an
increasingly complex trading environment. On the other hand, the concept
of sustainability, which was once a sensible idea to conserve resources, has
become a buzzword for every NGO trying to generate support. Typically
one reads of sustainable housing programmes and such like that, unless
they truly are built from wholly renewable resources, cannot be considered
sustainable in the strictest sense, when forest land is being converted to
housing.

Sustainable originally meant ‘capable of being borne or endured’, but in
more recent times it became ‘capable of being upheld or defended’.
Environmentalists clearly drive towards the former view whilst business
tends towards the second, and governments vacillate between the two. If
one starts from this position of conflict then progress is frequently going to
stall whilst the various stakeholders challenge each other’s perspective. In
the main the protagonists for the environment will tend to vilify the busi-
ness community and developers will push their agenda based on short-term
needs.

We are, of course, all part of a community and whilst it is easy to accept
that the drivers for the business world are focused on the impacts on their
commercial dealings it must also be accepted that interaction with the wider
social community is part of the trading environment. It should also be clear
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that the community provides both the customers and the resources to fulfil
business objectives. As such this community, whether local or global, is
influenced by the benefits gleaned from the trading world, and so it shares
a degree of responsibility for how business performs and contributes.

In essence the three major groups in the market place are, first, the organ-
izations that provide the trading, manufacturing and service operations;
this group includes those that seek to invest and benefit from successful
business operations. Then there are the customer and consumer communi-
ties that they serve. The third group is the governments that represent the
people and provide the framework within which all exist and operate. It
does not take a rocket scientist to appreciate that as individuals we sit in at
least two of the groups and influence the third. It is therefore unrealistic to
consider that sustainability can be fragmented and boxed into a single
concept such as CSR for business.

The business world has no mandate if it does not have customers and
those customers significantly influence the performance of the businesses
that serve them. There is a simple model that reflects the drivers for a
customer, which are price, delivery and quality. These three elements create
the constituents for any trading process and it is not difficult to see that as
the customer defines the requirements then these will have knockon effects
in many of the areas that the customer may consider subject to pressures on
the wider sustainable environment. The more global we become, the more
diverse the impacts and consideration that must be addressed.

The process of manufacturing and delivering to customer demands
causes organizations to constantly expand their business profiles and oper-
ations. As demand grows then so do the impacts of these demands on other
communities. Thus customers have a responsibility to look carefully at
their needs and not simply expect others to do the right thing. Businesses
have an obligation to survive and prosper, and so the more competitive the
market the more potential there is to reach out and affect the lives of others.
Employees look to their leaders to maintain demand and through this to
spread wealth into the community. Clearly many of these same employees
and customers are also shareholders and they expect good returns for their
investment, which increases the pressure on business leaders to exploit
opportunities. This integrated relationship then means that expectations and
aspirations are frequently in conflict.

The spectre of sustainable development is extremely complex, as
outlined in Figure 1.1. Again we see these same three groups interacting
behind and across this spectrum of issues. The business leaders have rela-
tively short-term horizons within which to deliver performance to their
shareholders (this group frequently includes pension funds), and through
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Figure 1.1  The conflicts and complexity of sustainability

these investments to provide the capital for further development and
growth. Wealth creation is a fundamental factor of business and trade with-
out which the wider community would be unable to develop its own aspi-
rations, either individually or as a group.

Governments operate within relatively brief time spans during which
their mandate is to establish the regulatory frameworks and to provide
services to the community. At the same time they are the vehicles through
which social change is driven. It is of course largely the wealth creation
process that provides the ability to contribute to those regions that are less
advanced and need support. At the same time they need to look at the long-
term impacts, which may involve programmes where delivery of benefits
will not be seen in the lifespan of either government or business leaders.
This creates another conflict in terms of taking sustainability into the strate-
gic business.

The environment is perhaps the most obvious concern that faces all
sectors of the community, whether it be global warming or the impacts of
natural disasters, which have always been part of the picture. It is often these
that highlight the disparities across the world and raise the question of
exploitation and perhaps guilt. One must also consider the impacts of
manmade disasters, which are in some ways inevitable if the thirst for
growth and demand is maintained. Clearly some may come from negligence
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and corner cutting but some result from the fallibility of humankind. We
must also acknowledge that some environmental change is a result of
progressive exploitation and pollution. But the more we want, the more risk
we create.

There is a proposition that to bring everyone in the world up to the same
level of consumption we would need the resources of three planet Earths.
This is frequently used to highlight the causes of NGOs but it is both alarm-
ing and often so abstract that it has little value. First, there are no other
worlds to tap into; second, consumption will never abate but could be recy-
cled more efficiently; third, the evolution of the developing worlds will
take centuries to reach a similar level of consumption and technology will
bring new options. The short-term anomaly is that those who say we should
constrain use are also arguing that we should accelerate the developing
regions’ evolution, thus creating a self-fulfilling prophecy.

There is much discussion about waste and many would agree that the
industrialized world creates amazing levels of waste in all its forms. What
perhaps gets much less attention is that waste is just a commodity that we
have not yet found a use for; yet suggest that we develop power from waste
and the NIMBY's will be hard on the heels of the planners and developers.
Technology can provide some solutions, but there has to be compromise in
order to exploit the potential.

Globalization has added another factor to the sustainability arena and
that is social change. Integration of cultures and communities brings about
an increasing diversity, which in turn offers a wide variety of perspectives
on what is important. The obvious business leaders frequently do not drive
exploitation; sometimes this results from communities that see this as a
natural evolution, with their expectations and needs over-riding what others
may consider unacceptable standards.

In all of this one has to consider and rationalize sustainability at both an
individual and group level. On the one hand we may well nurture ideals and
objectives, but we must reflect these as part of one or more groups with
which we interact. How we see the world often conflicts with those organ-
izations we work with or for. This is also a consideration for organizations
that seek to attract the best brains, but which may be seen as not having an
appropriate sustainable profile.

Pollution is a major consideration resulting from industrial exploitation.
In recent years this has produced significant conflicts and challenges for the
community. Beyond the obvious events such as Chernobyl and the Exxon
Valdez there is a more serious underlying commercial phenomenon emerg-
ing, which is the trading of pollution. This has received notoriety in recent
years in terms of Kyoto and CO, emissions but has been around for a lot
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longer; as national standards have been raised so business ventures have
been transferred to less regulated countries. This simply moves the prob-
lem, and sows the seeds of future conflict.

Many today would consider the lack of ethical trading as even more of
a pollutant. Globalization has opened up the world’s markets but has
brought with it more open exposure to bribery and corruption. In some
developing regions these practices have more of a detrimental impact than
the prospect of industrial exploitation. In other parts of the world the
culture of facilitation payments has been a practice for centuries and
perhaps ignores the rights of a country to manage its own standards. The
conflicts these business processes create add to the confusions within the
sustainable agenda.

The advances in technology have contributed to (and perhaps offer solu-
tions in) the wide range of sustainable arenas. Many innovations created for
good have ultimately been condemned in a negative way. Cheap power
from nuclear plants is both clean and reliable, providing the waste and
containment is controlled. The proliferation of the personal computer (PC)
has both opened global markets and (due to the speed of its development)
created redundancy and a new waste product.

Behind all industrial evolution is the vista of energy from steam to
nuclear power which drives the wealth creation processes. It also is the
major contributor to pollution in many ways. Again we see that by trying to
raise the living standards around the world we will generate additional pres-
sure and pollution.

The response to much of this conflict is for governments to introduce
more and more regulation. There is certainly a need to ensure that
unscrupulous business ventures are controlled. Perhaps, however, the
biggest winners are the lawyers and accountants that support the major
companies to manage these rules. The losers are the smaller companies and
the communities that become pawns in a much bigger game. Incentives
rather than penalties might change the balance between compliance and
commitment.

CSR has in the main been focused towards corporate governance and,
when we see examples from Enron and WorldCom, there is clearly a need
to protect the wider community. The changes that have started to be intro-
duced have significantly increased the responsibilities of business leaders.
This in turn has led to greater interest in the development of risk manage-
ment strategies, which may be more tuned to protectionism than commit-
ment.

Perhaps the major concern for the business community has been the
issue of brand management and more importantly, brand protection. Global
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manufacture and trading brings many opportunities but also creates the
potential to expose organizations to public criticism. This is then reflected
by the investment market and short-term sales, which in turn results in
losses and reductions in demand which ultimately may cost jobs. Consider
this cycle in the case of Nike where, amongst those that suffered as a result
of protests, were the workers who were being exploited.

The balance in this complex world of sustainability rests in the hands of
the stakeholders and, more importantly, in the value concepts that they
employ or deploy. Frequently these stakeholders can be both beneficiaries
and critics at the same time. In the case of those working in government,
they may also be the regulators and legislators.

Sustainable development as a concept now seeks to look further into the
future before committing to business or investment strategies. This is
perhaps reflected within a few organizations and is sometimes made a sell-
ing point. In the main, however, it is still the basic trading principles that
drive development in response to customer demand.

What is now starting to come into the business language is the concept
of eco-efficiency. The conservation of resources, materials, energy and
reductions in waste, together with recycling, have a positive impact on the
bottom line. Re-engineering business processes and working more with the
value chain offers the opportunity to improve both performance and cost
whilst contributing to a wider sustainability programme. This does,
however, require the resolution of internal and external business conflicts
and traditional approaches.

The increase in the utilization of concepts such as outsourcing and off-
shoring has brought with it the opportunity to address some aspects within
the environmental and sustainability portfolio, but at the same time has
created conflicts for those whose employment has been transferred. It also
raises the potential for exploitation and impacts the communities at both
ends of the transfer.

Where the future will lead is a subject occupying the minds of several
economists, politicians, business leaders and environmentalists. The
predictions are many and varied and generally fail to provide a stable
profile against which to plan. As a result the debates continue and the
conflict rolls on unabated with the result that more effort gets expended on
debate than is focused on considered actions in many cases.

Many outside the business community would tend to take a very harsh
view of the right to make a profit, ignoring of course the fact that this
wealth feeds back into the community and into development projects. As a
result of these crystallized positions the focus of CSR will inevitably
concentrate on the visible profit rather than the longer-term implications.
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This in turn presents the opportunity for those outside the business to criti-
cize rather than consult. CSR should be part of the corporate business plan
and it should be linked to the profit profile, which will help to create the
ethos at every level of the operation.

Change does not come quickly or easily in any established business and
the integration of sustainable ideals and objectives will be harder than most.
Innovation is always difficult but where this requires an alternative busi-
ness approach it will be doubly difficult. It will bring conflicts in the value
chain, from the developer through every stage of manufacture or delivery
to the customer and consumer. This change process will have to be far more
holistic and draw into the process all stakeholders.

As the sustainability agenda moves forward there is a need to establish
robust measurements and reporting that counters the current rhetoric. Most
importantly those that promote the potential of a sustainable approach need
to provide evidence of the value created. At the same time there are
programmes such as FTSE4Good, that support organizations which issue
sustainability reports but they should not become graded measurements
since many organizations are at different levels and progress will be paced
differently. Rigid rules will simply create even more conflict or mistrust
and even induce some to focus on presenting the right image as opposed to
creating the ethos of sustainability.

It is easy to see how current investment and taxation strategies may well
have been established to underpin social responsibility, but in many ways
they have had a negative effect. The conflict between business drivers and
those of the regulations frequently means avoidance and compliance as
opposed to commitment. Governments themselves have sought political
solutions such as emissions trading and compromise rather than address the
core issues. Incentives to help the business community would perhaps have
more effect than penalties, which can be factored into the commercial pack-
age.

There is clearly a need to look towards alternative business models for,
whilst most organizations can manage internal efficiency, the wider impli-
cations necessitate addressing the boundaries between organizations.
Developing business strategies and operating processes that incorporate a
sustainable profile will provide an alternative to exporting or transferring
negative issues. These alternatives require innovative thinking.

The need for the business community to succeed and for the wider
community to recognize the need is a crucial part of reducing the existing
conflicts and moving towards a proactive approach. The issues involved in
the wider sustainable arena provide a constant platform for conflict that
detracts from addressing the real issues. There has to be competitive
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balance between the drivers for the business sector and the aspirations of
the community and special interest groups.

Collaboration rather than conflict will do more to build a long-term
strategic approach, which does not preclude the ability of organizations to
benefit from implementing a truly sustainable programme. Each sector of
the community has a value profile that covers a wide spectrum. Each is
valid providing it does not try to impose its views on others except by exer-
cising personal choice to influence market demand. The reality is that as
long as the conflicts continue then the real issues will probably not be
resolved. Creating sustainable value requires the balancing of demands
across a range of stakeholders. More importantly, it requires forward-
looking leadership that can adopt the common-sense elements of exploiting
sustainable issues. At the same time there is a need for innovation at every
level and supported by all three primary pillars of the community, business,
social and government.

Sustainability and the more localized impacts and issues of CSR create
a recipe for conflict in every aspect of the trading cycle. The more conflict
is allowed to ferment, the less likelihood there is of actually focusing efforts
on the profit and value creation process. The more wealth that is created
throughout the value chain, the greater the opportunity to spread it through
to those areas that need support.

Effective business operations are more efficient and exploitation of
materials, resources and regions has limited benefit in the longer term.
Increasing output or reducing costs has a direct benefit to the bottom line.
In developing business plans the wide variety of issues covered by the
sustainability umbrella needs to be embedded in the strategic approach. The
concept of sustainability should be promoted not from a defensive position
but proactively, to exploit the benefits both internally within organizations
and in the market place at large.

Building a strategy must recognize the business environment and the
landscape of the community. The implications of globalization are a consis-
tent factor to most business operations and this brings both opportunity and
risk. The network of stakeholders contributes pressures and influences on
the strategy that must be addressed, but if sustainability is to be a real
concern and focus then they too need to validate their individual agendas.
The conflicts that currently exist are largely generated by individuals and
groups, which in themselves have contradicting drivers and demands.
Balancing these will be a crucial part of eventually being able to deliver
real progress.

In the meantime the challenge for the business world should be focusing
on how they can create wealth or value benefits from alternative
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approaches which, in parallel, will contribute proactively and responsibly
to the wider agenda and to real sustainable outcomes. It is unrealistic to
assume that commercial stakeholders will support significant reductions of
investment returns unless there is an alternative value being generated. It
should not, however, be assumed that adopting a sustainability-based
approach will simply be a drain on business values. When savings, produc-
tion and process improvements can be balanced against market demands
whilst incorporating longer-term sustainable objectives, then business can
turn current conflicts to profitable outcomes.



10

Global business (local impact)

Globalization is now a factor in every business, either directly or indirectly,
and impacts every community; clearly demand growth must also be affect-
ing the broad spectrum of sustainability issues. It offers both challenge and
opportunity but is still feared by many, as the more open markets become
the greater the pressure on traditional comfort zones. In every aspect of
dealing across national boundaries and, more importantly, integration of
developing regions into the business process, there are social and economic
impacts to be encountered. Many of these have caused high-profile media
exposure for a number of international business names.

It also has to be recognized that the global community is changing, as
seen in Figure 2.1. Some predictions suggest that in the next two decades
the influence of the Asian business machine will radically increase. New
global players are emerging, such as China and India, together with others.
The major impacts will significantly change the geopolitical profile. At the
same time the world economy will continue to grow, perhaps by as much
as 80 per cent by 2020, but it is also suggested that average per capita
income will be 50 per cent higher. The global business community will
progressively become much less westernized, and thus the implications for
creating a western brand of sustainability seems less likely.

One should accept but not condone the reality that unscrupulous busi-
ness leaders will drive some exploitation. It should also be appreciated that
most in the business community do not set out simply to exploit local
developing regions but it must also be accepted that these regions are at
differing stages of development. They are also not likely to be able to
absorb the changes that many think they should. Some of those outside the
business world may see any interaction as exploitation and should perhaps
consider that if there were no demand for resources or competitive advan-
tage from local manufacture then there would be no development. Taking
the debate further, without the wealth creation process there would be no
help for these developing regions.

There have always been since the earliest records traders who have been
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Figure 2.1 The impacts of globalization

the links between those that have resources and those that desire them. In
this process there have been many horror stories going back over the
centuries. There have also been many examples of how the trading inter-
face has helped to create new wealth and development. It may not be popu-
lar to suggest that there are differing standards and stages of development,
and that these differing plateaus create the essence of trading and the osmo-
sis of knowledge transfer. The current access to information is a benefit in
terms of bringing major issues to public notice but it also creates the
perception that we can level the social standing of every region we see.
Those that have spent time operating in the developing world will under-
stand the dilemmas that exist. This includes many of the non-government
organizations (NGOs).

The Bali Roundtable on developing countries, which took place in 2002,
was a gathering of a number of government and international agencies
which recognized that business is the primary driver of economic develop-
ment. This was a precursor of the World Summit for Sustainability. It iden-
tified that the process of globalization and the active involvement of
business was critical in alleviating poverty and achieving sustainable devel-
opment. In many ways it also highlighted the progress that was being made
towards changing roles, responsibilities, relationships, expectations and
demands. There was certainly a concept that business was starting to recog-
nize the benefits of working with the wider community. One might suggest
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this was a little naive since business has always understood the value of
integrating with society, whether resources, customers or investors.

What is perhaps more interesting and constructive from these and simi-
lar discussion groups is the recognition that helping business to improve
products, services, processes and relationships with society helps build
wealth. Businesses, for their part, are perhaps appreciating more and more
that practical support for their economic, environmental and social contri-
butions can underpin wealth creation whilst reducing negative impacts.

Growing public interest in business operations in developing countries
has brought issues such as human rights, labour standards, child labour,
environmental impacts, corruption and fair trade into the limelight.
Developing best practice can be more proactive than taking a more nega-
tive or even punitive approach to forcing business to be responsible. There
clearly also needs to be a realistic approach which understands that change
cannot and will not occur overnight. Encouraging business leadership to
make the effort would be more productive than continuously battling
against the easy target despite the efforts they make.

It is a complex task to factor sustainable economic, environmental and
social objectives into business decision-making. At the same time, the
developing countries are rightly looking to grow and so perhaps are them-
selves damaging the long-term sustainable infrastructure. There must also
be consideration given to the pressures on business to meet CSR agendas
in respect to developing regions when in many cases there is a local culture
of corruption and exploitation.

Creating the environment for business to operate responsibly is part of
changing local approaches. In the developing regions there is clearly a need
to clean up the local culture and attract international players who can build
critical mass towards a more responsible business culture. These unsus-
tainable business cultures are themselves now creeping into the wider
global trading environment and as such there is an emerging competitive
challenge for those that would prefer a more structured CSR approach.
There is clearly a need to create a partnership across these multiple factions
in order to ensure that short-term focus on either side of the commercial
divide does not negate the longer-term real needs and aspirations.

The impacts of global trading clearly have direct impacts on the local
community and many would suggest that the business community is
responsible for poverty. This shows a complete lack of understanding of the
evolution of communities and societies. It also suggests that we can
measure poverty against a common benchmark. However, it is true that
how these business operations, whether local or external traders, deliver
their results can seriously impact or aid the continuation of poverty. The
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impacts are easy to see in terms of resource use, waste and pollution, as
well as employment exploitation and long-term exclusion through a lack of
education.

What is perhaps less obvious is the economic pressures from cash flow
and market dominance that prohibits true competition. For example, six
international companies control 70 per cent of the world’s agricultural
commodities. Exports from the developing world are increasing dramati-
cally, whilst inward investment is much less pronounced. Market demand
places increasing pressures on producers such as the flowers being picked
in Uganda the same day as the orders arrive, or in the garment trade, where
most of the lead time is used up before the order hits the production floor.

Better working conditions and productive planning increase productivity
and quality; this we have come to understand. It is also interesting to
consider that poverty may provide low short-term costs but it increases
absenteeism through ill health. A low educational base limits future growth
options and raises the cost of training and recruiting.

A sustainable approach can thus increase productivity, quality and
investment return. At the same time, clearly there are risks associated with
failing to look beyond the immediate cost analysis. Beyond this there is the
aspect of stakeholder pressure on investment and demand.

The trend in these type of dissertations is to focus on the smaller devel-
oping countries but the reality of course is that there are several big players
which have a significant impact on the global social and business commu-
nity. India has a growing population that is struggling to feed itself, whilst
at the same time it has a growing industrial base. The gap between the top
8—10 per cent of society and the rest is ever widening. China, on the other
hand, has a highly focused national investment profile, which includes
socialistic programmes and yet allows more and more free market devel-
opment.

The impact of this is that development in China is unsustainable accord-
ing to UN reports. Its dramatic economic growth, together with major
programmes on dams linked with drought, is placing increasing pressure on
its neighbours in Thailand, Cambodia and Vietnam. Thus economic devel-
opments and progress often have a much wider reach and impact, not only
in terms of influencing natural resources such as water but more widely in
terms of infrastructure development. It is often suggested that future global
conflicts will not be military, traditionally in search of economic benefit,
but based on economics and the threat of economic terrorism.

Many, of course, still see globalization as a threat, particularly those
that see their jobs going overseas. So the drive to improve competitiveness
by looking to lower cost centres also bounces back on the traditional
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community. It is clearly not possible in today’s market place to preclude
overseas integration in some form. Thus blind protest is not realistic but
what is more meaningful are the market pressures that these developments
and process changes can create. The strategic considerations for the busi-
ness leaders should be more directed to balancing the cost benefits with the
wider stakeholder reactions.

Given the many different issues that the global markets bring forward
and the challenges that can emerge from looking to develop competitive
advantage through global trading, the subject of sustainability should be
high on the agenda of business leaders, yet, in a study by IBM in 2004
involving over 400 senior executives, environmental and socio-economic
factors were not seen as having an impact on their business. The principal
driver was revenue growth against a background of global competition,
continued uncertainty from issues such as 9/11 or Severe Acute Respiratory
Syndrome (SARS), and changing market needs that are creating a complex
market place.

Additional factors under consideration are the tried and tested issues of
cost reduction, asset use and risk management. It is surprising, therefore,
that the implications of sustainability factors are not high on Chief
Executive Officer (CEO) profiles. Clearly the drive for global sourcing,
off-shoring and outsourcing to support cost reduction involves potential
direct risk but is also likely to reflect risk and reputation. This lack of focus
may well reflect the belief that investors and customers are focused on cost
and value, which is then driving growth potential. This would support the
premise that to achieve wider adoption of sustainable approaches there has
to be a change in the demand value concept.

As suggested earlier most CEOs saw China as a major focus for growth
opportunities and a major market influence even for those that had no direct
presence or strategy to harness China’s growth. China’s impact on supply
and demand is enormous and growing. It can dramatically influence
markets and many economists suggest corporate growth (certainly in Asia)
will be dictated by China’s ability to grow. In many areas, including manu-
facturing, China now represents the key trigger for economic development.
This in turn must, surely influence smaller economies and accelerate the
competitive challenges, bringing greater pressure to bear on long-term
sustainability agendas.

Alongside, growth responsiveness is also seen as a major factor for busi-
ness strategy. The dynamic changes that markets face provide a landscape
that is only partially stable at any one time. As organizations seek to survive
and grow, so their resource and supply network will also come under pres-
sure. The implications for community investment are clear in that most will
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have to depend on their contributing value or fall by the wayside. Many
organizations created value by being global and providing a conduit for
customers to developing countries; with a more global economy this advan-
tage has gone, resulting in the need to build new propositions.

Many will recognize that the skills necessary to ride these waves of
change and still maintain a focus on corporate responsibility are not embed-
ded in the majority of traditionally established organizations. They must
also appreciate the dilemma that failing to manage the soft issues may ulti-
mately cause a market backlash.

This relatively low profile given to sustainability issues is quite surpris-
ing but perhaps reflects the short-term focus on growth driven by the
investment market. Unfortunately it also helps to create the catalyst for
NGOs to promote the concept that business leaders have little or no concern
for the communities that they serve or exploit. Experience would suggest
that in the main this is not true, but integrating the longer-term aspects of
sustainability into the global business agenda means balancing a very
complex programme of issues and pressures.

Such pressures and concerns are frequently brought to the surface in
order to temper the commerce-only focus of the business community. We
have all seen the exposure that can come from exploiting the low-cost
developing community. The sweatshop saga has been one that has been
regularly thrown up as a direct result of globalization. Not only does the
corporate world devastate traditional communities by moving production,
but it also then adopts employment approaches that verge on slave labour.
Child labour in Pakistan making footballs for the World Cup that carry the
Coca-Cola and Adidas logos presents a nightmare picture for corporate
public relations (PR) managers. It perhaps has less of a real impact on share
values. It must also be remembered that in poor economies the local pres-
sures of survival may be greater than wanting to foster a more equitable
labour market.

Such cases of abuse and exploitation are frequently arising from across
the globe, whether it is Wal-Mart and Timberland finding themselves impli-
cated in labour issues in China, or toy manufactures such as Mattel in
Mexico. We should make the point these are examples and should not be
considered the only high-profile companies caught like rabbits in car head-
lights. Often they did not even realize the risks they were taking.

Even when organizations try to improve conditions in these sweatshops
it is no easy task. Many, such as Reebok, Mattel, Nike and Adidas, have
made special provisions within contracts to ensure that there is effective
implementation of changes in working conditions, sanitary arrangements
and health care. The challenge lies between the drivers of the consumer
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market, investor return and the cost profile negotiated at a local level. It
must also be said that factory owners are not always as inscrutable as
protesters would suggest, and it is the majors that are guilty of exploiting
these markets.

What eventually does start to emerge when evaluating reports on sweat-
shops and labour abuse is that once changes and improvements have been
put in place, so production and performance increases. The cost of
improvement is often recouped over a short period and, when balanced also
against the cost of training, the medium-term return is positive. Looking
further into the future, a well-maintained workforce provides a platform for
developing new products and services.

I have personal experience in India of seeing young boys working heavy
machinery which led to their being sent home, only to return when inspec-
tors had left. The real sufferers were the families that lost income and they
probably felt little gratitude towards the western standards that had been
unrealistically imposed on them. It is easy to assume that our way is right
and to ignore the implications for the local economy; again there has to be
a balance between good value and local exploitation.

In a global context clearly sourcing is a major area of concern for the
majority of low-cost developing economies. Integration of manufacture
often has by its very nature to focus on long-term investment and know-
ledge transfer, and in such cases there is clearly much more exchanging of
ideas over a period of training, process validation and product delivery.
Where there is more volatility is in the product, material or component
supply where long-term contracting is less necessary. The implication is
that to focus only on the short-term need and traditional price, quality and
delivery tends to push the supply relationship to very competitive terms
with little or no consideration for the future. It is in these situations that
major players can find themselves exposed or implicated in exploitation
claims and public pressure.

On the other hand, the growth in revenues for organizations such as
Traidcraft and Fairtrade suggests that the consumer market is becoming
more aware. At the same time China, which has influenced the world
market through consumption for a number of years and will in the next
decade become a global driver of markets, has declared its intention to
focus on sustainable development. Whether this is politically driven or not
the recognition of the impacts from a growing consumer society should be
a warning to others.

Fairtrade has become widely appreciated as a sign of good practice and
a sound approach to helping producers expand their markets and reap the
benefits of better price levels. The focus is to fight poverty through trade
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and in recent years their impact on areas such as coffee sales has clearly
started to influence the strategies of the majors, including Nestlé.
Guaranteed pricing that is established to provide local investment has led
to higher production and an increasing share of the market. The Fairtrade
logo now has global recognition but remains vulnerable to healthy
economies where anecdotal information would suggest that purchasing
Fairtrade is fed by the feel-good factor and perhaps a little guilt. It has not
yet established such a robust profile that the major players will embrace the
Fairtrade principles and thus it is still only a model example of what can be
achieved.

These principles, however, in the global market can provide a foundation
for thinking across a wide range of organizations. As we have already said,
the improved relationships with producers and manufacturers and invest-
ment in better working conditions can enhance production, yield, quality
and consistency. There is clearly an issue that responsible sustainable
approaches help to underpin brands and reputation. Building integrated
relationships helps to establish a more effective risk management profile.
The more investment is focused towards a mutually responsible approach,
the more opportunity there is to exploit shareholder influence and future
investment value.

The Fairtrade model, although limited in reach and scope, does show the
way forward in terms of building ethical and fair trading chains that link the
producer to the consumer, where each stage in the delivery process is
equally transparent and mutually balanced. It has built a reputation that
now sells its products at a premium because of the validation of the ethical
approach and perhaps the feel-good factor that stimulates a degree of guilt
at the consumer level. This is clearly not always popular with the major
players but does show that at a basic level we do prefer a balanced
approach.

When considering the sustainability agenda it is worth considering the
fundamentals of globalization strategies, which in turn set the landscape for
CSR challenges. These six dimensions, as shown in Figure 2.2, are both
interactive and to some extent interdependent, creating a kaleidoscope of
challenges for maintaining a balance in the sustainability matrix, which
some may call a minefield.

The financial implications and economic influences clearly set the
agenda for the global trading landscape but, in relation to the sustainable
challenges, these introduce a wide range of factors. The growing influence
of global players such as China and India are already changing the profile
of trading patterns. As this influence increases, the Asian influence on busi-
ness structures will also change. These growing markets, both pulling and
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Figure 2.2 Dimensions of globalization

pushing demand, bring with them alternative business cultures. Regulation
is also increasing to contain the shifts in business process operations
(BPOs), such financial backroom operations, to ensure that, whilst benefit-
ing from the obvious economic advantages, the reporting requirements are
maintained. Within the financial aspects of global trading one must also
consider the ethical trading implications and the control of corruption.

The political agendas across the globe are very diverse and frequently
unstable, which creates a volatile climate in which to build and develop
business operations. This, most will say, is not new but now one should
perhaps be considering the desires of governments to exert their influence
and exploit opportunities for development and economic growth. These
aspirations may in themselves infringe our attitudes to sustainable devel-
opment and as such create an alternative competitive pressure for short-
term gain. The new political battleground is one of economic influence,
which may be used to force through political agendas. These in turn will
certainly impact the current major political power centres and over time
there will clearly be new majors at the high table. The implications will
probably bring positive and negative influences to the sustainability
agenda. Wanting political power may induce some countries to adopt a
more positive approach, whilst others may use the exploitation of natural
resources to build influence.

Security is perhaps the single most visible influence on the global
market. The growth in networked terrorism will continue to influence much
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of the business environment and thus the implications for developing
sustainable programmes. Longer-term strategies and investments will be
partially balanced against the local and logistical chain of security, the
implication being that short-term projections will be more likely than long-
term knowledge transfer programmes. This consideration of security also
influences government support programmes that will dovetail with busi-
ness investments focused on helping to bring sustainability to the develop-
ing countries. The implications and influence of aid-trade-debt must be
tailored to build sustainability into the profile of deployment, which may
also include (in some countries) developing approaches that circumvent the
traditionally corrupt infrastructures so as to deliver programmes that are
structured to ensure that benefits are not siphoned off or diluted before they
reach the genuinely needy.

Technology at every level is a major factor in the globalization arena. As
Tom Peters suggests in his book, Liberation Management, ‘Globalisation
and information technology are bringing about the most dramatic transfor-
mation in the history of business.’! At the highest level the explosion in
capability and reach of communications technology has opened up the
global market. As technology pervades the less developed markets it will
inevitably lead to increasing the demand on energy and resources. The gap
between the ‘haves’ and the ‘have-nots’ will certainly increase pressures on
the market to balance sustainability against demand.

The progressive growth in populations in Asia over the next decade will
change the balance of cultural influences. The global market place will
become less western and the growth in the transient Islamic population will
change the profile of the sustainable community. These business cultures
will tend to become less formal and thus possibly less susceptible to the
traits and pressures currently being held up as benchmarks. Business
approaches that may be currently viewed by western NGOs as being
exploitative are frequently viewed differently by other cultures. Issues such
as HIV/AIDS greatly impact the natural resource-based economies and the
investment profiles of the business community. The more resources we
need, the greater the likelihood of local responsibility for community and
health care.

The environment has been the main focus of sustainable development,
and with current rates of consumption, waste and pollution the more we
integrate globalization the greater the pressure on each of these aspects.
Deforestation through to genetically modified (GM) crops creates a wide
range of issues and challenges between the tree-huggers and the business
community. It is inevitable that if we raise the living standards and oppor-
tunities to embrace an expanding population in the developing world, the
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drains on the resource pool ahead of its ability to replenish itself and pollu-
tion will both increase. If we do not address the aspect of waste then some
suggest we will simply clog up the business arteries.

What should be clear to us all is that globalization is a factor in all our
lives at every level; even those in the developing worlds that have not yet
heard of globalization are being affected. Those regions that want to use
their competitive advantage of resources (whether material or human) in
order to exploit the opportunities of joining the global commercial market
provide a challenge to those who would criticize the business community
for participating.

The global market place is a complex environment within which the
business community has to constantly strive for growth and competitive-
ness. The issues of sustainability impact on most (if not all) decisions made.
The challenge going forward is to integrate sustainability into strategic
thinking and operational activities. What must also be appreciated is that
the global market place is diverse and demanding, and thus meeting every
aspiration of every pressure group is not practical. The reality is that find-
ing the appropriate balance is the best we can hope for, recognizing that
others across the developing regions have their short-term development
needs and have an equal right to share in the growth. It should also be
recognized that each country has its own path and is at a different stage of
evolution.

It was suggested a few years ago that western business and consumer
demand was exploiting Chinese sweatshops. It is equally likely that the
exploitation was more internally driven to secure a position in the market
place. Soon, given growth patterns and demographic forecasts, China’s
internal consumer demand will be creating exploitation elsewhere. China
supports sustainable development at the political level.

This observation is not to suggest that we disregard the obvious impacts
of sustainability and just leave the world to find its own levels; it is simply
to reflect the evolutionary nature of things. What we should be looking to
do is ensure that we raise awareness in the business communities that
sustainability can be profitably integrated, and share this knowledge with
the emerging new commercial powers around the world.
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If sustainability is to be truly addressed by the community then it has to
become embedded in the business culture and a clear focus within the
strategic development plans of organizations. It cannot simply be
consigned to the annual report and satisfying the superficial needs of the
investment market’s assessments. Business-driven sustainability has to be
reflective of the wider community as well as the traditional commercial
drivers. Yet clearly the three overlapping sectors of the community shown
here in Figure 3.1 each have their own drivers, which need to be balanced
or blended in order to establish effective strategies, and work in collabora-
tion to deliver.

These drivers do, however, start from totally different perspectives that
must be understood within the wider profiling of activities and pressures.
The average tenure of most CEOs is currently in the region of 2—4 years,
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Figure 3.1 The overlapping communities
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and within that span they will be expected continuously to deliver accept-
able results to investors and shareholders. In fact their performance is
crucial to generating wealth for the community at large. This short-term
focus must be clearly reflected in the strategic investments under their
governance and, whilst there may be some desire to take a longer-term
perspective, the pressures are high. It must also be recognized that these
strategies are being developed and implemented in a global environment
where perhaps competitors have a different perspective of ethical trading
and governance.

The community, on the other hand tends to look at sustainability from a
personal or family impact first and then take a much longer view. The more
remote the direct connection or constraint on their local position, the stronger
the view on what others should be doing. It is this lack of balance, looking at
the future wider arena, that to a large extent constrains the ability of business
leaders to adopt what many would see as a more responsible approach. The
social community is both the customer and the critic of the business commu-
nity. If there is no compromise at the customer or consumer level then the
business decision-maker’s options are limited. The question of exploiting
local social communities to support market competitiveness often brings
values not previously seen. This creates a dynamic pull on the business strat-
egy since competition will certainly exploit opportunities that are left open.

The third element driving the sustainable agenda is regulators and
governments. Their challenge is to support the creation of wealth and
balance this against the long-term impacts that over-exploitation can create.
Frequently, however, the policy makers have their own time frames and for
many these are perhaps only driving politically expedient solutions. The
impact in the main, then, is a tendency for governments to introduce regu-
lations, business to find ways of complying or avoiding penalties and for
the community at large to complain that neither is being responsible.

Strategically the short-term pressures on business and demand-focused
consumer aspirations create an environment that tends to push sustainabil-
ity down the strategic agenda. The medium-term influence and responsibil-
ity of governments is to create targets and regulatory pressures on the
business community, whilst trying to maintain the support of their local
community. Without a global level playing field there is little chance of
being able to focus many business leaders on the realities of reaching a
return on investment as true long-term sustainable programmes are
completely out of balance. If we cannot provide the impetus to understand
and embed the sustainable approach then these three inter-dependent
communities will continue to dance around each other but never really
tackle the issues.
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Figure 3.2 Interconnecting sustainable issues

This situation is reflected in research undertaken by the United Nations
Environment Programme (UNEP) which suggests that communication of
CSR issues is separated from the mainstream business communications
processes, thus creating the illusion that the issues are not connected and
further diluting the strategic focus. Sustainability touches every aspect of
the business strategy as outlined in Figure 3.2; they are interconnected and
thus it is crucial that organizations seek to identify the opportunities and
risks that this entails.

The crisis that has created a backlash in the market place as regards
corporate governance has perhaps over-shadowed the wider implications of
sustainability. This is not to diminish the impact and importance that the
Enron and WorldCom situations created but, whilst serious, they are not
likely to have a major environmental impact. Certainly their investors would
perhaps be less charitable (and who can blame them?), but we should not
assume that sustainability is only about robust financial management.

The business leaders of today face increasing challenges from all sides
and are between a rock and hard spot in terms of meeting everyone’s aspi-
rations. Some may suggest that these are problems for others and their role
is to make money. This attempt to pull the blanket over one’s head is flawed
and shows that in many cases these responsible business leaders can bene-
fit from sustainable approaches.
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On one side pressure is not only external to the organization; it also
comes up through the ranks, and poor consideration can also affect recruit-
ing possibilities. This clearly builds on the external pressures for high-
profile companies. The other side of the equation is that corporate values
and approaches are a key factor in current investment profiling. If organ-
izations don’t meet investor aspirations then financial support for develop-
ment and expansion could be affected.

To a large extent greater transparency is what needs to be put in place,
but this is a double-edged sword in that if you are going to be open to
scrutiny then you must be able to show a clean slate. Communications
capability now puts companies at risk of exposure to pressure groups who
can quickly turn minor over-sights into major issues. Companies are
progressively joining up to Dow Jones and FTSE programmes to report and
demonstrate where they are adopting sustainable approaches but many
more are not and even those that do are perhaps even more vulnerable.
Declare you are doing well and find small problems, and you may get
worse treatment than those that said and did nothing within sustainable
boundaries.

We hear lots of talk about corporate responsibility but what do we really
expect it to be? It is generally assumed to be the ways we behave outside
the regulatory controls. However, bear in mind that in the global trading
environment there is a considerable disparity so which law companies are
contravening can be difficult to assess. It is frequently these paradoxes that
get exploited by those that see only short-term investment as the goal.
Shifting operations to exploit low-cost labour, transferring pollution to
other countries or even building firebreaks in the facilitation chains can all
be legitimate actions. Multi-nationals can switch between friendly or more
tolerant regimes, and all within the local legislation.

Responsibility is about commitment not compliance, and it is the chal-
lenge of this that becomes a dilemma for many business leaders. It would
be easy to take a moral stance on this issue of responsibility but in the main
this will drive organizations more towards compliance and short-term
targets. What have to be evaluated are the commercial benefits of working
differently, such as developing a cost-benefit analysis that supports an
approach which improves customers acceptance, improves performance,
reduces costs and in parallel helps contribute to the wider aspirations of
society. We should also remember that for a business to be sustainable it has
to have long-term growth prospects, which should be founded on customer
expectations.

In the same envelope business leaders also have to consider the risks
and rewards that come from operating in areas that attract high-profile
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criticism. When Shell decided to dump Brent Spar it learnt a big lesson
from the public protests that hurt its European business. Exxon suffered
because of its stance on global warming. There is a raft of websites focused
on ‘bad’ companies only too ready to attack the commercial drivers in
favour of local campaigns.

The potential to benefit from a sustainable approach is frequently not
considered by organizations that adopt the traditional structured thinking.
Eco-efficiency tries to focus on the cost savings that complement sustainable
objectives. Moving a manufacturing plant may have cost benefits but could
damage customer confidence. Similarly the service industry has seen the ‘call
centre challenge’ being faced in many different ways. Some organiza