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The business of business should not be
about money, it should be about responsibility.
It should be about public good,

not private greed.
—Dame Anita Roddick






Preface

We live in a troubled world besieged with numerous social and environmental
problems. Some of these problems are local in that they affect people in a particular
location or community while others are global in scale. Does the belief in an
automatic link between economic development and the general interests of a
globalising world not now fall within naivety or blindness?

The internationalisation of business has added further to these problems.
Today’s heightened interest in the proper role of businesses in society has been
promoted by increased sensitivity to environmental and ethical issues. Issues like
environmental damage, improper treatment of workers, and faulty production
leading to customer’s inconvenience or danger are highlighted in the media.

We often refer to the economic or commercial sector in society as the sector
that “provides goods and services.” Yet business behaviour in recent years has
caused us to question whether the goods are truly good (hazardous consumer
products, violent and sexually explicit video games, unhealthy foods, and fuel-
inefficient automobiles) and whether we are really being well served (scandals in
accounting, deceptive credit card practices, Ponzi schemes in investments, and
greed in mortgage finance).

Since the fall of the Berlin Wall, through the globalisation of the 1990s, the
scandals of Enron, Arthur Andersen, and WorldCom, and most recently in the
financial markets, driven by the mortgage crisis, the challenges of capitalism have
been substantial. They have even called into question the credentials of the free
market economic system—especially in relation to the need for authentic human
development (material and spiritual). These have been the decades wherein, with an
almost monotonous regularity, instances of high-profile misdemeanour have
littered the corporate stage. These, it will be recollected, include Lockheed’s
bribery of key officials in certain nation states to ensure the successful debut of
its civil aircraft, Nestle’s mis-selling of its baby food formula in third world
markets, Exxon’s environmental catastrophe in Alaska’s Prince Albert Sound,
Shell Oil’s conduct in Nigeria, and, still under investigation, Apple Computers’
granting of executive share options below market value in direct contravention of
prevailing US legislation.

vii



viii Preface

These examples illustrate a corporate organisation’s potential to exhibit certain
characteristics of an unjust structure. In such an environment, employees, suppliers,
and others in associated constituent groups may disapprove but become complicit if
only to survive and even blind to the behavioural contradiction between “is” and
“ought.” Such factors demonstrate why many in society consider that business has
an inherent tendency to be predatory and that, for this reason, business management
motivations are unworthy of trust.

So far so depressing, but is this a fair representation of the corporate world?

As in other fields of endeavour, business enterprise must operate in an era of
unprecedented paradigmatic change. The explosive combination of modern educa-
tion, the convergence of information technologies, and the oft-rehearsed
remembrances of two world wars have served to accelerate the onset of a post-
modern liberalism wherein the mid-twentieth-century prophetic conceptions of a
global village have long since been surpassed. Metaphysical and theological beliefs
have been marginalised. Rival versions of moral criteria now define contemporary
life. Diverse, even apocalyptic, ideologies up to an including certain forms of
terrorism compete for allegiance or, at least, for understanding. Most specifically
affecting business, money has become nomadic and, given current data, appears to
be in process of exodus from the West to the East. Either way, takeovers, mergers,
cross-licensing agreements, and other forms of alliance on a global scale are now
the norm.

A radical change in corporate culture is needed to help transform our economic
system and to make it socially legitimate. Yet a question arises with ever greater
acuity: How can the corporations develop into responsible moral agents and what is
the social responsibility of business? This question is crucial for Christian ethics
today. And the Christian in business is confronted with the question: How can I do
business and act ethically in a system that is not? The essays collected in Christian
Ethics and Corporate Culture are an attempt to offer some answers to this question
and to encourage the debate on modern business ethics from a distinctly Christian
perspective.

In this volume, a select group of management theorists, theologians, legal
scholars, economists, and ethicists jointly strive to give back to the market economy
its ethical and political dimensions. To deal with this topic, the contributors first
develop the argument that in business ethics, the norms of personal and (especially)
corporate responsibility are the natural correlates to “the criteria that govern moral
action.” Using this as a point of departure, they propose to break new ground in the
study of corporate social policy—especially the confining effects of neoliberal
one-dimensional thinking—and offer in opposition a recovery of social, emotional,
and even spiritual capital and a reliable form of social learning that helps to define
and respect the emergent forms of global cooperation and the characteristics
required to build an enduring trust in economic relationships, with the suggestion
that the business leaders and the executives can accelerate this transformation by
founding the purpose of the company, not on profit alone, but on its creativity and
its ability to ensure sustainable economic and technical progress.



Preface ix

Expanding on this much-appreciated approach, the contributors assess the qual-
ity of contemporary corporate social policy by applying the Christian principles of
the unity of knowledge and pursuit of truth to the traditional principles of justice,
the common good, and subsidiarity, all in direct contrast to the utilitarian, secular-
ist, materialist, and relativist approaches that dominate business management today.

In doing so, the contributors convey encouragement to meet the needs of the
world with goods that are truly good and truly beneficial while taking responsibility
for the social and environmental costs of production, of the supply chain and
distribution chain. The arguments advocate the principle of organising work within
enterprises in a manner that is respectful of human dignity of employees, structur-
ing workplaces with subsidiarity that designs, equips, and trusts employees to do
their best work, and, finally, using resources wisely to create both profit and well-
being, to produce sustainable wealth and to distribute it justly (a just wage for
employees, just prices for customers and suppliers, just taxes for the community,
and just returns for owners).

The volume proposes an integral vision and understanding in the reduction of
social principles into practice that is clearly structured in three parts: First, one
explores and critiques CSR goals; secondly, one forms a judgment on it in the light
of these same principles; thirdly, one decides what in the circumstances can and
should be done to implement these principles. These are the three stages that are
usually expressed in the three terms: understand, evaluate, and act. The purpose is
to provide ethical norms that can be used in the modern corporation in its effort to
become a responsible moral agent and to assign a purpose to the company that
notably consists of considering and answering the following questions:

* AmIcreating wealth or am I engaging in rent-seeking behaviour? (That’s jargon
for trying to get rich by manipulating the political and economic environment,
for example, by lobbying for tax breaks, rather than by actually creating
something.)

* Do I regularly assess the degree to which my company provides products or
services which address genuine human needs and which foster responsible
consumption?

e Is my company making every reasonable effort to take responsibility for
externalities and unintended consequences of its activities (such as environmen-
tal damage or other negative effects on suppliers, local communities, and even
competitors)?

e Am I making sure that the company provides safe working conditions, living
wages, training, and the opportunity for employees to organise themselves?

¢ Am I seeking ways to deliver fair returns to providers of capital, fair wages to
employees, fair prices to customers and suppliers, and fair taxes to local
communities?

¢ Does my company honour its fiduciary obligations ... with regular and truthful
financial reporting?

* When economic conditions demand lay-offs, is my company giving adequate
notifications, employee transition assistance, and severance pay?
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Thus, from keeping an ethical balance while seeking profits to social ethics of
corporate management, these essays offer to all persons of goodwill—in these
difficult times for the world economy, during which many businessmen and
businesswomen suffered the consequences of crises that deeply reduced the income
of their enterprises, risked their survival, and threatened many jobs—an insightful
extended meditation on the kind of political economy that is urgently needed for the
world of globalisation that lies before us.

Whilst fundamentally a practical guide, this book is also an essential reading for
academics wanting to stay abreast of the latest developments in the study of
business ethics, organisational and work psychology and sociology, governance,
accountability, and the like. It proposes an integral vision and understanding and
provides business leaders (and future ones attending business schools) with both
principles and tools for discovering the good and deliberately pursuing it, so to live
a harmonious or integrated life of enterprising service.

Onitsha-ana, Nigeria Bartholomew Okonkwo
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Part I
Shaping the Conscience of a Corporation



Chapter 1

The Business in Society: Can Companies Save
the World?

Heribert Schmitz

Abstract Few tasks are more urgent than rethinking the purpose of business, after
one of the greatest economic convulsions in our history. Today’s heightened
interest in the proper role of businesses in society has been promoted by increased
sensitivity to environmental and ethical issues. Issues like environmental damage,
improper treatment of workers, and faulty production, leading to customers’ incon-
venience or danger, are highlighted in the media. The simple fact that we are human
beings endows us with the responsibility to address and to try to alleviate some of
these problems, yet, to answer the question in the title: Yes I am convinced that
companies can save the world, but not in capitalism as it is lived today. The “Arab
Spring” we saw in the Middle East in early 2011 is one of the more powerful
indications of the ability of people to self-organize entrepreneurially to obtain what
they want.

1.1 Situational Analysis

The supporters of a completely free market economy argue that the markets are
developing best in countries with high inequality and in democratic countries
without too many regulations, except the ones defined by the WTO which support
the free economy as long as the interests of capital are guaranteed.

In the past it was commonly accepted and understood that each economy needs a
framework of rules in which it can develop and prosper. This was and is the case in
national economies and also to a high degree in the European Union. At a world-
wide level, we don’t have this framework.

Any globally defined social, ecological, and cultural rules and regulations, as
defined, e.g., by the Global Compact and by the Global Marshall Plan initiative, are
resisted and are seen as negative to the growth of worldwide trade. Officially more
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4 H. Schmitz

than 1,000 companies have signed the Global Compact, but do they really apply the
principles and live them constantly? Because the defined rules are voluntary, most
companies say they would like to live by them but that the competitive environment
doesn’t allow it.

Capitalism today is focusing on shareholder value only, without taking real
responsibility for the interests of the other stakeholders (like customers, employees,
society, and environment). It doesn’t want to be limited by rules and regulations
which limit its activities and which limit its potential margins. If it is at all interested
in taking responsibility beyond the shareholders interest, it wants to do this volun-
tarily. But because some competitors don’t do it in the end, nobody does it.

If the current trend continues, this will finally lead to a “race to the bottom,”
which will lead to unsolvable problems in the industrialized nations. It will also
prevent the developing countries, especially the people in those countries, from
benefiting from the wealth creation.

Looking back to the early days of capitalism, we had a situation, which in some
parts of the world we are now moving to, like working 7 days a week, child labor,
etc., Workers didn’t have any rights. The owners and capital were only concerned
about their own interest. And only over time, when the workers could organize
themselves in unions, did the situation improve substantially. But this didn’t happen
without major conflicts.

After this initial period of industrialization, the situation improved considerably,
and it was common understanding that overall wealth could be created only if all
levels of the society could benefit from the wealth creation. The working class
should benefit from the economic development. People should be able to buy the
products they produce. As Henry Ford put it: “Each worker should earn enough to
buy a Ford automobile.” Society can only prosper if there is a broad and strong
middle class. When this was the case, the gap between rich and poor decreased, e.g.,
from 1947 to 1968 the gap decreased by 7.5 %. It was easier to move from poor to
middle to rich. But today we have an opposite trend, less and less people can afford
to buy the products they produce, and the gap between poor/middle class and rich is
widening. In the USA there are signs that the middle class is disappearing, and it is
very likely that Europe will follow if we don’t reverse these trends.

In the last 100 years, the development of a society was depending mainly on
labor resources in the home markets; the wealth creation was shared between the
owners and the people, which lead to a situation where the standard of living grew
fast. An excellent example of this is Ireland. But now in a situation where, because
of new technologies (information and telecommunication technology, the Internet,
and the transportation industry), companies are not anymore dependent on labor in
the home countries, labor can be used from everywhere.

Worldwide we see overall a strong growth in rate of unemployment in developed
countries, because jobs are moving to locations where the costs are the lowest. We
discuss today in the industrialized nations mainly the loss of production jobs, which
is indeed a problem, but the much bigger problem is not seen yet. The threat to the
service jobs is much higher. All back-office functions, which represent between
20 and 60 % of all labor in companies and governmental institutions, can be
delivered from highly educated workforces in low-cost countries.
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There is another major difference compared to the past. The number of people in
the developing countries like India, China, Indonesia, and Brazil is nearly unlimited
which means that for the foreseeable future, there will be cheap labor available
(ratio 1:10), which means that the income of the majority of the people in those
countries will only improve marginally if at all.

The benefits will only go to a minority at the top but the majority will suffer. This
is true for the industrialized societies but also for the developed countries (like
Korea and Taiwan) and in the future also for the developing countries (like China,
India, and Eastern European countries). It is very unlikely that people enjoy
working in this type of environment, especially when they realize that their interests
are not considered and they are seen as a resource which can be replaced and/or
removed just like a machine. This will become dramatic as the labor market
becomes more and more global.

In the last few years, there are however more and more voices that see a big
threat to capitalism if this view is not changed to a view which considers the
interests of all impacted parties. It is interesting to note that the highest growth
rates are today in economies (esp. China) that are not democratic and where no or
limited social and ecological regulations exist.

1.2 What Needs to Be Done?

We need to reposition capitalism so that it feels a responsibility not just towards the
shareholders but to all parties which have a vested interest in the company. This
means to the customers, the workforce, and the shareholders and to the society. We
need a capitalism which is not just based on economic values but which is grounded
on a social and ecological market economy.

Europe, Canada, and developed Asian states (like Japan, Korea, Taiwan) are
already trying to find a more balanced approach. Unfortunately the dominant
player, the USA, and the new power countries (China and India) are pushing hard
to maintain the status quo, meaning a free economy without social, ecological, and
cultural boundaries as long as it fits the interest of capital. What is also interesting is
to see an increasing trend in the USA to protect certain markets.

We need a worldwide accepted framework with rules and regulations which
ensure that the world can develop peacefully, that the ecological challenges can be
mastered, and that the well-being of people in all countries can improve over time,
benefiting from economic development.

I see here a major role for all globally operating companies. Why? Some of the
big global corporations have more influence than the national states. Furthermore, it
is very unlikely that states will agree on such rules and force them through. We have
good rules, defined at the level of the United Nations (e.g., Global Compact and
ILO), but they are only voluntary and cannot be enforced.
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Globally operating companies could have a big influence:

. By supporting and helping to define a worldwide framework in which all nations

and economies can operate in

. Aslong as we don’t have this framework (and I know that this probably will take

many years to achieve) by filling this gap by applying self-imposed rules in the
area of social, ecological, and ethical standards

I am aware that we are far from this situation and that it may sound unrealistic.

However I am convinced that such a development would in the long run be
beneficial to all, including the shareholders. If we don’t find solutions, we will
end up with a race to the bottom, and at the end this would lead to dramatic
developments:

High unemployment in the industrialized world

A destruction of major existing markets like Europe, the USA, Japan, and other
developed states

Inequality in developing countries would increase

Major social conflicts

Ecological disasters

Potential for military conflicts

Increasing protectionism

This cannot be in the interest of anybody. Reading these arguments, you may

have got the impression that I am against globalization. I am a strong supporter of
globalization as it has brought a higher standard of living to many people and more
stability in the world. But conditions are changing. We need a world economy
which is interested in the common good of the world.

1.3 We Need a Social and Ecological Market Economy

We need a more social and moral capitalism based on commonly accepted rules
which apply:

Ethical and moral standards (religions should play a major role here)
Human rights of the United Nations (Global Compact)

Minimum social standards (ILO)

Sufficient water supply

Fair distribution of energy

Protection of the environment

Fair trade conditions (e.g., agriculture, intellectual property)
Continuous improvement/minimizing disruptive processes

This will only be possible if business people and politicians develop a picture of

the world where the interest of our people and the interests of the globe (in an
ecological sense) are considered. This can be done only if the responsible people
and the people in power have a minimum set of ethical standards.
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Now let me make a few comments, where I look mainly at these problems with
the eyes and from the perspective of a European. Do I support the status quo? Not at
all. We, the industrialized states, need to open our markets, and we need to have fair
trade conditions amongst the nations. We need to fight corruption at all levels, not
just in the developing world, as we have enough also in the industrialized nations.
The people in the industrialized nations need to understand that we are competing
with the developing nations. This requires workforces which are highly competi-
tive. As the industrial nations cannot compete on cost, we need to become much
more flexible, more innovative, better, and faster. We need to understand how to
differentiate ourselves.

The current leadership styles and management practices don’t reflect these
attitudes and behaviors at all. Worldwide studies from Gallup show that the level
of motivation and engagement within companies is extremely low and that this
leads to dramatic damages to the companies and societies. We need to establish a
culture in our companies and societies which is built on the belief that the majority
of our people represent a positive image of the human being.

We need:

e To apply business principles which are based on high ethical standards. The
Caux Round Table principles are widespread and could be an excellent platform
for this.

With regard to a high-performing, motivated, and creative team, we need:

e A culture of trust and respect

¢ To provide the freedom where people can be creative and innovative

» To make them understand that they are really our most important assets and that
we care for them and that we are interested in their development

¢ To create an environment where people WANT to contribute, to win, to be
creative, and to be flexible and are open for change

* To create a WANT culture

If we can create this environment, we have a chance to succeed and survive in
the global competitive markets.
What is required?

— Corporations, which understand that they have a responsibility for a better world
and who contribute to the definition of a global framework

— Corporations, which support a social, ecological market economy

— Managers and entrepreneurs with a new cooperative leadership style which
enables this constructive environment of a WANT culture

— Governments, which push for a social, ecological market economy

— Governments, which push for a global framework, where a fair global competi-
tion is possible (ensure that Global Compact and ILO regulations are applied)

— Governments, which invest in education and R&D

— Governments, which limit bureaucracy at a minimum level

— People, who understand that we live in a global world with global competition
and where each employee needs to be as much better and faster as others are
cheaper
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1.4 Summary

We need a new understanding of how to move to a better world. In this new world,
based on a social, ecological market economy, the GOOD Company plays a
decisive role. Managers need to take responsibility not only for the shareholder
interest but also for all stakeholders in the company and for the common good.

In this type of environment, where the interests of all stakeholders are in
balance, people will certainly enjoy to work!



Chapter 2
Setting Up the Dialogue Between CST and
CSR: The Challenge of Clashing Theories

Stefano Zamagni

Abstract Christian Social Doctrine (CSD) embodies a coherent world view cen-
tered on four basic principles: the centrality of human person, the common good,
solidarity, and subsidiarity. These principles have substantial content and as such
they should be able to influence CSR. However, the difficult problem is that of
translation: how CSD can be translated into a normative framework for a concrete
understanding of businesses and CSR? In spite of numerous efforts, there is no
consensus, nor any accepted way to provide an answer. Clearly, this is no wonder if
one considers that the relation between rationality and moral principles is an
unresolved problem in the history of ethics.

This chapter will critically examine the main philosophical approaches to CSR
present in the current debate with the intention of showing why they are unable to
cope with the many problems of opportunism in business and will conclude by
indicating that a way out of these problems is to embed CSR in another concept of
ethics, a concept where CSD plays an important role.

2.1 Introduction

Christian Social Doctrine (CSD) embodies a coherent worldview centered on four
basic principles: the centrality of human person, common good, solidarity, and
subsidiarity. These principles have substantial content and as such they should be
able to influence CSR. However, the difficult problem is that of translation: how
CSD can be translated into a normative framework for a concrete understanding of
businesses and CSR? In spite of numerous efforts, there is no consensus nor any
accepted way to provide an answer. Clearly, this is no wonder if one considers that
the relation between rationality and moral principles is an unresolved problem in
the history of ethics. (The problem is posed at the very beginning of the history of
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philosophizing about the justification of moral rules, in Plato’s Republic by appeal
to the story of the ring of Gyges.)

Yet, it is nowadays accepted (almost) by everybody that the separation thesis,
according to which there is a separation between business decisions and ethical
decisions, is a real fallacy which is responsible of many pragmatic contradictions
circulating in both academic and real-life circles. For example, a statement such as
“only value to shareholders counts,” being a value judgment, would have no
meaning outside of a specific ethical perspective. Again, the “responsibility
principle”—according to which most people accept responsibility for the effects
of their actions on others—is incompatible with the “separation thesis.” In fact, if
business is separated from ethics, there is no question of moral responsibility for
business decisions.

So, the basic question I try to discuss in these notes is the following: what kind of
ethics operates behind the concept of CSR practices? I say “behind” since quite
often the experts themselves in CSR do not seem aware of the specific ethical theory
holding up their positions. Consider the well-known European White Paper on
CSR. It is written under the veil of an ethical theory which is a mix of utilitarianism
and Kantism, i.e., a social welfare function under a Kantian constraint (about
human dignity). However, such a theory is never mentioned, which does not help
the reader to understand how to make the CSR blueprint operational.

In what follows, I will critically examine the main philosophical approaches to
CSR present in the current debate with the intention of showing why they are unable
to cope with the many problems of opportunism in business. I will conclude by
indicating that a way out of these problems is to embed CSR in another concept of
ethics, a concept where CSD plays an important role.

2.2 The Ethics of Intentions

Why should the firm ever act in a socially responsible way, if no canon of economic
rationality exists that justifies that behavior? Is it not perhaps sufficient a personal
ethics based on the principle of intentionality that reduces ethical questions to
interpersonal relations? According to the ethics of intentions—upon which many
critics of CSR base their arguments—an action is defined as good when it conforms
to two rules: the proximate rule (conscience) and the remote rule (the law). The
person who, harmonizing conscience and the law, behaves accordingly commits a
morally good act. It is the intentions, and not also the consequences, of action that
must come under the definition of ethical behavior. That is like saying, the ends
justify the consequences. This is where the famous expression that sums this up
nicely comes from: good business is good ethics. The firm that turns a lot of profit is
also highly responsible because, creating wealth, it allows well-intentioned people
to pursue their goals. There is no better illustration of this way of thinking than
Andrew Carnegie, the great American philanthropic capitalist, whose methods of
doing business were anything but civil.
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In his The Gospel of Wealth of 1889 one reads: “Wealth concentrated in the
hands of one man alone is the result of the labor of an entire community and must go
back to that community in one way or another. The rich person is the custodian of a
fortune and that must be at the disposal of the common good and his career must be
divided into two parts: acquisition and distribution.”

What is the principal limit of such an ethical theory? That it doesn’t give enough
weight to the induced and indirect effects of individual actions. If my activity,
though guided by good intentions, generates negative externalities that fall on other
subjects, the act which was subjectively just becomes objectively, that is,
ideopraxically unjust. Deciding to entrust my savings to a financial institution so
that it maximizes my rate of return is a just act according to the criteria of the
proximate and remote rule. But if that institution invests my savings in any one of
the many illicit ways, the act in question is objectively censurable. This means that
the anticipation of the effects of an action is an integral part of ethical behavior.

More in general, the fact that the firm operates today in a system in which it is the
globalized market that constrains, more than ever before, the economic agents is not
a sufficient reason for freeing them from their social obligations. Also because one
can’t want a market that is, at the same time, the place of maximum entrepreneurial
freedom and such a constraining place that it renders firms socially irresponsible.
Thinking in this way would bring us to a pragmatic contradiction.

2.3 The Enlightened Self-Interest Approach

An ethical theory that seeks to remediate some of the deficiencies just highlighted is
that of enlightened self-interest. Because of the tight interconnection between
external environment and the firm, if it wants to compete successfully in the long
term in the market, it cannot take into consideration the needs of the context in
which it operates and in particular those of its stakeholders. Just as that version of
utilitarianism known as social utilitarianism suggests, good ethics is good business.
This is like saying ethics pays in one way or another. Cochran [1] wrote to explain
the difficulties of development in the western United States in the second half of the
nineteenth century: “the low level of business ethics among many American
entrepreneurs was a grave impediment both to economic efficiency and raising
capital” (p. 96). The famous economic historian Rostow [2] pushes himself/herself
so far as to claim that the root cause of the Great Depression was a lack of ethical
behavior on behalf of the economic leadership.

The ethical theory in question represents certainly a step forward but too short of
a step to be interesting. Reducing social responsibility to just another constraint to
the strategic management of the firm, the enlightened self-interest approach inverts
the natural order of things. Instead of being a presupposition or a guideline for
economic action, ethics becomes in fact a consequence of economic success. Let’s
try to explain. According to this theory, ethical behavior is visualized as a superior
good in the sense that the demand for such a good grows at a larger rate than income
and vice versa. (The demand income elasticity is larger than one.) The more people
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become rich, the more the need, or the demand, for ethical behavior, and vice versa.
Consider now the case of a firm that competes on the global markets and that
intends to put CSR procedures into practice. If its rivals, through illicit behavior
(e.g., the use of child labor), are able to lower production costs and therefore the
selling price, there will be a reduction in income for the firm in question. The latter
will then lower the demand for ethical behavior until this is brought in line with
average behavior.

In situation of this type, the strategy that Shleifer [3] suggests adopting is to
accelerate, as quickly as possible, the process of income growth, through an
intensification of the levels of competition and without too many moral scruples
(better to use child labor, e.g., than to see people die of hunger). The increase in the
disposition to “pay” for higher ethical levels would come as a consequence.

But if ethics is simply a by-product of economic growth—Marx would have said
a superstructure of the economic structure—what sense would there be in talking
about CSR? And why speak ever of ethical behavior as an ulterior constraint under
which to maximize long-run profits if ethics is a consequence of economic results?
As it can be understood, the above line of reasoning is opposite to the great Socratic
message according to which virtue is not born out of riches; on the contrary from
virtue itself derive all the riches and all the other good things to men.

2.4 The Ethics of Responsibility

The moral theory, currently more in vogue in studies of CSR, is the ethics of
responsibility as interpreted by the well-known stakeholder model. We can consider
Max Weber [4] the father of such a theory who, in his celebrated essay, Politics as a
Profession, indicates the ethics that must characterize “he who wants to place his
hands on the gears of history” (1969, p. 101), adding, a few pages later, that
responsibility is the “willingness to respond to the foreseeable consequences of
one’s actions” (p. 109). To the Weberian formulation of the ethics of responsibility,
has added an important qualification. Basing his idea on a “heuristic of fear,” Jonas
does not consider it sufficient to stop only at the foreseeable consequences; one
must go further and take into account the possible consequences of its actions. The
appropriate imperative for the new type of human action is, for Jonas, “to act in
such a way that the effects of your action are compatible with the continuation of an
authentically human life.” From the Kantian imperative “you can, because you
must,” we pass to “you must, because you can.”

It is not difficult to understand the meaning of Jonas’ qualification. Limiting
oneself only to the control of the foreseeable effects of one’s actions is too little in
economic contexts in which the proprium of the entrepreneurial function is to
continuously generate unforeseeable effects. On the other hand, is it not perhaps
in this—as Schumpeter had acutely anticipated—the basic difference between
entrepreneur and rentier or bureaucrat? Think, in addition, about the possibility,
which is enormously greater today with respect to the past, of the so-called rational
errors made by the firm. As experience suggests, the cost of such errors too often
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exceeds the monetary value of the capital conferred by shareholders. In cases like
this, the calculation of the foreseeable consequences does not constitute a solid
anchoring for the notion of responsibility. (Think about the corporate scandals of
Enron and Parmalat, among the many others.)

Well, it is on such a foundation that stakeholder theory affirmed itself, beginning
in the 1960s. In the words of its most representative exponents, Evan and Freeman
[5] said: “We believe that the legal, economic and moral challenges to the current
theory of the firm require a revision in an essentially Kantian perspective. This
means that each group of stakeholders has the right not to be treated as a means
oriented toward some end, but must participate in the determination of the future
direction of the firm” (p. 101). It follows that the objective of the firm is not the
maximization, under constraints, of profit, as is the case in the shareholder theory.
The latter defends the position according to which the shareholders, being ulti-
mately responsible for the destiny of the firm, have the right to a special and
different consideration with respect to other classes of stakeholders. Rather, “the
authentic objective of the firm. .. is that of operating as a vehicle for coordinating
the interests of the stakeholders” (Ib., p. 104, italics added).

The primary task of management is therefore to operate for the realization of a
balancing of different interests: ‘“Management is the bearer of a financial relationship
that links it closely to the stakeholders as much as to the firm as an abstract entity.
Management is asked to act in the interest of the stakeholders as if it was an agent of
theirs and must act in the interest of the business to guarantee its survival,
safeguarding in the long-term the shares of each group” (Ib., p. 104). Finally, in a
very recent essay, after having reaffirmed that “the firm is a nexus of relationships
among groups that have an interest in its activities” adds: “The firm has to do with the
world in which clients, families, employees, investors (shareholders, bondholders,
banks), local community and managers interact and create value. To understand the
firm one must understand how these relationships function” (p. 1). From this follows
the conclusion that the central objective of stakeholder theory is that of studying how
to make the interests of the various stakeholders move in the same direction. “The
creation of value and not the conflict of value is the metaphor of reference” (p. 1).

But how to achieve the compatibilization of the interests of all those who,
inasmuch as they are bearers of specific investments (finance capital, human
capital, trust, social capital, etc.), cooperate within the firm for the creation of
value? In other words, how to respond to the objections of many, and in particular
of M. Jensen and K. Goodposter, according to whom a multi-stakeholder model of
governance would leave the managers confused, without the so-called bottom line
which can be utilized to evaluate their performance?

As Sacconi [6] indicates, the response is the social contract among all the
stakeholders as a normative device for defining the contents of CSR. The Rawlsian
contractualist version of stakeholder theory, as opposed to the original Kantian
version, is capable of supplying a criterion for judgment, not only of the legitimacy
of the firm as an institution but also of its strategic management. Asking the
interested subjects if they would give their consent to being part of a firm in a



14 S. Zamagni

state of nature in which they were guided only by enlightened self-interest—and not
also by conventions and traditions—Rawlsian contractualism allows for the identi-
fication of a bargaining equilibrium. The fundamental property of such an equilib-
rium is that each stakeholder would accept it in order to cooperate voluntarily,
given that it would be the expression of an impartial procedure in which the moral
equality of all the participants would be assured. The normative force of
contractualism is, therefore, in linking justice (or equity) to consensus without
renouncing the rational calculus. In formal terms, instead of maximizing the profit
function, the firm maximizes the function that represents the solution to the
negotiation game among all the stakeholders. Demonstrates how, under reasonable
conditions, such a solution exists, in general.

Is everything okay, then, regarding the possibility of using CSR as a model of
enlarged governance of the firm? Not quite, because once the fiduciary obligations
of the firm regarding its stakeholders are identified, there still remains the problem
of their practical application. What is to guarantee, in fact, that the obligations
decided upon in the social contract will be effectively met? Let’s assume, that,
following the deliberative process that brought the stakeholders to agree to the
social contract, the firm decides to give itself an ethical code, or something similar.
What is to assure that the self-imposition of some canon of behavior fixed in the
ethical code is, in reality, respected? The answer the literature is able to give is
based on the mechanism of reputation: the firm that self-inflicts the sanctions called
for by the ethical code following defective behavior will see its reputational capital
grow in the eyes of all of its stakeholders, and this will improve its economic
performance, for obvious reasons.

As Sacconi has observed [6], things would happen this way if it weren’t for the
fact that the reputational mechanism suffers from grave cognitive fragility. It would
require that the awareness of the stakeholders, and in particular of the consumers
and civil society, was perfect, in order that they would be able to decide if that
which was supposed to have been done was done. On the other hand, one can’t
forget that the ethical horizon of contractualism is always that of axiological
individualism; according to which the normative foundation is the impartial agree-
ment of rational individuals. In other words, in the contractualist view, rational
individuals realize that it is in their interest—whatever that may be—to agree on
common norms of behavior to avoid phenomena such as free-riding, shirking, the
many difficulties of coordination. This is tantamount to say that the ethical code is
visualized as a rational constraint that the firm imposes on itself. It is nonetheless
always a constraint. And therefore if, given the contextual conditions, there is a
chance of transgressing the norms without penalty, i.e., without tarnishing the
firm’s reputation, this will occur.
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2.5 The Ethics of Virtues

It is at this point that the fourth ethical theory to which I referred at the beginning of
the section comes into play. This is the ethics of virtues, as Adam Smith, on the
heels of the line of thought inaugurated by the civil humanists in the fifteenth
century, elaborated in his fundamental work The Theory Moral Sentiments (1759).
The institutional structure of society—says Smith—must favor the dissemination
among citizens of the civic virtues. If economic agents don’t already embody in
their structure of preferences those values that they are supposed to respect, there
isn’t much to be done. For the ethics of virtues, in fact, the enforceability of the
norms depends, in the first place, on the moral constitution of individuals, that is, of
their internal motivational structure, much before any system of exogenous
enforcement. It is because there are stakeholders that have ethical preferences—
that attribute, that is, value to the fact that the firm practices equity and works for the
dignity of people independently of the material advantage that can be derived—that
the ethical code could be respected also in the absence of the mechanism of
reputation. And that there are subjects endowed with ethical preferences is, today,
a fact documented by a dispassionate observation of reality, other than by experi-
mental research.

Consider, to give just one example, the relationship between a company and its
employees. As is well known, this relationship can assume the forms of the “social
exchange” or “market exchange.” In the former case, immaterial elements like
loyalty, honesty, and attachment to the mission enter into play. These elements
cannot be negotiated, since they are non-verifiable. In the latter case, everything
passes through the definition of “optimal” incentive schemes. Now, there is nobody
who does not realize that there is a great difference, as far as the company
performance is concerned, between the two types of relationship. But it is evident
that the worker will accept to enter into a “social exchange” instead of a “market
exchange” only if the firm will appear to him/her to be a moral subject that believes
in and puts into practice the principle of reciprocity.

The point worth highlighting in particular is that the key to the ethics of virtues is
in its capacity to resolve the opposition between self-interest and interest for others,
between egoism and altruism, by moving beyond it. It is this opposition, child of the
individualistic tradition of thought, that prevents us from grasping that which
constitutes our own well-being. The virtuous life is the best not only for others—
like the various economic theories of altruism would have it—but also for us. This
is the real significance of the notion of common good, which can never be reduced
to a mere sum total of individual well-beings. Instead, the common good is the good
of being in common, that is, the good of being inserted into a structure of common
action, which is exactly what the firm represents.

Suggests that common is the action that, in order to be carried out, requires both
the intentional coming together of many subjects (and of which all the participants
are aware) and of intersubjective relationships that lead to a certain unification of
efforts. More precisely, three are the elements that distinguish a common action.
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The first is that it cannot be concluded without all those who take part being
conscious of what they are doing. The mere coming together or meeting of many
individuals is not enough. The second element is that each participant in the common
action must retain title, and therefore responsibility, for that which he/she does.
It is exactly this element that differentiates common action from collective action.
In the latter, in fact, the individual’s identity disappears and with him/her disappears
also personal responsibility for that which he/she does. The third element is the
unification of the efforts on the part of the participants in the common action for
the achievement of the same objective. The interaction among many subjects in a
given context is not yet a common activity if they follow diverse or conflicting
objectives. Therefore, the firm, inasmuch as it possesses all three of these elements,
is a common action.

Diverse are the types of common action in relation to the object of commonness.
The commonness, in fact, can realize itself around the means or around the ends of
the action itself. When the commonness is extended to the end of the action—as
happens in the firm—the final result of the action has the nature of a true joint
product. This means that it is de facto impossible to determine the specific contri-
bution of each stakeholder. This was attempted more than a century ago by the
neoclassical theory of distribution of income with the principle of marginal pro-
ductivity of factors but with rather scarce success as we know, nowadays. Note that
while in the contract—which is another example of common action—the common-
ness is limited to the means (each party accepts that the other will pursue his/her
own ends, even if the ends are not the same), in the firm the end is realized through
common action. This is why in the firm cooperation—and not coordination—is the
principal form that intersubjectivity assumes. The contracts have to be coordinated,
but the stakeholders in a firm must cooperate if they want to achieve an optimal
result. The question then arises: how is one to positively resolve a problem of
cooperation?

Bratman [7] gives a convincing response, when he/she outlines the following
three conditions. In the first place, each participant in the common action assumes
that the intentions of others are relevant, and therefore worthy of respect, and knows
that this is reciprocal. This is the condition of “mutual responsiveness.” It is not
enough that the members intend to do the same activity; they must want to do it
together. In the second place, each person commits to a joint activity—even if for
different reasons—and knows that the others also intend to do the same. This means
“commitment to the joint activity,” in which it is de facto impossible to quantify the
specific contribution of each person to the joint product. Finally, each person
commits to helping others in their efforts so that the final result will be the best
possible “commitment to mutual support.” Reciprocal aid must manifest itself
while the joint activity is being carried out, not a latere, nor at the end of the
activity. Such a commitment should not be confused with self-interest nor with
disinterested altruism. There being a connection of interests, by providing help to
others one pursues one’s own interests.

Now we can appreciate the specific value that the ethics of virtues offers us, that
is, to liberate us from the obsessive Platonic idea of good, an idea that says there is



2 Setting Up the Dialogue Between CST and CSR: The Challenge of Clashing Theories 17

an a priori good from which an ethic is extracted to be used as a guide to our actions.
Aristotle—the initiator of the ethics of virtues—in total disagreement with Plato,
indicates for us instead that the good is something that happens, that is, realized
through activities. As puts it, the most serious problem with the various theories of
business ethics stemming from the individualistic tradition of thought is that they
are not capable of offering a reason for “being ethical.” If it’s not good for us to
behave ethically, why do what is recommended by ethics? On the other hand, if it is
good for us to “be ethical,” then why would it be necessary to offer managers
incentives for doing that which is in their own interest to do? The solution to the
problem of moral motivation of managers is not that of setting constraints
(or providing incentives) for acting against their self-interest but to offer them a
more complete understanding of their own well-being. Only when ethics becomes
part of the objective function of the agents does moral motivation cease to be a
problem, because we are authentically motivated to do that which we believe is best
for ourselves. Let’s consider an immediate implication of the ethics of virtues.

2.6 From Stakeholder Management to Stakeholder
Democracy

Because it seems so difficult to put into practice—as the facts show us—the canons
of CSR based on agency theory, whether in the version of the shareholder model
that you want in the stakeholder model? My answer is that, beyond technical and
analytical problems that do exist, the main reason is due to the fact that the theory
always generates crowding out effects in the sense of the extrinsic reasons related to
the incentive schemes offered to displace manager, sooner or later, their intrinsic
motivation. The instrumental conception that agency theory has ethics makes loads
of concepts such as equity, value, trust, integrity, and responsibility that are reduced
to elements of a rational management science whose sole raison d’etre is to meet,
to the maximum extent permitted by the conditions, the interests of various
stakeholders. It is “so” that the business ethics becomes a proper ethics manage-
ment. But when ethics is made a subject to management by the manager you get the
same result that the excessive use of antibiotics assures the casual use and instru-
mental ethics, and rules of CSR derived from it, ends up increasing the likelihood of
perverse results and that to the extent that the manager opportunist longer able to
knowingly violate or circumvent the rules that emanate from himself/herself.

In another way, the ethics management seems plagued by a paradox at all
negligible. Creating new rules to try to cancel or at least temper opportunistic
behavior within the business organization, it ends up strengthening the roots from
which it springs opportunism. As the now extensive literature of experimental
economic documents, whenever you offer financial incentives to achieve compli-
ance with their rules by economic actors, almost always the crowding-out effect is
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to occur. Any attempt to “buy” through the payment of incentives moral sentiments
such as loyalty, trust, reciprocity, and commitment to fight for a cause ends up
draining the very source from which those feelings flow. To limit myself to only
one case, Falk and Kosfeld [8] show experimentally that distrust of the principal
against the agent’s behavior—lack of confidence, that is, manifested by the pay-
ment of incentives to the agent or by the introduction of specific controls—has a
negative impact on intrinsic motivation of the latter to provide the optimal level of
effort. In fact, most people reveal a behavior against the control or incentives,
which explains—among other things—because many contracts are left
deliberatively incomplete in practice. As Osterloh and Frey [9] document, since
1980 most of the compensation awarded to the CEO has been associated with stock
options. In 1970, an American CEO earned 25 times more than an industrial
worker. In 1996, the same ratio became 210-1 and, in 2000, 500-1. Yet, the
performance of these CEO-led companies has not increased in the same proportion.
On the contrary, they are now under the eyes of all the perverse effects of this
incentive scheme: short-termism exasperated, increase in corporate scandals, and
worrying rise in inequality. It must be something important, if faced with these
perverse effects the same Jensen was “forced” to admit that “stock options have
proven managerial heroin.”

What, then, is a credible way out of the paradox in question, to deal with once
and for all, the question of democratization within the enterprise. In fact, if the
company has to be the institution that strives to make compatible the advanced
needs of the various stakeholders—such as the stakeholder model says he/she
wants—then the practical way to implement CSR is to establish, within the firm,
the equivalent of a deliberative forum, a place that is where all stakeholders are
represented and in which they may exercise, in a systematic way, and not just the
beginning, the “voice” in the sense of Hirschman. Note the difference with the
proposal that comes from the neo-contractarian, the proposal that the social contract
of the company. The first of these has to do with the system basically static
contractarian approach: the preferences and moral motivations of the various
parties are given and supposedly immutable. This is because they transcend the
socioeconomic context in which the company operates and especially its evolution
over time. The second difference concerns what I consider the major limitation of
the theory of the social contract: the fact that a contract has, at the time, considered
to be fair by its stakeholders does not eliminate the possibility that it reflects strong
asymmetries in power or negotiation skills. (Employees may accept working
conditions next to exploitation because they have no alternative.)

The ultimate meaning of the write-up is that the normative version of stake-
holder theory requires us to move from stakeholder management—in which the
CEO or tutt’alpiu the Board of Directors seek, in a paternalistic way, the arrange-
ment of the various interests—to the stakeholder democracy, a model of gover-
nance in which the same stakeholders, as partners of the company, share rights and
duties. Clearly, the allocation of rights and duties must take into account the
specificity of the business. Where does it lead, ultimately, the acceptance of such
a prospect? The overcoming of the capitalist form of enterprise, as well as any form
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of business in which the governance is entrusted to a single class of stakeholders. As
I explained elsewhere, it is properly the civil enterprise which is inherently multi-
stakeholder governance, an enterprise, that is, in which all the subjects belonging to
it are placed in a position to discuss and vote on matters affecting their interests. We
can therefore say that the stakeholder democracy postulates the civil company,
which means the day on which the CSR practices were taken seriously by a
sufficiently large number of businesses—that day would see the statement in our
market economies, form of civil business.

It is evident that the practical implementation of the democratic stakeholding
presents difficulties of a certain importance. The most serious of which concerns the
choice of the representation model, namely, the way in which the various
stakeholders come to be represented in the governance of the company. Consider
the class of customers. For many companies it could be millions. Of course, the
model of representation may not be that of political representation and even less
labor. It is, then, to find forms appropriate to the purpose, but a systematic reflection
on what has not yet begun. However, comforting to note how, in the advanced
economies of the West, should be increasingly gaining various forms of democratic
governance business: think of the cooperatives, ESOP companies, social
enterprises. Refer to for a thorough empirical investigation about the spread of
democratic stakeholding, in countries with a more advanced level of development.

Properly understood, the tendency Kruse describes is nothing more than a
reflection of discomfort, increasingly warned against the obvious contradiction
inherent in a capitalist economy, in its classical form, while in the arena of the
market applies the two founding principles of modernity—the freedom of the
individual and the formal equality of all individuals—within the enterprise capital-
ist relations of hierarchical precedence. And This is a consideration that, from
another perspective, “The governance is synonymous with exercise of authority,
direction and control. These words sound strange, however, when used in the
context of a free market economy. Why should we need some form of authority?
Is not the market that can efficiently allocate the resources without the intervention
of?” (p. 497).

Has defined the capitalist form of economic aristocracy similar to the old
political aristocracy where the ownership of land was the basis of the right to
govern. Indeed, most of the arguments in favor of the capitalist form of enterprise
are based on the compensation for the risk of investors, but in the context of
knowledge-based economies, such as are now ours, these arguments have lost
much of their persuasive force. The more human capital and social capital become
more strategically relevant physical and financial capital, the more democratic
forms of corporate governance demonstrate their superiority, even from a strictly
economic. Not only that, but there is more. If the socially responsible business that
considers itself not as a closed system, separated from the rest of society, but as a
real institution, as such, shall bear the demands of democracy, how can this function
be carried out if the company has not solved the problem of its internal
democratization?
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Before closing I would like to dispel a possible major concern: the desired
diffusion of CSR practices intended as an end in itself and not simply as a means,
leading to the gradual disappearance of the traditional capitalist form of enterprise;
does this mean the end of the economy market? And this is the concern, for
example, of Milton when he/she writes: “Few trends could threaten the very
foundations of our free society as the acceptance by those responsible for undertak-
ing a social responsibility is nothing more than make a lot of much money as
possible for their shareholders” (p. 133). As it is said in another part of the book,
Friedman, “our free society” is identified with the capitalist system. Well, such
concerns are the result of a widespread confusion of thought, leading to a serious
misunderstanding: one that aims to identify, overlapping, market economy and
capitalist economy. As I have shown in, it is an identification that is belied by
history and which has no solid theoretical foundation. This applies to reassure
supporters of the market economy—and the writer who is one of them—that any
future generalization of the practices of democratic stakeholding in no way means
the disappearance or the delegitimization of the market as an institution essential to
the economic order Social authentically liberal. On the contrary, it represents a
powerful reinforcement, because as, among others: “Freedom of enterprise is an
essential characteristic of the most advanced market economies. Capitalism, on the
contrary, is contingent; is simply that particular form of ownership of the patron that
most often, but not always, proves efficient on the basis of available technologies”
(p. 292). That is to say that the market economy is the genus of which capitalism is
only one species. And while the latter finds its legitimacy in the deepest principle of
efficiency, the market economy finds its justification—not already standing—in the
value of freedom.

2.7 Finally

I like to finish with a record of a general nature about the contribution that the CSD
is able to offer to the ongoing debate on CSR. The foundation of responsible
behavior cannot be the only economic calculation, that the only efficiency, where
you can search for? For Kant and Kantianism, the foundation is in the imperative
categorical liability that stems from abstract universal principles. But we stop
there? Is it not from the fury of the Jacobins—which also wanted social justice—
which in modern times are derived worst atrocities? We believe no chances to see
the responsibility as centered on justice only. Is timely recall of E. Levinas taken off
from the relationship with the Other? The responsibility derives “from the Other.”
First of moral norms and social norms is the bond with those close to us the ultimate
reason of our responsibility, which is, first of all answer the Other, and as such is an
expression of the principle of fraternity.
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Chapter 3
The Social Vocation of the Firm

Giuseppe Argiolas

Abstract Strong elements of transformation that characterize our contemporary
society affected and nowadays affect, in a considerable way, all aspects of real daily
life, not least how human beings express their capability to face, and then try to
govern, the environmental complexity.

This circumstance influences human beings’ relationships, in the form of the
entities they choose to organize their relations, and especially on modus operandi of
these entities.

Literature has already underlined the inevitable need for modern enterprises to
be socially responsible and to adopt an authentic social orientation to properly
answer the issues of society and the unavoidable social vocation of the firm.

Despite the importance of the corporate social orientation, this issue is still not
really well developed. This chapter covers this gap focusing on the internal relation
of the firm.

The chapter delineates the key drivers of corporate social orientation that in
some way takes in, includes, and transcends the previous, implying the adoption of
social dimension as background reference in defining its way of being and
operating.

3.1 Corporate Operational Framework

Recent years have showed us deep mutations in technological development, in
traditions, and in culture, in brief, in contemporary real life. In fact, society is
characterized by systemic complexity, so that solution to problems needs the joined
engagement of many people to face those problems better, both under a quantitative
(sharing of engagement) and qualitative point of view (sharing according to the
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competence): this leads many authors to define the present society “the new society
of knowledge.”"

Among the many aspects that contribute to delineate its principal features, it is
useful to underline the following:

* The unstoppable phenomenon of globalization
» The supremacy of intangible assets

With regard to the first aspect, we refer to the fact that what once seemed
extremely far, today it proves to be extremely near. This is not only in the sense
that what happens in one point of the world has direct influence at the distance of
thousands of miles, but also in a strong interrelation between people, cultures, and
markets that only 50 years ago was maybe inconceivable.”

The second aspect points out that if in the past the firm was characterized by
predominance of the capital factor, with the coming of the society of services® the
predominance can be ascribed to knowledge. Such circumstances force managers to
search and take new strategies in the management of the firms.

3.2 Diachronic View of Corporate Orientations

If we focus our attention on the way to be of firms as how they historically
developed, taking into consideration “the main problem” that had to be considered
for their survival and success, we have to say that from the Industrial Revolution
until nowadays, there has been a considerable change. At the beginning of the
twentieth century, the main problem for the entrepreneur was still how to produce.
Once the technical problem was solved, in fact, it was not so difficult to put the
product on the market and obtain profits. This kind of firm is precisely defined
“production oriented.”

The years of after-war rebuilding constitute the precondition for the economic
boom with the creation and the development of new firms. The context becomes
more complex, and technological development makes it easier to solve production-
related technical problems, while competition becomes more and more urgent,
because the firms try to attract the consumer’s preference. Entrepreneurs and
managers direct their attention outward the firm. The firm that wants to survive

' Drucker P.F., Peter Drucker on the Profession of Management, Harvard Business School Press,
1998, (ital. transl.: 1] futuro che e gia qui, ETAS, Milano, 1999, page 115).

2We live in a society in which “different economic, productive, social and cultural specificities can
get in interaction, in communication on a world scale and—thanks to the diffusion of knowledge,
technology and information—become interconnected parts of a larger system™ Caselli L.,
Processi di globalizzazione e democrazia economica, in Economia e politica industriale, n°
94/1997, page 39 (a.t.). About globalization see also Ferrucci A., For a Global Agreement towards
a united world, Citta Nuova editrice, Roma, 2001.

3 See Toffler A., The Third Wave, Morrow, New York, 1980.
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and set out to success must consider the market, and an accurate response to its
needs becomes a requirement that cannot be delayed: we are in front of the “market-
oriented” enterprise.

This stress flows into the request for actions aimed at precise targets to achieve,
that lead all the firms toward the customer. The enterprise must be able to under-
stand trends and changes in progress, putting itself in the condition to advance and
somehow to direct them. These aspects, with the growing difficulty to attract the
consumer spending availability and the request to offer solutions for client
problems more than products fout court, are an imperative that calls for an adapta-
tion of enterprise strategies, an epoch-making reorganization and a rethinking of its
philosophy, so that the enterprise becomes completely “marketing oriented.”

At the same time, the strong industrialization, the development of the enterprise
with the impact that it has on the environment,4 economic crisis and related strong
social pressure, as the growing dynamics with significant and sudden changes,
highlight a very important aspect: the firm cannot exclusively focus on the market
and on its customers but on the environment generally considered.” In fact, there are
many influences that, in several ways, derive from different kinds of environments
with which the firm is related and from which constraints, conditions, and
opportunities® come, and that firms have to appropriately consider. Moreover,
feeble signals must also be detected to avoid that environment turbulences, by
now increasingly accentuated, may sweep away the inattentive and fragile enter-
prise. A relationship of dynamic and continue coevolution exists between the
enterprise and the environment: the enterprise is “environment oriented.”

At the same time a relevant change can be detected in the conscience of society
about expectations it has referring to enterprises.” This change forced, at the
beginning, multinational and larger corporations to adapt to that social push, first
especially related to the preservation of the Earth from pollution and then consid-
ering a wider and wider intervention range. Recently corporate social responsibility
has taken a new growing importance in the academic debate, in the attention of
institutions and in the organizational practice, even in medium and small firms.
Corporate is requested not only to practice single actions of social responsibility but
more and more to define its way of being and operating, inside and outside of it,
seeking for a multidimensional success, interiorizing a managerial style that
focuses on the centrality of the person: the “corporate social orientation” is arising.

4 About various concepts of environment, see Usai G., Le organizzazioni nella complessita,
Cedam, Padova, 2002.

3 See Perrow C., Complex Organizations. A Critical Essay, Random House, New York, 1972;
Giudici E., I mutamenti nelle relazioni impresa-ambiente, Giuffré, Milano, 1997.

%See Giudici E., Le nuove prospettive per [Iefficienza e per [efficacia delle imprese,
G. Giappichelli Editore, Torino, 1992.

7 See Ansoff H.1., Implanting Strategic Management, Prentice Hall, 1984.
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3.3 Corporate Social Responsibility

3.3.1 Literature Overview

In literature there are many works about this issue, although not all unanimous.”
The core debate refers to the nature of the firm. The claim of an active social role of
the firm, in fact, depends directly on the definition of firm that is considered.”

The issue of corporate social responsibility has its roots in the far 1930s and
1940s, thanks to the contributions of thinkers such as Chester J. Barnard,'® John
M. Clark,'! and Theodore Kre:ps.12 In the 1950s, the so-called modern era of social
responsibility begins to arise, thanks to Howard R. Bowen who is considered, in
fact, the father of the corporate social responsibility."?

Certain authors,14 even though with different shades, state that the firm has not
got particular responsibilities of moral or social character other than making profits
and, then, the defense of shareholders’ interests staying within the law that defines
the rules of the game, as the firm is a private institution of economic nature,
exclusively designed to make profits.

Milton Friedman clearly affirms that “there is one and only one social responsi-
bility of business—to use its resources and engage in activities designed to increase

8 See Garriga E., Melé D., Corporate Social Responsibility Theories: Mapping the Territory, in
Journal of Business Ethics, 53/2004; Klonosky R.J., Foundational considerations in the corporate
social responsibility debate, in Business Horizons, July—August, 1991.

° The main question recalls the definition of firm so that if it is seen as a community or collectivity
of people who work together for the production of goods and/or services for the market with the
aim of supplying solutions to customer problems under the constraint of profitability, it can be
deduced immediately and clearly that the central role of the person takes a primary and crucial
importance in the adoption of social responsibility. See Klonosky R.J., Foundational
considerations in the corporate social responsibility debate, op. cit.

10See Barnard C.J., The Function of the Executive, Harvard University Press, Cambridge,
MA, 1938.

" See Clark J M., Social control of business, McGraw-Hill, New York, 1939.

12See Kreps T.J., Measurement of the Social Performance of Business, in An investigation of
Concentration of Economic Power for the Temporary National Economic Committee, (Monograph
n. 7), U.S. Government Printing Office, Washington, DC, 1940.

13 For a wide-ranging historical review on the definitional issue of the corporate social responsi-
bility, see Carroll A.B.., Corporate Social Responsibility. Evolution of a Definitional Construct, in
Business and Society, September 1999, vol. 38, n. 3; also see de Santis G., Responsabilita sociale,
in Caselli L. (Ed.), Le parole dell’impresa, F. Angeli, Milano, 1995 e di Toro P., L’etica nella
gestione d’impresa, Cedam, Padova, 1993; de George R., Business Ethics, 3rd ed., MacMillan
Publishing Co., New York, 1990.

14See Friedman M., The Social Responsibility, in Beauchamp T.L. and Bowie N.E., Ethical
Theory and Business, 2nd ed., Prentice Hall Inc., Englewood Cliffs, NJ, 1983; Uyl D.D., The

New Crusaders: the Corporate Social Responsibility Debate, Social Philosophy and Policy
Center, Bowling Green, Ohio, 1984.



3 The Social Vocation of the Firm 27

its profits so long as it stays within the rules of the game, which is to say, engages in
open and free competition, without deception or fraud.”'

Even among those who emphasize that firm is a social institution, grouped by
Klonosky in the “social view,” we find different approaches. Some authors'® affirm
that a kind of social contract is been signed between firm and society: according to
the “stakeholder approach,”'” the firm has a whole series of duties resulting from
the network of relations that it weaves and develops with the different groups of
people who have some interest in the firm. According to the “corporate social
responsiveness approach,”'® the firm must be in a condition to anticipate the
changes, carrying out programs and policies such that to minimize negative effects
that its own present and future activities may have in terms of social fallout, so
avoiding to catalyze waves of complaint upon the firm. The “virtue-based
approach,” according to Klonosky strictly correlated to the “theological or religious
approach,” underlines that “Business that foster a good community within the
workplace and respect the social community on the outside can make possible the
moral development of both employees and society.”"”

From the point of view of the “corporate citizenship approach,” the firm must be
considered as an institutional citizen and, as such, holder of rights, privileges, and
duties. Archie B. Carroll affirms that, managing the firm, managers must constantly
and simultaneously face a series of economic and noneconomic responsibilities.
Among the former, there is the production of goods and services that have to be sold
to make profits; among the noneconomic, legal responsibilities are included, that is,
making profits within “the rules of the game,” and also moral responsibilities—
respecting the ethical norms and behaviors that society expects to—and those
discretional or voluntary and philanthropic, related to the voluntary roles taken by
firms without a clear expectation from the society. He also underlines that
“the social orientation of an organization can be appropriately assessed through
the importance it places on the three non-economic components compared to the
economic.”?” In the end, he synthesized his own position affirming that “the CSR

'3 Friedman M., The Social Responsibility, in Beauchamp T.L. and Bowie N.E., Ethical Theory
and Business, op. cit.

19See Anshen M., Changing the Social Contract: A Role for Business, in Beauchamp T.L. and
Bowie N.E., Ethical Theory and Business, 2nd ed., Englewood Cliffs, NJ, Prentice Hall,
Inc., 1983.

17 Freeman R.E., Strategic Management. A Stakeholder Approach, Pitman publishing Inc., 1984,
page 46.

'8 See Sethi S.P., Dimension of Corporate Social Performance: an Analytical Framework, in
California Management Review, Spring 1975, Vol. XVII, n. 3; See Sciarelli S., Responsabilita
sociale ed etica d’ impresa: una relazione finalizzata allo sviluppo aziendale, in Finanza marketing
e produzione, n. 1, 1999.

1()Klonosky RJ., Foundational considerations in the corporate social responsibility debate,
op. cit., page 15.

20 Aupperle K.E., Carroll A.B.., Hatfield J.D., An Empirical Investigation of the Relationship
between Corporate Social Responsibility and Profitability, in Academy of Management Journal,
n. 28, 1985, page 458.
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firm should strive to make profit, obey the law, be ethical, and be a good corporate
e 7’21
citizen.

3.3.2 Institutional Contribution

The debate about corporate social responsibility is today more than ever animated
at all levels. It is shown by the increasing interest paid by institutions and particu-
larly by the United Nations (UN), the Organization for Economic Cooperation and
Development (OECD), and the European Union (EU).

In July 2000, after an initiative started on January 31, 1999, by UN Secretary
General Kofi Annan during the World Economic Forum, the UN Global Compact
has arisen. Composed by hundreds of firms all over the world joined with the
agencies of the UN?? and the world of the civil society, the Global Compact is a
network that promotes at the international level the adoption of ten principles
within the safeguard of human rights, of labor, of defense of the environment,
and struggle against corruption, and it aims to catalyze action supporting the
objectives of the UN.*

Also OECD has been contributing for several years and in many ways to the
debate of CSR. In one of the most recent documents, it underlines that “real CSR is
about how a business is run—values and beliefs become real when they are lived
every day and no amount of corporate rhetoric can substitute for direct evidence of
management’s sincere and meaningful dedication to a consistent set of values. CSR
is a global expectation and global problems respond to local initiatives, but they
also demand global solutions and corporations need to respond in a comprehensive
manner.”**

The Green Paper of the European Commission “Promoting a European Frame-
work for Corporate Social Responsibility” states that “being socially responsible
means not only fulfilling legal expectations, but also going beyond compliance and
investing ‘more’ into human capital, the environment and the relations with
stakeholders.”* It highlights, among others, two important aspects about corporate
social responsibility:

2! Carroll A.B.., Corporate Social Responsibility. Evolution of a Definitional Construct, op. cit.,
page 289.

22 Mainly: the Office of the High Commission for Human Rights (OHCHR), the United Nation
Environmental Program (UNEP), the International Labour Organization (ILO), the United Nation
Program for Development (UNDP), the United Nation Industrial Development Organization
(UNIDO), and, since June 2004, the United Nation Office against Drugs and Crimes (UNODC).
2 See Argiolas G., L’ orientamento sociale dell’ impresa nella societa della conoscenza, Universita
degli Studi di Cagliari, Mimeo, 2005.

24 OECD, Corporate Social Responsibility, Partners for Progress, Paris, 2001, page 149.

2 European Commission, Green Paper Promoting a European Framework for Corporate Social
Responsibility, Bruxelles, 2001, COM (2001) 366 final, page 8.
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» Social responsibility refers to small and medium enterprises and not only
large ones.
¢ Social responsibility refers to all the ambits of firms.

It is essential that these values be translated into actions inside and outside the
firm with an integrated and consistent perspective both in strategic and operative
decisions.

The communication of the European Commission “Implementing the partner-
ship for growth and jobs Making Europe a Pole of Excellence on Corporate Social
Responsibility” underlines the importance of the Corporate Social Responsibility at
all levels, promoting a European Alliance for Corporate Social Responsibility. It
matters every person because it “mirrors the core values of the society in which we
wish to live,”*® and it can give a very important contribution even fostering growth
and jobs. The European Commission gives guidelines to make the Alliance
identifying several priorities and stating that “The essence of this initiative is
partnership”27 and that “Commitment, mutual trust and dialogue are vital for the
success of this Alliance.”*®

3.4 Corporate Social Orientation

3.4.1 The Roots of Corporate Social Orientation

Sometimes enterprises can be found to put in practice antithetic behaviors: on the
one hand, they are careful on social question, on the other absolutely careless; some
other times we can find enterprises carrying out isolated positive actions addressed
to the society or a part of it, so that it is not enough to define them as social oriented,
in fact much criticism and perplexities can be raised, especially referring to the
animus that leads their actions and aims.

As Caselli states, “the firm—through production of goods and services—
contribute to ensure the technical and economic progress. All this require orienta-
tion,” and “the firm’s social responsibility is not obtained automatically but can
be reached through specific and oriented ways of acting.”° So an authentic social

26 European Commission, Communication /mplementing the partnership for growth and jobs:
Making Europe a Pole of Excellence on Corporate Social Responsibility, Bruxelles, 2006, COM
(2006) 136 final, page 10.

2 European Commission, Communication Implementing the partnership for growth and jobs:
Making Europe a Pole of Excellence on Corporate Social Responsibility, op. cit., page 11.

3 European Commission, Communication Implementing the partnership for growth and jobs:
Making Europe a Pole of Excellence on Corporate Social Responsibility, op. cit., page 13.

2 Caselli L., Ethics in organization: Theory and Practice, in Rivista di Politica Economica, N°
I-II, January—February 2004, page 79.

30 Caselli L., Ethics in organization: Theory and Practice, in Rivista di Politica Economica,
op. cit., pages 79-80.
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orientation embedded in an ethical background that constitutes a reference to the
enterprise’s internal and external relations is needed. In order to identify the core of
such an orientation, it is important to consider the seminal contribution of Chester
J. Barnard.

According to Barnard, human subject is continuously aiming to transform the
environment in which he lives, and to do so, he defines objectives. But in their
implementation he finds difficulties and cognitive, physical, biological, and social
limits. Through cooperation the person puts himself/herself in condition to over-
trade those limits and then to achieve goals he cannot reach alone. In the very
moment in which the person cooperates in order to achieve aims common to other
subject, he constitutes or enters a formal organization. “Formal organization is that
kind of cooperation among men that is conscious, deliberate, purposeful’! of
which the enterprise is a typical example. Formal organization is the favorite
place to cooperate just because of its conscious aim.

In other words, it knows what kinds of sacrifices are requested and what benefits
are offered, that pushes people to enter an organization. So the question is to
mobilize consensually a group of people in order to reach a purpose that isn’t
their own one, in a strict sense, offering them incentives such that to satisfy their
personal motivation to participate.

A subject will be then driven to produce a greater or smaller effort toward the
achievement of the enterprise’s ends according to incentives that he receives in
exchange. It is important to underline that Barnard considers not only material
incentives, but rather “it seems to me that material rewards are ineffective beyond
the subsistence level.”*? So nonmaterial incentives have a great importance, like
“personal non-material opportunities; desirable physical conditions; ideal
benefactions. General incentives afforded are, for example: associational attrac-
tiveness; adaptation of conditions to habitual methods and attitudes; the opportunity
of enlarged participation; the condition of communion.”** The condition of com-
munion “is the feeling of personal comfort in social relations that is sometimes
called solidarity, social integration, the gregarious instinct, or social security (in the
original, not in its present debased economic, sense).”**

So Barnard develops a wider vision of the business, in which all of the internal
components and external ones related to it are considered. Among them without
distinctions there are employees, managers, stockholders, clients, and suppliers, all
of them, to the same extent, considered members cooperators.” It is plain the
importance of the Barnard perspective that anticipates and, in some way, overtrades
the well-known stakeholder theory.

3! Barnard C.J., The Functions of the Executive, op cit., page 4.

32 Barnard C.J., The Functions of the Executive, op. cit., page 144.
33 Barnard C.J., The Functions of the Executive, op. cit., page 142.
¥ Barnard C.J., The Functions of the Executive, op. cit., page 148.
35 See Bonazzi G., Storia del pensiero organizzativo, op. cit.
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The condition of communion seems to be of particular importance because,
through its highlighting, a shift from the single subject’s analysis to his consider-
ation as an active part of social community living in the enterprise is achieved. And
the importance of relations between the subjects there working is affirmed, without
neglecting, on the contrary underlining, the individual’s features. In fact
organizations are built by persons and their good working depends, to a greater
extent, on the quality of people, besides how those people are organized.

Furthermore, to underline the human capability to enter in relation with others
both in the inside and outside of the organization, then achieving the condition of
communion does not exclude that decisions can be taken after rational
considerations referred to benefits that can be earned from cooperation. Rather, it
emphasizes in a very interesting way that person’s attitudes and decisions can be
inspired not only by mere economic matters but also by moral sentiments and deep
beliefs.

3.4.2 Anthropological Foundations

Taking the evolution of managerial theories into account, it clearly emerges how
much the anthropological view that human beings have of themselves impresses the
theory and practice of management.*® Many of the causes bringing about or fueling
conflicts and/or cooperation in the organizations and particularly in the firms can be
traced back to the exercise of the power and then, in the final analysis, to the
perspective that human beings take considering the diversity or, better, the alterity.
This perspective, this view deeply affects relational modalities carried out in the life
together with others.

The subject of alterity has concerned the philosophical debate from Aristotle to
the present days, and also in sociology a rich debate on this matter is in progress. It
is not proper, in this chapter, to reintroduce the contents®’ but, instead, to draw
some general indications that can be useful to the management of a firm organized
in a modern way and, then, as much as possible without approximations.

The meaning of the word other may be understood in double perspective:
anthropological and metaphysical. The other not only in what appears, but also in
what is beyond appearance, in his intimate substance, in his ontology, in his
personal-living—being.

3 Just think about how the “rabble hypothesis” affects the Taylor’s theory, or consider the
psychological perspective permeating Maslow’s thought, or the methodological individualism
underlying Williamson contribution: See Argiolas G., La crescente attenzione scientifica ai
soggetti umani nell’impresa e alle loro relazioni, in Annali della Facolta di Economia di Cagliari,
Nuova Serie Vol. XX, Franco Angeli, Milano, 2004.

37 For an in-depth study on the subject, from a sociological point of view, see Sorgi T., Costruire il
sociale, Citta Nuova Editrice, Roma, 1998 and from a philosophical point of view, see Cicchese
G., I percorsi dell altro, Citta Nuova Editrice, Roma, 1999.
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It is not so easy—and probably it is impossible—to suggest a univocal definition
of “person.” Some researchers prefer talking of “mystery of the person’™® to
highlight all its amplitude and depth.*” In this chapter, the term human being or
person refers to a subject “endowed with self-consciousness and with moral con-
science, bearer of values and value in himself.”*° The fact itself that he is endowed
with moral conscience means he can submit himself to moral principles that
influence his own behavior: not only his own realization but also the other’s one
raises as fundamental norm of his existence and behavior.*' Then, the person
certainly constitutes a world by himself but at the same time is opened to the
dialogue with the other. Aristotle states that “human, in fact, is a social being by his
own nature inclined to live together with the others,”** and more recently Heschel
affirms that “for the man to be means to be together with the other human beings.
His existence is co-existence.

He can never feel fulfilled or explain his own meaning if this is not shared, if it is
not in relation with other human beings.”** Such a perspective seems gaining more
and more interest and space, even within the economic debate, in which the
anthropological principles underlying the ontological individualism are questioned
by a wider and wider authoritative doctrine.** It can be noted that also the human
being emerging from a complete reading of Smith’s contribution is a relational
being, capable of sympathy.** That is, he is capable “to be in the other’s shoes” or,

3 See Mounier E., Traité du caractére, Paris, 1947, (ital. transl.: Trattato del carattere,
Ed. Paoline, Roma, 1990).

39“Man is a being so wide, varied and versatile that every definition proves to be too limited. His
aspects are too numerous” Scheler M., La posizione dell’ uomo nel cosmo, Fabbri, Milano, 1970,
page 98.

“0Sorgi T., Costruire il sociale, op. cit., page 35. It is useful to note that this person is not referable
to the agent “individualistic, self-interested and rational” in the sense of the neoclassical theory.
That is his preferences are not definite and invariable, but instead they may be influenced and also
thoroughly modified by relations he establishes with the other human beings, with the other
people.

“I'We must also admit that the use of absolute moral principles within a theory of individual
behavior presents many problems both of technical and formal order. In fact, if the preferences of a
subject are determined on the basis of those principles, the order resulting has lexicographical
nature, that is, it cannot be represented by a function of utility.

42 Aristoteles, Etica Nicomachea, introduzione Aristotele, Efica Nicomachea, introduzione,
traduzione e parafrasi di C. Mazzarelli, Rusconi, Milano, 1979, IX, 9, 1169b, 18-19, page
398 (a.t.).

43 Heschel A.J .» Who is Man?, Stanford University Press, Stanford, 1965, (ital. transl.: Chi e
I"uomo?, Rusconi, Milano, 1989, pages 63-64).

4 See Sen A., Rational Fools: A Critique of the Behavioural Foundation of Economic Theory, in
Philosophy and Public Affairs, n. 6, summer, 1977.

45 See Smith A., The Theory of Moral Sentiments, A.M. Kelley, New York, 1966. In Smith it takes
on a different and wider meaning than the Italian translation.
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as Smith himself says, he is endowed with the capacity of being one with the
other,*® in a perspective that goes beyond the altruist—egoist dualism.*’

While individual refers to man/woman “considered given to him/herself, closed
in his/her incommunicable and indivisible materiality (in-dividuum), that is incapa-
ble of sharing, (...) Person, instead, refers to man/woman that makes true his/her
own individuality transcending it, that is putting it (or, better, putting him/herself) in
relation with others. The essence of the person then consists in his universality that
is in his being-relational (unum-versus-alia): the person is as much more himself as
he is decentralized and devoted to the others.”** Being in communion, living in
communion means to experiment (perceive) that even though we are many (at least
two, distinct), we are one (united). So that the other’s joy is mine, his pain is mine,
his success is mine, his failure is mine, what he does I did it (and vice versa, what I
do is made by him), and it is really so in that, as an effect of the relation, his being is
inside me, I take it within me (and vice versa) and that makes us different from what
we were before.

In order to properly achieve communion and not a mere companionship or,
worse, totalitarianism, it is needed that:

(a) It develops in freedom, in a reciprocal, circular movement of the two or many,
one toward the other. Communion can be induced or generated, in the sense that
can be the fruit of one’s initiative, but it cannot be imposed, at the cost of losing
its very essence (unity makes free if conjugated with distinction) and its
intrinsic goal, that is, the human flourishing.

(b) It is open to the entrance of new actors, members, considering diversity as a
value, a richness (even if characterized by strong internal relations in order to
achieve, preserve, and develop it).

(c) It is universal, in the sense that it not only takes into account those who
constitute or, in some way, generate it but also takes care of the common
good, the development of networks of social capital.*’

An anthropological perspective that considers human beings as “persons” may
give solid basis to properly consider the corporate social orientation, both in its
essence and operative implications.

46 See Bruni L., Relazionalitd e scienza economica, in Nuova Umanita, n. 111/112, 1997/3-4, Citta
Nuova Editrice, Roma.

47 See Bruni L., Sugden R., Moral Canals: Trust and Social Capital in the Work of Hume, Smith
and Genovesi, in Economics and Philosophy, 2000.

48 Zappala R., Comunismo — Capitalismo — Comunione. Riflessioni in chiave antropologica in
Nuova Umanita, n. 80/81, marzo-giugno 1992, Citta Nuova Editrice, Roma, pages 123-124. See
also Zanghi G.M., Poche riflessioni su la persona, in Nuova Umanita 7/1980.

4 See di Ciaccio S., I fattore “relazioni interpersonali” fondamento e risorsa per lo sviluppo
economico, Citta Nuova, Roma 2004.
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3.4.3 Drivers of Corporate Social Orientation

Considering what said above and in particular the anthropological perspective, it is
important to specify how this condition of communion can be achieved. When we
refer to a person, it should be considered not only in himself/herself but also in
relation with others; in fact the person finds his/her own fulfillment because of the
relation with others, of course, not in every kind of relation, but more specifically
living in communion with others.

So, operating for achieving communion, it is possible to underline three different
kinds of drivers:

¢ Pillars of communion
¢ Instruments (or tools) of communion
e Aspects (or dimensions) of communion

3.4.3.1 Pillars of Communion

Referring to pillars of communion, three elements can be considered: dialogue,
trust, and reciprocity.

Thanks to dialogue, the relationship among persons can be realized. Dialogue
can be more than a simple exchange of ideas. Emotions, feelings, motivations, and
aims, even the most deep spiritual things, can be exchanged when a good dialogue
between people works on. Such a dialogue can be carried on with two attitudes
which can be seriously considered: to listen and to speak.

Listening can be shaped in different ways and on different levels. In fact
listening calls for silence, and it is possible to highlight at least three levels of
silence (in a deeply growing order): (1) the silence of the voice, (2) the silence of the
mind, and (3) the silence of the soul.

The first is the simplest form of listening in which the interlocutor can talk and
express himself/herself without overlapping during talking.

The second one is working when person gives space in his own mind to the
thought of the other trying to understand what the other wants to say. The antithetic
situation—as unfortunately often happens in organizations—can be clearly
illustrated by the following sentence: “I’ve already known what you are going to
say”’; in such a way, a filter is activated which cannot allow the speaker to express in
his own mind and, at the same time, cannot allow the listener to understand
completely what the speaker would like to say actually.

The last form of silence allows the speaker to be received wholly. Not only in
talking to really understand him in his ideas, motivations, and aims but Share with
him His own joys, pains, and troubles and—as it is possible—releasing him. In such
a way, it is possible to activate an open, deep, and comprehensive welcoming of the
other. The speaker feels to be completely welcomed, the listener can live in his own
skin what the speaker is living, and both of them can feel in some way as one. It can
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be seen that this kind of listening isn’t only passive (something that has not to be
done) but calls for an active attitude (trying to be one with the other, really).

Speaking and listening can be considered two faces of the same coin which
dialogue is. So, if silence constitutes the core of listening, it is very important
speaking. Even speaking can be put in practice in different ways and intensity.
Speaking can express a thought as it comes out from the mind, unrelated with the
other, and without affecting the other. The speaking can become a bridge between
the other for sharing ideas, feelings, and what is deep in mind and/or soul.

In order for a dialogue to really work, it is required that people involved in it are
considered in an ontological condition of parity. Otherwise they can be forced to set
a mise-en-scene that is everything but a true dialogue.

It is considered important, in this sense, to underline the role played by trust.>
According to John Locke, trust is that “vinculum societatis™" (i.e., “social obliga-
tion, social relationship”) without which even the most elementary forms of social
life would be critically limited. Just think about all those acts we perform every day,
without reflections, but that involve an attitude of trust. It is possible to see this
disposition even in business relations. It has been observed, for example, that
“businessmen often prefer to go by their own ‘word of honor,” their handshake,
the ‘common honesty and respectability,” even when the transaction implies the
exposition to serious risks”>? in the exchanges between firms, as well as in the
interactions within the firm itself.

It has also been highlighted that, in order for a relation based on reciprocal trust
to be established, it is necessary the subject who trusts, that is, who decides first to
put himself in the other’s hands, makes this choice—on the level of the being—as
equal with the other subject, without hidden 