| Chapter 11

Corporate Social Responsibility of MNCs

The interface between business and society is changing in a world in which new
environmental and social risks emerge and the challenge of sustainability is apparent.
The roles, responsibilities and functions of business, especially with regard to MNCs in
the context of globalisation, have to be redefined. This discussion has led to the de-
velopment of the concept of corporate social responsibility (CSR) in the last few years.
In this Chapter models and instruments to explore and organise CSR within MNCs are
presented.

Loss of Confidence, Challenge of Responsibility and
Sustainability

Global companies and even large local companies are suffering a crisis of
confidence (see Figure 11.1). Contemporary society expects sustainability
and responsibility from the companies, which means that the traditional role
of companies (“the only business of business is to do business”, ascribed to
Milton Friedman) has to be rewritten.

Trust in Institutions (Average of 14 Tracking Countries)
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“Corporations are challenged to go beyond the predominantly economic
view and take into account a wider context” (Jonker/de Witte 2006, p. 2).
Sustainability refers to the (external) environment and demands care in
using resources, such as water, primary materials, energy, etc. Companies
are not only held responsible for the environment. The new normative per-
spective includes topics such as human rights, child labour, etc. Organisa-
tions have to meet the needs of a wide range of internal and external stake-
holders. A stakeholder can be defined, according to Freeman (1984, p. 46), as
“any group or individual who can effect or is affected by the achievement of
the organization’s objectives”. Stakeholders include customers, suppliers,
stockholders, employees, banks, non-governmental organisations (NGOs),
and the society in general.

Corporate Social Responsibility and the Stakeholder
View

The concept of corporate social responsibility has gained in importance in
the last few years. In academic discussion, however, it is by no means a new
idea: the concept itself and the debate about CSR dates back to the 1930s. For
example, Dodd (1932, p. 1149) argues that managers are not only responsible
to their shareholders but they are also responsible to the public as a whole
because a company is “permitted and encouraged by the law primarily
because it is a service to the community rather than because it is a source of
profit to its owners”. Since then, the concept has developed and many more
facets of responsiveness have been added to the understanding of CSR.

According to Mohr, Webb and Harris (2001, p. 47), corporate social respon-
sibility relates to “a company’s commitment to minimizing or eliminating
any harmful effects and maximizing its long-run beneficial impact on
society”.

Triple Bottom Line Concept

Based on this approach, firms are becoming responsible for their social and
environmental effects on society, in addition to generating profits. On the
most basic level, the triple bottom line concept (TBL) “states that companies
should simultaneously be held accountable for their social, environmental,
and financial performances” (Mellahi/Frynas/Finlay 2005, p. 109; see Elking-
ton 1997). In a catchy phrase, the triple bottom line concept refers to “profit,
people, planet” and hence can be seen as the “PPP approach”.
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Pyramid of Corporate Social Responsibility

Carroll (1979; 1991) developed the concept that has been widely used: the
“pyramid of corporate social responsibility” (see Figure 11.2).
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Pyramid of Corporate Social Responsibility Figure 11.2
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Stakeholder Map of a MNC
The concept of CSR is seen within the stakeholder approach. According to this | Stakeholders and
view, a firm should not only maximise profit for shareholders, but should | Shareholders
satisfy the aspirations of all stakeholders (Mellahi/Frynas/Finlay 2005,
p- 107). The wide variety of stakeholders, which have different issues and
concerns, are shown in Figure 11.3. Multinational firms have to pay attention
not only to the stakeholders of their home country but also to the stakeholders
of a multitude of host countries.
MNC Stakeholders Figure 11.3
Home Country Host Country
Owners Economy
Customers MNC Employees
Employees Community
Unions Host Government
Suppliers Consumers
Distributors Strategic Allies
Strategic _Allies Society in General Sl_.lpgliers
Community Global Environment and Ecology Distributors
Economy Sustainable Resources
Govemment Population’s Standard of Living

Source: Adapted from Deresky 2008, p. 35.
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CSR Management Model

The variety of CSR activities or practices of companies can be classified in
different ways (see, e.g., Wagner/Bicen/Hall 2008; Maignan/Ferrell/Ferrell
2005). According to Sen and Bhattacharya (2001) the activities can be catego-
rised into six broad fields:

B community support (e.g. health programmes, educational initiatives)

B diversity (e.g. family-, gender-, disability-based initiatives)

B employee support (e.g. job security, safety concerns)

B environment (e.g. waste management, pollution control, animal testing)
0

non-domestic operations (e.g. overseas labour practice, operations in
countries with human rights violations)

B product (e.g. product safety, antitrust disputes).

The CSR activities or practices of a corporation have to be embedded in the
organisation, i.e., linked to the business proposition and to every added
value in the value chain (Jonker/de Witte 2006, p. 4). Based on this approach,
an integrated management model can be developed (see Figure 11.4).

Figure 11.4
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Source: Jonker/de Witte 2006, p. 5.
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The starting point of the CSR model is the business proposition of a company,
comprising vision, mission and the overall competitive strategy. Under the
“umbrella” of the business proposition four interlinked domains have to be
defined in a business or competition context and societal context (Jonker/de
Witte 2006, p. 6):

B Organising identity: This covers issues such as core values, branding,
image and corporate identity.

B Organising systems: This refers to internal and external communication,
design of primary and supporting processes.

B Organising accountability: This aspect is focusing on auditing, reporting,
monitoring performance and standards.

B Organising transactivity: This includes developing partnerships, organis-
ing dialogues, etc.

International Codes of Conduct

With regard to auditing and monitoring performance and standards (“organ-
ising accountability”), for instance, in production and sourcing, a considerable
number of organisations have developed codes of conduct which provide
consistent guidelines for multinational corporations.

Business Social Compliance Initiative

As an example, the Business Social Compliance Initiative (BSCI) of the Euro- | BSCI
pean Foreign Trade Association (FTA) can be used to demonstrate how retail
and wholesale companies follow codes of conduct, implement and run au-
dits and react by corrective actions in global purchasing:

B The BSCI Code of Conduct is built on internationally recognised labour
standards protecting workers’ rights, in particular the ILO Core Labour
Conventions.

B The practical implementation of the Code is controlled by independent
auditing companies accredited by the international organisation Social
Accountability International (SAI), which has issued the SA8000 standard.
To control the BSCI process, the members share the results of the audits
in a common database. This also avoids multiple audits thus reducing
audit fatigue.

B The BSCI does not rely solely on audits but is based on a development
approach. It aims at continuously improving the social performance of
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suppliers, encouraging them to apply for SA8000 certification. The BSCI
develops follow-up measures such as implementation controls and train-
ing measures in order to support suppliers.

B The whole BSCI process is accompanied by local and European stake-
holder networks which bring their expertise to the initiative and help to
ensure the long-term local ownership of the process. Cooperation with
governmental authorities, trade unions, NGOs and associations also fa-
cilitates social acceptance and independence of the system.

Social Accountability 8000 (SA8000)

The Social Accountability Standard 8000 (SA8000), published in late 1997
and revised in 2001, is a credible, comprehensive and efficient tool for assur-
ing human rights in the workplace. The SA8000 system includes (Social
Accountability International 2008):

B factory-level management system requirements for ongoing compliance
and continual improvement

B independent, expert verification of compliance by certification bodies
accredited by Social Accountability Accreditation Services (SAAS)

B involvement by stakeholders including participation by all key sectors in
the SA8000 system, workers, trade unions, companies, socially responsi-
ble investors, non-governmental organisations and government

B public reporting on SA8000 certified facilities and Corporate Involve-
ment Programme (CIP), annual progress reports through postings on the
SAAS and SAI websites

B harnessing consumer and investor concern through the SA8000 Certifica-
tion and Corporate Involvement Programme by helping to identify and
support companies that are committed to assuring human rights in the
workplace

B training partnerships for workers, managers, auditors and other inter-
ested parties in the effective use of SA8000

B research and publication of guidance in the effective use of SA8000

B complaints, appeals and surveillance processes to support the system’s
quality.
The SA8000 Standard is based on the international workplace norms of the

International Labour Organisation (ILO) conventions, the Universal Declara-
tion of Human Rights and the UN Convention on the Rights of the Child.
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The main elements of the SA8000 Standard are (Social Accountability Inter-
national 2008):

B Child Labour: No workers under the age of 15; minimum age lowered to

14 for countries operating under the ILO Convention 138 developing-
country exception; remediation of any child found to be working.

Forced Labour: No forced labour, including prison or debt bondage la-
bour; no holding of deposits or workers’ identity papers by employers or
outside recruiters.

Health and Safety: Provide a safe and healthy work environment; take
steps to prevent injuries; regular training of workers in health and safety;
system to detect threats to health and safety; access to bathrooms and po-
table water.

Freedom of Association and Right to Collective Bargaining: Respect the right
to form and join trade unions and bargain collectively; where law pro-
hibits these freedoms, facilitate parallel means of association and bar-
gaining.

Discrimination: No discrimination based on race, caste, origin, religion,
disability, gender, sexual orientation, union or political affiliation, or age;
no sexual harassment.

Discipline: No corporal punishment, mental or physical coercion or ver-
bal abuse.

Working Hours: Comply with the applicable law but, in any event, no
more than 48 hours per week with at least one day off for every seven-
day period; voluntary overtime paid at a premium rate and not to exceed
12 hours per week on a regular basis; overtime may be mandatory if part
of a collective bargaining agreement.

Compensation: Wages paid for a standard work week must meet the legal
and industry standards and be sufficient to meet the basic needs of
workers and their families; no disciplinary deductions.

Management Systems: Facilities seeking to gain and maintain certification
must go beyond simple compliance to integrate the standard into their
management systems and practices.

CSR and Profitability

Many studies have addressed the impact of CSR activities on companies’
performance with the focus, for example, on companies’ market value or on
corporate financial performance. Despite the number of studies on this rela-
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tionship, there still is limited understanding of whether and how CSR ac-
tions have a positive impact on firms’ performance (Luo/Bhattacharya 2006).
This is mainly due to the conflicting results of empirical studies. For example,
Margolis and Walsh (2003) with their descriptive overview of empirical
studies, as well as Orlitzky, Schmidt and Rynes (2003) and Wu (2006), show
in their meta-analyses that the returns to CSR activities are positive in some
studies but non-significant or negative in others. Wu (2006) argues that these
differing results are mainly due to the lack of consistency regarding the
conceptualisation of the CSR construct and due to the variability in measures
that were used to capture financial performance in the different studies.

For example, Figure 11.5 illustrates a comparison of the development of the
Morgan Stanley Capital International Index (MSCI World), which includes
1,500 stocks in 23 developed countries worldwide with no expressed com-
mitment to sustainability, and the Dow Jones Sustainability Index (DJ]SI
World). This index refers to more than 300 global companies that are com-
mitted to sustainable development. This comparison shows a (modest) ad-
vantage in total return for the second group. “Companies that balance the
interests of multiple stakeholders do as well or better than their peers when
it comes to financial performance” (Gossen 2007, p. 17; see also
Scholz/Zentes 2006, pp. 288-300).

Figure 11.5
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Environmental responsibility is a measure increasingly used in public rank-
ings of companies. For example, Table 11.1 shows the ranking of the German
DAX-30 companies with regard to sustainability. These rankings underline
the growing public interest in the environmental and social activities of
companies.
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Sustainability Ranking of German DAX-30 Companies

Table 11.1

';gg; DAX-30 Companies Points ';ggg DAX-30 Companies Points
1 BMW 74.3 16 Daimler 58.7
2 Henkel 73.3 17 Infenion 58.8
3 Deutsche Telekom 71.4 18 Commerzbank 58.0
4 Minchener Riick 67.7 19 Siemens 57.6
5 Metro 67.6 20 Eon 57.3
6 BASF 66.9 21 Bayer 56.7
7 Lufthansa 66.6 22 K+8 56.3
8 RWE 66.4 23 Fresenius Medical Care 56.1
9 Adidas 64.9 24 Linde 54.6
10 Deutsche Bank 64.6 25 Beiersdorf 53.6
11 Merck 63.4 26 Deutsche Borse 53.6
12 Deutsche Post 62.0 27 Thyssen-Krupp 52.0
13 Volkswagen 61.8 28 Fresenius 48.4
14 Allianz 61.1 29 MAN 47.4
15 SAP 59.9 30 i 44.0

Source: Sustainalytics.com.

CSR and Corporate Governance

Corporate social responsibility is an important aspect in the field of business
ethics. Besides the responsibility towards the environment and the obser-
vance of human rights, other ethical issues refer to the appropriate moral
behaviour with regard to bribery (corruption), especially in the international
arena of competition (see e.g. Deresky 2008, pp.41-47), and to good and
responsible governance.

Corporate governance rules clarify the rights of shareholders with regard to the
general meeting (of stockholders), the supervisory board, and the manage-
ment board, they establish guidelines for transparency and the treatment of
conflicts of interest in order to promote the trust of investors, customers, em-
ployees and the general public in the company’s management and supervi-
sion. For example, the “German Corporate Governance Codex” comprises
the following rules concerning these conflicts with regard to the supervisory
board:
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B Each member of the Supervisory Board shall inform the Supervisory
Board of any conflicts of interest which may result from a consultant or
directorship function with clients, suppliers, lenders or other business
partners (Article 5.5.2).

B Advisory and other service agreements and contracts for work between a
member of the Supervisory Board and the company require the Supervi-
sory Board’s approval (Article 5.5.4).

Conclusion and Outlook

Under a variety of headings, such as corporate social responsibility, corpo-
rate citizenship, stakeholder engagement or corporate governance, lively
debates emerge worldwide, referring to the roles, functions and balance of
and between institutions in contemporary society (Habisch/Jonker 2005,
p- 1). In this context, the acceptable social behaviour of companies will be
redefined in order to achieve a new societal balance.

This is of great importance for MNCs, which operate not only in their devel-
oped home country, but also in a multitude of host countries, frequently in
less developed (transition) countries with low wages and low standards with
regard to environment and labour conditions.

Ethical behaviour of MNCs, in the sense of corporate social responsibility,
raises the problem of potential competitive disadvantages due to the oppor-
tunistic behaviour of competitors. Non-compliance of social and environmental
standards can lead to advantages with regard to costs and therefore better
competitive positions in the global arena.

This opportunistic behaviour is probably a short-term approach, because
corporate social responsibility is an investment in the competitiveness of
companies, true to the motto “What is good for society, is also good for busi-
ness” (Jack Welch, the former CEO of General Electric).

Further Reading
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Case Study: Goodyear?!

Profile, History, and Status Quo

The Goodyear Tire & Rubber Company was founded in 1898 by Frank A.
Seiberling in East Akron, Ohio. With just 13 employees, Goodyear began
production on 21 November 1898, with a product range of bicycle and car-
riage tyres, horseshoe pads and poker chips.

Today, Goodyear reaches sales of nearly 16 billion USD, being the market-
leading tyre company in North and Latin America, as well as the second
largest in Europe. The US market, accounting for about 43 % of sales, is still
responsible for the largest part of Goodyear’s revenues (see Figure 11.6). The
European Union is Goodyear’s second largest market. Goodyear Dunlop Tire
Germany is the clear market leader in the German tyre industry, and accounts
for about 33 % of Goodyear’s sales in the Burope/Middle East/Africa segment.

Goodyear employs 69,000 people and has more than 50 production facilities
in 23 countries all over the world (see Table 11.2). It develops, manufactures,
markets and distributes tyres for automotive and off-road applications. In
2009, 167 million tyres were produced for motor cars, trucks, tractors, air-
craft and other vehicles. About 23 % of these (39 million tyres per year) are
original equipment units, while the largest part (128 million tyres per year) is
meant for the replacement market. Through four strategic business units,
Goodyear products are sold in more than 185 countries worldwide (Goodyear
2010a).
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Sales by Region 2009

Figure 11.6

Total Revenuas Worldwide - .- Total Revenuas Europa/Middie East/Africa
16.3 billion USD GOODyYEAR 5.8 billion USD

Rest of Segment
87 %

Asia Padific 10 % Latin America 11 %

Source: Goodyear 2010a.

1 Information used for this case study includes various annual reports, press re-
leases, the web site http://www.goodyear.com as well as explicitly cited sources.
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Table11.2 | Goodyear’s Worldwide Facilities 2009
Country Locations
Akron, Asheboro, Bayport, Beaumont, Carson, Danville, F Houston, Huntsvill
United States Kingman, Lawton, Niagara Falls, Pompano Beach, San Angelo, Social Circle, Statesville. Stockbndge.
Topeka, Union City, West Amherst
Canada icine Hat,
France Amiens, Mireval,
Germany F Fulda, Hanau, Phili Riesa, Wittlich
Luxembourg Colmar-Berg
Tilburg
Poland Debica
Slovenia Kranj
United Kingd irmi
Brazil Americana, Santa Barbara, Sao Paulo
Chile Santiago
Colombia Cali
Peru Lima
Venezuela Valencia
South Africa Ulitenhage
Turkey Adapazari, lzmit
China Dalian,
India Aurangabad, Ballabgarh
Indonesia Bogor
Japan Tatsuno
Malaysia Kuala Lumpur
Taiwan Taipei
Thailand Bangkok
Source: Goodyear 2010a.
Global Alliance | In 1999, Goodyear formed a global alliance worth 1 billion USD with Sumi-
with Sumitomo | moto Rubber Industries Ltd., which holds the rights to the Dunlop tyre brand
Rubber Industries | in most of the world. Six joint ventures were formed in Europe, Japan and

North America. Besides Goodyear and Dunlop, the company also produces
and manages several other brands such as Fulda, Sava and Debica.

“Protect Our Good Name” as Basic Principle

The Goodyear Tire & Rubber Company is listed on the New York Stock Ex-
change and for that reason has to comply with a number of rules concerning
principles of corporate governance. Goodyear has realised, though, that, for a
global company, fulfilling the legal requirements concerning corporate re-
sponsibility does not suffice by far. Therefore, the company has developed
its own environmental, health and safety (EHS) standards which in many
respects exceed by far the requirements of the national legislation as well as
those of the New York Stock Exchange.
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Since 1915, Goodyear’s activities have followed the credo “Protect Our Good
Name”. The good reputation of the company is to be defended towards all
stakeholders, that is to say, customers, associates and shareholders, as well
as suppliers and the communities where the company is operating. Goodyear
is constantly striving to be a good corporate citizen in all the local markets in
which it operates. Therefore the company always strictly complies either
with the highest legal standards concerning corporate responsibility or —
where legal requirements are insufficient — with the company’s code of con-
duct.

Goodyear’s ethical business conduct is based on a number of core values that
are the foundation of the company’s activities all over the world. The first set
of values is directed towards all stakeholders, and comprises the company’s
dedication to responsible and ethical conduct on a global basis. The other
three sets of core values refer to the particular importance of Goodyear’s cus-
tomers, employees and associates as well as shareholders. Based on these
core values, global EHS principles have been formulated (see Table 11.3).
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“Protect Our
Good Name”

Goodyear’s Global EHS Principles

Table 11.3

Goodyear Environmental, Health and Safety Policy

Good is itted to p g the envi as well as the heaith and safety of our associates, our
customers and fhe communmes in whlch we operate. As a global, ially citizen, we shall
b in with the h:ghest apphcable Iegal and ethlcal standards and strive to contribute
to ic develoy and envir p while seeking to impi the quality of life for our

famili ities and sociefy in g l. We want our iates to have a work environment
where they feel safe and secure.

To accomplish this we shall

... comply with all applicable environmental, health and safety laws and regulations as well as Goodyear's global
EHS standards,

.. establish environmental, health and safety mar ysti based on ized standards, and set
oompany -wide goals and objectives that seek to obtain contlnuous improvement,

.. integrate environmental, health and safety consi ions into all i i t efforts and key
busmess decisions, including the design, production, distribution and support of our products and services,

... work with iers and custol to promote responsible use of our products,

... reduce environmental impact and conserve natural resources by minimizing waste and emissions, reusing and
recycling materials and responsibly managing energy use,

... encourage and educate all associates to take personal accountability for protecting the environment and
maintaining a safe and healthy workplace.

Source: Goodyear 2010b.

On the basis of the core values and the EHS principles, specific guidelines
for ethical behaviour have been deduced. These guidelines are summarised
in the “Goodyear Business Conduct Manual”, which serves as a reference point
for all employees. A copy of the Business Conduct Manual is given to all
associates and everyone must agree to act in accordance with it. The first
chapter in the Business Conduct Manual is dedicated to the commitment to
protecting the workforce, the workplace and the environment. These are the
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three main issues that are also dealt with in the EHS standards and that
Goodyear considers its prime responsibility.

Corporate Responsibility in a MNC

The fact that Goodyear is a truly global company, producing in as many as 23
countries and exporting to as well as sourcing from many more, poses
unique challenges to the company’s corporate responsibility activities that
would not be encountered in a national context. On the one hand, legal re-
quirements concerning business activities that affect the environment or the
society vary considerably. Especially in developing and transition countries,
laws concerning the behaviour of MNCs towards their employees, as well as
towards the communities in which they are located, are frequently missing
or make only very basic requirements. Even where such legal requirements
are in place, they might not be pursued and enforced with the necessary
vigour. On the other hand, a society’s views and expectations towards the
responsible conduct of MNCs has been found to be strongly influenced by
cultural aspects (Jamali/Mirshak 2006, p. 245).

Goodyear strives to be the leader in EHS matters and a good corporate citizen
in all the communities it calls home. The company has therefore developed
its own corporate environmental, health and safety standards that meet
international guidelines. These standards are applicable for all facilities
worldwide. The company always enforces either legal or corporate require-
ments, depending on which are more stringent. In many countries, these
corporate standards are stricter than the legislation adopted by governments
(Rondinelly/Berry 1998, p. 78).

Underneath the common roof of the global EHS standards, Goodyear has the
policy of being a good corporate citizen in all communities where the com-
pany has facilities through local activities which demonstrate corporate
responsibility. Efforts concerning corporate responsibility are carried out on
a regional as well as on a national and a local level. Every employee is en-
couraged to engage in local community initiatives and every branch sup-
ports national social and environmental programmes.

External Corporate Responsibility

Goodyear’s corporate responsibility activities are directed towards internal as
well as external stakeholders. As rubber manufacturing and processing re-
quires the use of various environmentally hazardous materials, protecting
the environment is one of Goodyear’s key concerns in terms of corporate
responsibility. Natural and synthetic rubber mixes are used in manufactur-
ing rubber products, and the processing can result in volatile organic com-
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pound emissions. Organic solvents that need to be used in tyre production
also cause a considerable threat to the environment, so that Goodyear con-
tinuously seeks to reduce the usage of these perilous substances in the
manufacturing process.

Solvent usage and waste to landfill are tracked globally as key indicators for
minimising the company’s environmental impact. Pursuing the goal of
eliminating disposal in landfill completely, Goodyear is using the
3-R Principle (reduction, reuse, recycling). All potential waste is assessed
first in terms of reduction, then reuse, and finally recycling. Only if none of
these options is available is material sent to landfill. By the end of the year
2007, 55 of 58 Goodyear plants had already achieved the goal of zero waste-
to-landfill. In 2008, Goodyear achieved zero waste to landfill and has main-
tained this goal since (Goodyear 2010b, p. 31). Using a number of different
principles, for example Six Sigma, Goodyear also managed to reduce the
usage of water and solvent in the production process (see Figure 11.7).
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3-R Principle

Continuous Reduction in Manufacturing Water per Ton and Organic Solvent Use

Figure 11.7
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Source: Goodyear 2010b, pp. 31-33.

Goodyear operates a number of further programmes in order to protect the
environment. Aside from diverse energy conservation initiatives that are in
place in all Goodyear locations, various product stewardship programmes are
maintained to address the potential health and environmental concerns of
customers, associates and communities related to all operations and prod-
ucts. These programmes include showing preference for suppliers that meet
strict guidelines for effectiveness and purity. Goodyear is always searching for
and testing potential substitute materials that have less impact on health and
the environment without compromising product quality (2010b, pp. 28-29).
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By this means, the company shows responsibility not only for its own opera-
tions, but also for the actions of partners in the global supply chain.

In order to assess the plants’ environmental efforts independently, since the
late 1990s Goodyear has been continuously undergoing various auditing
processes. On top of the quality management principles of ISO 9000, the
manufacturing facilities apply ISO 14001 as their formal environmental
management system. As a supplement to the ISO 14001 environmental man-
agement systems audit process, Goodyear has voluntarily chosen to analyse
comprehensively all processes that assure the continual manufacturing of
high-quality products at high standards of environmental and workplace
safety. In 2000, the company developed its own product and process quality
audit (PPQA) system to address aspects such as engineering, training and
communication, rubber mixing, component preparation, building and cur-
ing, final finish, product testing and analysis of the technical organisation
that serves customers (Goodyear 2007, p. 25).

Concerning the social aspect of corporate responsibility, Goodyear is striving
to be a good and active corporate citizen in all the communities where the
company has facilities. As a multinational enterprise, the company’s head-
quarters only give general guidelines about which kind of initiatives are
supposed to be supported. Goodyear typically fosters programmes that im-
prove cities, social programmes, and educational opportunities in communi-
ties where Goodyear associates live and work. The initiatives in question,
however, usually take place at a very local level and therefore every regional,
national and local office is responsible for actively putting the company’s
social responsibilities into practice.

Internal Corporate Responsibility

While Goodyear carries out and supports a large number of activities to live
up to its responsibility to customers and communities, the company also has
a strong focus on showing responsible behaviour to its internal stakeholders,
i.e., its employees or associates.

First of all, the company has a very strict policy on global human rights that
spans associates in all its global operations. The basic principles of this pol-
icy strictly reject all forms of involuntary employment and child labour.
Goodyear also grants all its employees freedom of association as well as the
right to refrain from joining organisations. These rights, which might sound
self-evident for an American company, are highly important to protect em-
ployees in less developed countries. Goodyear also has a zero-tolerance policy
towards any form of harassment or discrimination. A global company like
Goodyear that is working in a diverse marketplace has to embrace the advan-
tages that can be gained from a diverse workforce. Therefore, it is Goodyear’s
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policy to support actively an inclusive workforce throughout all its facilities
worldwide. In pursuit of common objectives, personal bonds are to be cre-
ated beyond racial, ethnic or cultural differences, so that it is possible to
conduct business successfully in multi-cultural marketplaces.

Of utmost importance in a company where most employees work in manu-
facturing is the safety of the workplace and the protection of the health of
the workforce. In late 2004, Goodyear therefore launched an initiative to
change and improve its safety culture worldwide. The goal is to drastically
reduce injuries and health threats in the workplace, so that by the end of
2007 the self-evident goal of the programme, “No One Gets Hurt”, will be
achieved. While for the most part there is strict government regulation on
working conditions and workplace safety in the USA and other developed
countries, such legislation is not as detailed, or even existent at all, in devel-
oping and transition countries. “Local leadership is held accountable to
include safety goals as part of annual operating plans, and make on-the-spot
corrections of unsafe conditions and acts” (Goodyear 2006, p. 2). Site visits
by Goodyear’s executive leadership team focused attention and resources on
how to reduce incidents occurring at locations around the world. Since
launching the “No One Gets Hurt” safety initiative, Goodyear has driven a
steady improvement in reducing global incidents each year, and the trend
continued in 2009. Goodyear achieved a 22 percent decrease in the number of
incidents of illness and injury compared to 2008 (Goodyear 2010b, p. 25).

Organisational Integration and Communication of CSR

In an organisation that is as complex as Goodyear, adoption and enforcement
of ethical business practices all through the company poses a challenge to
management. This is why in 2005 Goodyear established a Department for
Compliance and Ethics, responsible for compliance, ethics and privacy is-
sues on a global basis. To maintain accountability, the Committee on Corpo-
rate Responsibility and Compliance of the Board of Directors is updated on a
regular basis on ethics and compliance activities. Committee members are
expected to take an active role in reviewing the activities and processes de-
signed to uphold commitment to ethical behaviour.

Since all employees are requested actively to pursue responsible corporate
behaviour, a central ethics hotline, called “The Network”, has been estab-
lished. The Network is an independent telephone answering and intake
service that has been engaged for this purpose. Associates from anywhere in
the world can call this hotline 24 hours a day, seven days a week. They can
report anonymously any actual, suspected or potential misconduct or raise
any question they might consider relevant for the company’s ethical business
conduct. Every allegation is investigated to make sure that every employee
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has the chance to take part in the active pursuit of Goodyear’s corporate re-
sponsibility.

Any company has to make sure that its activities and efforts in terms of
corporate responsibility are communicated openly to internal and external
stakeholders. This serves the purpose of fostering employees’ identification
with their employer and aligning their efforts concerning ethical behaviour,
on the one hand. On the other hand, the trust of external stakeholders in the
company is increased and the company’s image benefits. While Goodyear’s
Business Conduct Manual serves to communicate the ethical standards to
employees, the company also summarises its global CSR activities in a yearly
Corporate Responsibility Report. This report conveys achievements as well
as future objectives to the global workforce as well as to the public.

Questions

1. In September 1970, the New York Times Magazine published an article by
the economist Milton Friedman titled, “The Social Responsibility of Busi-
ness is to Increase its Profits”. Discuss Friedman’s statement critically.
What does social responsibility mean in the context of business? Does
CSR really contradict profit-maximisation? How can corporate responsi-
bility support Goodyear’s business objectives?

2. Goodyear is headquartered in the USA with Europe as its second largest
regional market. How does the understanding of CSR differ between
North America and Europe? What impact can these different perceptions
of the concept have on Goodyear’s corporate responsibility activities?

3. Goodyear is operating in a large number of countries all over the globe.
What particular challenges do MNCs face concerning their CSR activi-
ties? How does Goodyear accommodate the different stakeholders whom
MNCs have to take into account? Consider the fact that Goodyear is oper-
ating in industrialised as well as in transition and developing countries.

Hints
1. See Friedman 1970. Consider the evolution of CSR activities over time.

2. See Matten and Moon 2008 for the concepts of “implicit” and “explicit”
CSR.

3. See, e.g., Blowfield 2005 for the role of CSR in developing countries.

238



	Chapter 11 Corporate Social Responsibility of MNCs
	Loss of Confidence, Challenge of Responsibility and Sustainability
	Corporate Social Responsibility and the Stakeholder View
	Tripie Bottorn Une Concept
	Pyramid of Corporate Sodal Responsibility
	Stakeholder Map of a MNC

	CSR Management Model
	International Codes of Conduct
	Business Sodal Compltance Initiative
	Sodal Accountability 8000 (SA8000)

	CSR and Profitability
	CSR and Corporate Governance
	Conclusion and Outlook
	Further Reading
	Case Study: Goodyear1
	Profile, History, and Status Quo
	"Protect Dur Good Name" as Basic Principle
	Corporate Responsibility in a MNC
	Externat Corporate Responsibility
	Internal Corporate Responsibility

	Organisational Integration and Communication of CSR
	Questions
	Hints




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Perceptual
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 149
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 149
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 599
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /DEU <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [595.276 841.890]
>> setpagedevice




