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ABSTRACT

This thesis is concerned with exploring and assessing CSR and accountability
practices that are regarded as part of the stakeholder engagement initiatives of five
case organizations operating in the Malaysian unit trust industry. The case
organizations consist of four unit trust management companies (UTMC) and one unit
trust self-requlatory organization (SRO). The empirical content of the paper is
derived from a series of semi-structured interviews, along with a comprehensive
analysis of documentary sources and observation of organisational CSR and
accountability practices. The empirical evidences were evaluated against an idealised
model of stakeholder engagement. The model was developed in this study to
differentiate between CSR and accountability practices undertaken due to authentic
felt responsibilities, symbolic purposes, strategic advantage or the business case. The
model was constructed from the interaction of two dimensions, with the first
dimension from a typology of CSR and the second dimension from a typology of
accountability practices, constructing four broad categories of stakeholder

engagements.

Firstly, the results reveal that the main CSR initiative of the case organizations is the
voluntary financial education program for the public and the investors. Secondly, it is
found that only one case organization provides accounts on social and environment
through its CSR report. Thirdly, the empirical evidence suggests that the case
organisations used the similar engagement practices for a range of different reasons,
which included strategic and/or symbolic purposes. However, in some cases, the
practices were associated with a mixture of concern for ‘others’ and their own

business interest (Roberts, 2003, Shearer, 2002).

The research is based on an analysis in a specific context which may limit its wider
applicability. The analytical framework developed in this study is an attempt to
understand the often complex relationship between CSR and accountability practices,

particularly in the financial sector and in the Malaysian regulatory context.
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CHAPTER 1: INTRODUCTION

“...when corporations do good things only to help
themselves, there is a profound limit on just how
much good they can do in fostering better
relationships.” (Lehman, 2007, p.174)

1.1 Introduction

This study explores the often complex relationship between corporate social
responsibility (CSR) practices and accountability practices. This investigation is both
theoretically and empirically grounded, which leads to a conceptual model that can
be used to understand the inter-connectivity of CSR and accountability practices
undertaken by organisations. The theoretical exploration of CSR and accountability
extends beyond economic and legal forms of responsibility (Dixon et al., 2006) and
incorporates practices with the potential to encourage for-profit organizations to be
more concerned about ‘the others’ than ‘the self” (Roberts, 2003, Shearer, 2002).

This thesis is built on the assumption that authentic CSR and accountability practices
can deliver or create better relationships between organizations and society that will
benefit all in the long run. Authentic CSR and accountability practices have the
potential to rectify the power imbalance between corporations and society (Lehman,
2007, Roberts, 2003) and address some of the social costs arising from the activities
of for-profit organizations. Both CSR and accountability practices are considered to
be means of engaging with different stakeholder groups and incorporate a diverse set
of practices. These diverse practices range in terms of their inclusiveness and
transformative potential. In order to make sense of the prior research literature and
allow an evaluation of organisational practices, this thesis develops a conceptual
model that integrates elements of CSR research, accountability research and
stakeholder engagement research (see Figure 1.1.)



This conceptual model enables the evaluation of the different CSR and accountability
practices from a stakeholder engagement perspective. Further details on the
construction of this model are provided in both Chapter 3 and Chapter 4. This model
incorporates a wide spectrum of organisational practices, the motivations
underpinning these practices, intended stakeholders and their transformative
potential. The model allows the researcher to assess whether any particular
engagement activity (action or account) is authentic, symbolic and/or strategic
(Roberts, 2003, Burke and Logsdon, 1996).

The empirical exploration of CSR and accountability practices is based on five case
organizations involved in the Malaysian unit trust sector. These cases include four
unit trust management companies (UTMC) and the industry self-regulatory body.
These case studies identify the range of CSR practices undertaken, the range of
accountability practices, exploring the relationships between these practices and the
motivations underpinning these activities. The accountability and CSR practices are
evaluated in terms of their transformative potential in the Malaysian social, political
and economic context. Of particular interest were the voluntary financial education
practices which appear to have the potential to be effective mechanisms of

discharging the social responsibilities of the case study organisations.

Although there are a number of similarities in the case study organisations, there are
also a number of significant differences. Hence, this may illustrate the importance of
particular organizational features in shaping the complex practices associated with
discharging social responsibilities and accountability duties. The aim of this thesis is
not to restrict the examination of CSR and accountability to a set of technical
procedures or regulatory compliance. Instead, the aim is to explore the different ways
in which the case study organisations attempt to discharge their felt responsibilities
to others through their social responsibility activities and accountability duties. As
part of this examination, particular attention will be paid to the theoretical and

empirical distinction (and similarities) between CSR and accountability practices.



Figure 1.1 The Idealised Stakeholder Engagement Model
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This study is motivated by several reasons that will be discussed in the following

section.

1.2 Motivation of the Study

This study was initially motivated because of personal interest in the Malaysian Unit
Trust Market which has a number of unique and important characteristics. This initial
motivation was confirmed following an initial literature review that identified some
potentially interesting conceptual and empirical gaps in relation to CSR and

accountability practices.

1.2.1 Uniqueness of the Research Setting

The Malaysian unit trust industry is intertwined with the current state of and
historical development of Malaysia’s economic, political and social systems. The
contemporary importance of the unit trust industry in Malaysia can be traced back to
the ethnic riots in 1969. In 1970, following a period of intense conflict, the
Malaysian government introduced the New Economic Policy (NEP) as an integral
component of the Second Malaysia Plan. This plan had the goal to achieve national
unity, stability and long-term economic prosperity and was designed to rectify the
economic imbalance existing among Malaysia’s ethnic communities, namely the
Bumiputera® and non-Bumiputera. This imbalance was largely attributed to the
political and administrative systems that existed prior to Malaysia gaining
independence and also, the socio-economic dynamics of the complex multiracial
society present during pre-independence (Permodalan Nasional Berhad [PNB], 2001,
p.52).

The unit trust investment model was one of the mechanisms intended to achieve the
objective of the NEP. The Malaysian unit trust investment sector was managed
through a three-tier structure of government/government agencies/companies, in

order to promote and increase share ownership in the corporate sector among the

! The term comes from the Sanskrit word bhumiputra, which can be translated literally as "son of
land" (bhumi= earth or land, putra=son). It is also translated as "sons of the soil" which refers to
Malay and "indigenous peoples” (Article 160(2)), natives" of Sarawak (161A (6) (a)), and natives of
Sabah (Article 161A (6) (b)).


http://en.wikipedia.org/wiki/Sanskrit
http://en.wikipedia.org/wiki/Orang_Asli

Bumiputera. This innovative investment model was intended to ensure the retention
of shares in Malaysia, the cultivation of a savings culture and the development of
entrepreneurship and investment skills in the Bumiputera community. It also resulted
in a greater democratization of the capital markets in Malaysia with both rural and
urban Bumiputera participating in corporate business through this saving-investment

model (Securities Commission Malaysia, 2004, p.15).

Central to the success of NEP was to grow levels of domestic savings. The way in
which the Malaysian economy recovered from the 1997/1998 Asian economic and
financial crisis and the 2007/2008 global financial crisis, provided evidence of the
importance of high levels of domestic savings in creating a resilient economic
systems (PNB, 2001). The resilience of the Malaysian economy provided strong
justification for the Malaysian government’s serious and continuous efforts in
mobilizing household savings into the capital market through the unit trust industry
(Securities Commission Malaysia, 2010b, 2011a). The apparent effectiveness this
model of capital formation in a developing economy was a major factor in choosing

this topic for further study.

Over time the Malaysian unit trust industry has become more ‘colourful’ and
competitive via the growth of private-sector UTMCs which now issue and sell unit
trust funds to all Malaysians. Largely due to the initial success of the unit trust model
the federal-government’s UTMC have issued unit trust funds that are now sold to

both Bumiputera and non-Bumiputera.

However, the success of the UTMC in widening saving and investment practices has
also created another set of problems. The Securities Commission Malaysia (SC
Malaysia) highlighted the major regulatory challenge arising from the general
public’s limited understanding of why and how to participate effectively in the unit
trust investment markets (Securities Commission Malaysia, 2004). SC Malaysia has
received many complaints regarding unsatisfactory retail sales practices where sales
personnel (especially agents) have verbally guaranteed large returns, by not
disclosing the risk of a fund and also, providing superficial, improper and conflicting



advice to clients (Securities Commission Malaysia, 2010b). Many of the individuals
participating in unit trusts are ‘amateur’ investors (Clark-Murphy and Soutar, 2004),
members of the public who experience difficulties making informed investment
decisions and may be influenced by advertising and promotional materials provided
by UTMC or their agents (Diacon and Hasseldin, 2007). There is a perceived lack of
relevant, reliable and timely information for individuals when making investment
decisions. This is particularly important given the social role (and associated social

responsibilities) of the Malaysian unit trust sector.

However, even if this information was available, SC Malaysia noted that there are
investors who do not fully comprehend the nature of unit trust investments as the
level of financial literacy among Malaysian investors is under-developed. SC
Malaysia has stressed the importance of raising the level of investor awareness on
fundamental investing principles (Securities Commission Malaysia, 2004, 2007,
2008, 20094, 2010a) .

SC Malaysia has issued various acts and compulsory guidelines in order to protect
investors and ensure a ‘healthy’ investment environment. The industry regulator has
created a regulatory regime where non-conformance may lead to stiff penalties.
Given these stringent legal requirements the Malaysian unit trust industry can be
regarded as highly regulated and closely supervised. Within this regulatory regime,
formal/ legal responsibility and accountability requirements dominate (Gibbon, 2010,
Chisolm, 1995) and is mainly discharged through compliance with the reporting and
disclosure requirements of the UTMC to investors and SC Malaysia.

However, the usefulness of these formal legal accounts to investors and potential
investors is contingent of their ability to understand these technical financial
accounts. These technical financial documents are not seen as useful in creating
awareness of the UTMCs or their product or creating confidence as to the merits of
unit trusts as a saving-investment vehicle among the general public. One of the main
challenges to the unit trust sector is creating this awareness and securing the

confidence of existing and future clients.



Some industry participants have undertaken a number of voluntary CSR and
accountability initiatives, in addition to those prescribed by law or regulations. A key
objective of this thesis is to evaluate the nature and effectiveness of these
engagement initiatives to determine whether they are purely profit-driven to benefit
the business or are they authentic examples of CSR or practices of discharging

accountability in order to transform Malaysia.

1.2.2 Conceptual and Empirical Gaps

There is little academic research that examines the issues surrounding the social and
environmental responsibilities of unit trust management companies and their
accountability for these responsibilities. The main concerns of the existing literature
has been the mandatory disclosure of the social consideration employed by
investment managers in portfolio construction (Haigh, 2006), the performance of
socially responsible mutual funds (Statman, 2000) and the interest of fund managers

in social responsibility information (Buzby and Falk, 1978).

Far less attention has been given on the social and environmental responsibilities of
fund managers and their accountability for these responsibilities. Consequently, little
is known about unit trust industry managers’ corporate social responsibility and
reporting, and the accountability practices for these responsibilities. Therefore, it is
argued that it is important to empirically investigate how financial sector
organizations, in particular Malaysian UTMCs perceive and discharge their social
responsibility and accountability to stakeholders. Filling this empirical gap is an
important justification for the selection of the research questions addressed in this

study.

Prior research has been carried out on CSR and accountability practices in a range of
other sectors in order to understand and explain CSR initiatives and accountability
processes and practices. In the research literature a number of different, sometimes

contradictory, theories have been developed in order to explain and understand such



practices. A number of CSR and accountability theories or conceptual models that
have been developed include, for example, Carroll (1979), Roberts (1991, 1996,
2003), and Gray et al., (1996).

However, it is argued that this prior research has tended to explore CSR and
accountability separately and there has been limited development in integrating these
two phenomena/conceptions together, despite the extent of the overlap of these
practices. Theorising and observing an organizations’ CSR and accountability
practices together as means of stakeholder engagement might provide richer and
broader understanding of these phenomena. The gap(s) that have been identified here
and in the previous sections justify the selection the research questions of the study.

To help fill these gaps, this thesis is concerned with exploring and assessing CSR and
accountability practices that are regarded as part of the stakeholder engagement
initiatives of five case organizations operating in the financial sector in Malaysia.
This thesis concentrates on the reflexive relationships amongst responsibility and
accountability practices of the UTMC, statutory regulator, self-regulatory body and
key stakeholders in the Malaysian unit trust industry, including consideration of
stakeholders without formal levers of power. Central to this study is an evaluation of
a range of CSR and accountability practices in an attempt to gain some insights on
how these practices have been used, authentically or strategically/symbolical, by the

case organizations to engage with the stakeholders.

The Malaysian unit trust industry provides an opportunity to examine the practices of
discharging social responsibility and accountability through voluntary practices (i.e.
financial education initiatives) and reporting in an industry where social
responsibility and social impact is considered important and legitimate. An additional
motivation for this particular study comes from the researcher’s experience as a unit
holder in two unit trust funds. The objective of conducting this research will be

explained in the next section.



1.3 Research Objectives

This research aims to explore and understand the way key players in the Malaysian
unit trust industry understand and practice their social responsibility and
accountability by focusing on how they discharge this responsibility and provide
accounts of this responsibility to the clients (Dixon et al., 2006), the public
(community) (Hudson, 2000 as cited in Taylor and Warburton, 2003) and other
stakeholders through the provision of voluntary financial education and other CSR

and account-giving mechanisms.

It is the goal of this research to contribute to the understanding of the nature and
practice of CSR and accountability (the lived phenomena) in the unit trust industry in
Malaysia by drawing upon the insiders’ perspectives rather than to generalize beyond
the context (O’Dwyer and Unerman, 2007, Stake, 2005).

Specifically, the purpose of this study is to firstly, develop an integrating conceptual
understanding of CSR and accountability practices based on stakeholder
engagements. Secondly, this study aims to investigate (action- and account-based)
stakeholder engagement initiatives in the case organizations. Thirdly, it attempts to
observe empirically how organizations involved in the Malaysian unit trust market
undertake CSR initiatives and accountability practices. Fourthly, to evaluate CSR
and accountability practices using the stakeholder engagement model developed

during this study.

This study develops an idealised model of stakeholder engagement constructed from
the interaction of two dimensions. The first dimension is constructed from a typology
of CSR and the second dimension from a typology of accountability practices. The
interaction of these two typologies is used to construct four broad categories of
stakeholder engagements which are represented as quadrants in the model. The four
generic categorisations of stakeholder engagement attempts to differentiate between
CSR and accountability practices undertaken due to authentic felt responsibilities,
strategic advantage or the business case and/or symbolic purposes. This model is
argued to provide a generic analytical framework which is able to evaluate CSR and



accountability practices in a range of different contexts and its usefulness is

demonstrated by its application to the Malaysian Unit Trust market.

This study seek to provide additional empirical evidence, building on previous
studies that emphasised the importance of exploring the consequences of CSR and
accountability practices in order to infer or assume motivations and evaluate the
effectiveness of these processes and practices (Roberts, 2003, Sklair and Miller,
2010). By exploring, explaining and evaluating the case organizations’ CSR
initiative such as the education initiative, this study empirically contributes to the
critiques that identify CSR and accountability practices as limited in what it currently
achieves and in terms of its rhetoric about taking responsibility and discharging
accountability to the society (see, for example Roberts, 2003, Unerman and Bennet,
2004, Greenwood, 2007, Sklair and Miller, 2010).

1.4 Research Questions

The research questions of this thesis are concerned with how social responsibility
and accountability could or would be authentically discharged within corporate
sector organizations such as UTMC and whether CSR programs such as the
voluntary financial education initiatives and CSR report might be one way of
enabling this to happen. Broadly, the research questions relate to (i) case
organizations’ perceptions of the scope of their social responsibility and
accountability duties; as well as (ii) case organizations’ initiatives in broadening their
responsibility and accountability practices beyond economic and legal forms of
responsibility and accountability. The following questions contextualize the research:
Q) How do the case organisations engage with stakeholders and what
mechanisms are used in such practices?
(i) What types of CSR initiatives and accountability practices have been
undertaken by the case organisations?
(iii)  Are the CSR initiatives and accountability practices undertaken to
discharge the case organisations’ social responsibility and accountability

or to advance their hegemonic/business interests?
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1.5 Context of the Study

The focus of the study is the Malaysian unit trust industry. Malaysia’s unit trust
industry is a significant component of the financial/capital market of Malaysia.
Having grown five-fold over the last decade the unit trust industry is by far the
largest component within the collective investment scheme (CIS) industry (Securities
Commission Malaysia, 2011c)®>. The industry net asset value (NAV), which
surpassed the RM200 billion-mark in 2010, stood at RM241.08 billion® at end of
August 2011 as compared to only RM43.3 billion* at the end of 2000. This figure
represents nearly 20 percent of the NAV of Bursa Malaysia Market Capitalization

(Securities Commission Malaysia, 2011b).

Assuming the trends will continue, the industry assets under management is expected
to grow from RM377 billion® to RM1.6 trillion® over the next 10 years with industry
penetration rate likely to almost double from 18 percent to 34 percent over the same
period (Securities Commission Malaysia, 2011c). Individual investors and
enterprises make use of unit trusts as a mechanism to invest in portfolio shares,

bonds and other income yielding investments (MASB ED 26, paragraph 53).

The Malaysian unit trust industry was the largest domestic unit trust industry in the
ASEAN region with a growth rate of 39 percent in 2007 and it continues to hold the
biggest share in the region in terms of mutual funds and assets under management
(Securities Commission Malaysia, 2008b). In brief, the unit trust industry has been a
remarkable success story for Malaysia in terms of mobilizing domestic household
savings and as an important policy instrument in the redistribution of the country’s

economic wealth (Securities Commission Malaysia, 2004, PNB, 2001).

The Malaysian unit trust industry, through Federal Government unit trust funds, has
been one symbol of economy and political struggle of Bumiputera in securing and

maintaining their rights, particularly, economy sources and country wealth. Unit trust

% This is the latest statistic available during the time of study.

® Equivalent to GBP48.216 billion (assuming the exchange rate is RM5 = GBP1)
* Equivalent to GBP8.66 billion (assuming the exchange rate is RM5 = GBP1)

® Equivalent to GBP75.4 billion (assuming the exchange rate is RM5 = GBP1)

® Equivalent to GBP0.32 trillion (assuming the exchange rate is RM5 = GBP1)
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funds have also been regarded as one important means in cultivating savings and

investment habits among Bumiputera in particular and Malaysians in general.

1.6 Research Approach taken in this Thesis

The approach to this subject is broadly interpretative. It is worthy to note that the
term CSR remains a tricky, puzzling and unresolved question (Moir, 2001, Dunne,
2008). Similarly, the meaning of the term accountability has changed and evolved in
several directions (Hanberger, 2006, Mulgan, 2000, Sinclair, 1995) and will be
constantly changing (Gray et al., 1996) and Sinclair (1995) opines that accountability
is subjectively constructed and changes with context. She added that this will be

enhanced by recognizing the multiple ways in which accountability is experienced.

In line with this perspective (e.g. of Sinclair, 1995, Gray et al., 1996) the researcher
holds a view that the meaning and conception that people have about CSR and
accountability may vary from one person to another due to different backgrounds
such as experience, belief, values and context and may be shaped via interaction with
others. Therefore, the meaning and conception of CSR and accountability can be
both multiple and subjective. Consequently, it may affect the ways they define and
discharge CSR and accountability.

The researcher believes that the form of responsibility and accountability and how
they are discharged can be understood through understanding how these two
concepts are constructed by those who are held accountable in the industry.
Therefore, this study focuses on meanings that the industry participants hold about
the concept of CSR and accountability and ways of discharging it (Easterby-Smith et
al., 2000), in order to understand and evaluate the phenomena being studied. The
research process is inductive in nature, as findings from the study may contribute to
the development of theory(ies) (Morgan and Smircich, 1980) that are employed to
explain and evaluate the case organizations’ CSR and accountability practices as
symbolic, strategic or authentic (Roberts, 2003, Burke and Logsdon, 1996, Porter
and Kramer, 2006, Sprinkle and Maines, 2010).
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As this study attempts to understand in depth how CSR and accountability emerges,
develops and is practised through case organizations’ CSR and accountability
practices in the context of financial sector in Malaysia (unit trust industry), a case
study approach was determined to be the most appropriate research method (Morgan,
1988, Yin, 2009). Yin (2009) argues that one unique strength of this approach is that
it can deal with multiple sources of data. Data gathered from semi-structured
interviews were used to address the research question regarding (i) case
organizations’ perspectives or views of their social responsibility and accountability
scope as well as (ii) case organizations attempts to discharge social responsibility and
accountability. Evidence gathered from document review and observation, then, was
required in order (i) to corroborate the interview data as well as to (ii) make
inferences (Yin, 2009).

1.7 Research Processes

Research work commenced by an attempt to describe and evaluate the regulatory
framework as well as exploring the general performance and reporting practices of
the unit trust industry in Malaysia. This work is considered essential in providing
basic and key background of the industry. Then, two preliminary studies were
undertaken through a desk survey of a sample of different documents related to the

industry and its players.

Results from both the preliminary studies were then used to refocus the study and in
the selection process of the case organizations and the interviewees. At the same
time, the relevant documents were gathered and analysed by applying the common
themes from the interview data for corroboration purposes. Taking into account
findings from the previous stage, the focus of the study was slightly changed and
accordingly the second phase of interview session and a direct observation at the
Malaysian Unit Trust Week 2011 were undertaken to help construct a better picture
of issues being researched. This was then followed by a second phase of
documentation analysis of additional or new documents. All these were then

integrated and synthesized together. Taking into account the recommendations from
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the thesis examiners, data was reanalysed and reinterpreted based on the new

theoretical framework developed in chapter 3.

1.8 Empirical Findings, Limitations and Conclusions: A Short
Note

Table 1.1 summarises the research questions and the empirical findings of this study.
Firstly, it is documented that various mechanisms have been used by the case
organizations to engage with the stakeholders that include both action-based (CSR)
and account-based (accountability) engagement which includes informal
conversations (Munro and Mouritsen, 1996) between unit trust consultants and unit

holders, together with the voluntary financial education initiative.

Secondly, evidence suggests that the main CSR initiative of the case organizations is
the voluntary financial education program for the public and the investors that have
been undertaken in various forms and means. With regards to account-based
(accountability) engagement, while evidence indicates that all case organizations are
in compliance with reporting requirements, only one case organization, FGU,

provides accounts on social and environmental through its CSR report.

It is also observed that Malaysia’s unit trust industry emphasizes formal, mandatory
and externally-driven accountability. The issuance of various acts, guidelines and
standards by the industry regulators indicates that the business activities and
operations of the industry players is closely governed and monitored. The mandatory
requirements to issue and register mandated reports and disclosure, such as the
fund’s annual and interim report to the fund holders as well as online monthly
reporting to the industry regulator are crucial means of accounts-giving (Ebrahim,
2003b) in the industry. These mandatory reports, while in full compliance with the
SC Malaysia reporting and disclosure requirements, however, provide very little
voluntary — non-financial, social — information. Therefore, this might be not enough
to understand what goes on in the case organizations for the different stakeholders as

the mandated reports are not sufficient themselves.
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Thirdly, evidence suggests that the voluntary financial education initiative in some
ways, demonstrates an authentic, pure motivation and intention of some case
organizations in discharging social responsibility to investors and the general public

by educating and equipping them with necessary financial and investment

knowledge.

Table 1.1 Summary of research questions and findings

Research Questions (RQ)

Summary of Findings

RQ1:
How do

organisations engage with

the case

stakeholders and what

mechanisms are used in such

Evidence suggests that the case organizations’
stakeholder engagement took two broad different
forms that are action-based (CSR) and account-
based (accountability) which involve the use of

practices? various formal and informal mechanisms for
different stakeholders.

RQ2:

What types of CSR | Evidence suggests that the main CSR initiatives

initiatives and accountability

have been

by
organisations?

practices

undertaken the case

of the case organizations is the voluntary
financial education program for the public and the
investors that have been undertaken in various
forms. While evidence indicates that all case
organizations are in compliance with reporting
requirements only one case organization, FGU,
provides accounts on social and environmental

through its CSR report.
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Table 1.1 Summary of Research Questions and Findings (continued)

Research Questions

Summary of Findings

(RQ)
RQ3:
Are the CSR | In general, evidence suggests that the CSR and
initiatives and | accountability practices for three case organizations,
accountability FGU, SBSU and SSU are authentically/responsibly
practices undertaken | undertaken to benefit intended broad range of

to discharge the case
organisations’  social
responsibility and
accountability or to
advance their
hegemonic/business

interests?

stakeholders. In particular, dependent upon several
characteristics, this study argues that the voluntary
financial education initiative has a potential to enable the
case organizations to discharge social responsibility. The
characteristics or elements that might contribute to
authentic CSR and accountability practices are ‘genuine’
motivation (to bring about change e.g. redistribute
wealth in favour of the poor), appropriate mechanisms,
and addressing a broad range of stakeholders regardless
the power relations between the organizations and

stakeholders.

Considering the competitive environment of the industry, however, it is hardly
surprising to observe that this initiative has been used by some case organizations to
serve their own business interests. Indeed, as indicated by the evidence, this
voluntary financial education initiative has been utilized or marketed by some of the
case organizations mainly for strategic/symbolic purposes (Roberts, 2003, Sklair and
Miller, 2010). The voluntary financial education initiative has also been used in
securing the case organizations’ business (Roberts, 2003, Sklair and Miller, 2010) by

creating and recreating confidence, trust, as well as supports from the — powerful and

influential — stakeholders.
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On the other hand, it is argued that the relationship between the conception of CSR
and accountability and the mechanisms is reflexive in nature as both inform, and are
informed by each other. The finding of this study, however, suggests that motivation
or intention that drives a person or an organization to undertake an action is vital in
determining the form(s) of responsibility and accountability that can be associated
with such practices. The finding also shows that there is a separation between the
motivation or intention and the actual actions. Hence, it is inadequate to infer
motivation of any actions by merely based on observation of the actions. The
difference in the case organizations’ main motivation in undertaking the same
initiative, therefore, indicates the importance to examine the substance rather than the
form of the actions in order to identify ‘authentic’ CSR and accountability practices
(Lehman, 1999, Roberts, 2003, Greenwood, 2007).

In particular, by depending upon several characteristics, this study argues that the
voluntary financial education initiative has a potential to enable the case
organizations to embrace a broader conception of responsibility by discharging social
responsibility. The characteristics or elements that might contribute or lead to this are
‘genuine’ motivation and intention. Additionally, appropriate practices and
mechanisms and addressing the stakeholders without discrimination or bias might
also contribute to this.

The examples drawn from the case studies illustrate that CSR and accountability
initiatives such as the voluntary financial education initiative is a social process,
producing a partially socially constructed portrayal of the case organizations, and
showing how various pressures such as economic, politic and social pressures
influence, for example, the motivation underlying the CSR and accountability

initiatives undertaken by the case organizations.

Finally, it is worthwhile to note that this study was carried out based on a Malaysian
hybrid of the market economy - social welfare, in a developing country context. As
this study focuses on the CSR initiatives and accountability practices of the case

organizations within this particular governance approach some of the conclusions
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may not be transferred to other countries. It is acknowledged that the study context is
specific (financial sector in Malaysia) and is based on a particular philosophy of
governance which is not universal. The case organizations’ CSR and accountability
practices and mechanisms are evaluated within this particular worldview and it is
beyond the scope of this thesis to discuss the appropriateness of this political
governance regime. The researcher does not see this governance approach is
substantively problematic although it could be improved. Hence, it is not the

objective to propose changes to the current system of governance in this study.

1.9 Structure of the Thesis

By providing a brief overview of each chapter including its aims and how these aims
are fulfilled, the reader will be able to gain an initial understanding of the existing
links between each chapter and how these are integrated and connected to the
ultimate objective of this thesis; an exploration and evaluation of CSR initiatives and

accountability practices in the context of the Malaysian unit trust industry.

Chapter 1: Introduction

The aim of this chapter is to introduce the thesis. This is done by stating the
motivation or rationale of this study, together with the research objectives and the
research guestions. In addition, the introduction also provides a brief account of the
study context, the research methodology and methods employed, as well as the
research process. A brief discussion of the main findings and conclusions is also
presented. This chapter ends by explaining the structure of this thesis.

Chapter 2: Business and society - Corporate Social Responsibility (CSR)

Chapter 2 provides a depth discussion on the concept of corporate social
responsibility (CSR) and aims to develop an understanding of different conceptions
and approaches to CSR and the links between (i) CSR, accountability and
stakeholder engagement and (ii) the different philosophies underpinning these

approaches with the methodology used within the thesis.
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Chapter 3: Concepts of accountability and theoretical framework development

Chapter 3 provides a depth discussion on the concept of accountability in different
contexts. For example, market, public as well as NGO/third sector accountability.
Similar with chapter 2 this chapter aims to develop an understanding of different
approaches to accountability and the links between (i) accountability, CSR, and
stakeholder engagement and (ii) the different philosophies underpinning these
approaches with the methodology used within the thesis. This is then followed by
development of the theoretical framework based on (normative) attributes of CSR
initiatives (Chapter 2) and accountability (Chapter 3) processes and mechanisms that

are regarded as part of organizations’ stakeholder engagement.

Chapter 4: Research methodology and methods

Chapter 4 discusses the research philosophy adopted in this study as well as the
research methods used to gather and analyse the associated data. First, the research
philosophy (ontology, epistemology and methodology) employed in this study is
explained. This is then followed by an explanation and justification of the research
approach/design adopted as well as the research methods employed in collecting and
analysing the data in this study. This section also covers issues on the research
methods which include the choice of cases as well as the challenges or problems of
accessibility. This is then followed by the discussion on the associated methods of
conducting interviews and methods of analysing interview data, documentation

review and observation.

Chapter 5: Cultural, economic and regulatory environment of Malaysia, and the

Malaysian Unit Trust Industry

This chapter aims to describe the general situation in Malaysia and the unit trust
industry background and framework. Additionally, this chapter attempts to explore
and describe the population of Malaysia, the national language, culture, ethnicity,

economic conditions and the regulatory bodies involved in monitoring the Malaysia
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capital market (especially the unit trust industry). All these aspects are important for

rationalizing the empirical findings revealed in the empirical chapters.

Chapter 6: Descriptive findings of investigation into Malaysian unit trust industry

The aim of Chapter 6 is to present the empirical findings in the form of a rich
description in order to illustrate, present and discuss the main issues observed within
the case organizations. Firstly, findings from two preliminary studies are presented
and discussed. Explanation on how the preliminary findings have influenced/directed
the focus of the study is provided. Next, several significant issues relating to the
industry that were discussed by several interviewees are also presented and
discussed. This is then followed by a discussion relating to SC Malaysia’s financial
education efforts and the main issues of each of the case organizations. Common
issues or themes identified relate to voluntary disclosure and CSR activity

particularly voluntary financial education initiatives.

Chapter 7: CSR initiatives, accountability mechanisms and economic responsibility

& accountability

Chapter 7 starts with analysis and discussion on issues or themes relating to CSR and
the voluntary financial initiatives of the case organizations. It then presents and
discusses meanings as well as means of accountability from the perspective of the
interviewees which then is followed by a discussion over the case organizations’
accountability mechanisms. The chapter also provides analysis of the key
stakeholders of the case organizations. This chapter ends with discussion on
economic responsibility and accountability practices in the industry as a form of
responsibility and accountability which is dominant in the industry through the

existing, and enforcement of, various legislations requirements by the regulators.
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Chapter 8: Engaging the stakeholders - Embracing social responsibility or advancing

economic agenda

The aim of Chapter 8 is to report, theorize as well as evaluate empirical findings of
the case organizations by employing the idealised stakeholder engagement model
developed in Chapter 3. This chapter starts with discussion on the stakeholder
engagement initiative of the case organizations which involve CSR programs, events,
activities and accountability practice. This is then followed by a detailed analysis and
discussion over evidence that might help to determine the (possible) underlying
motives of the engagement initiatives of the cases mainly through the voluntary
financial education initiatives. The chapter concludes by discussing the expected or
possible impacts of the voluntary financial education initiatives.

Chapter 9: Conclusion

This chapter provides further discussion and overall conclusion on the key findings
as well as highlighting the theoretical and empirical contributions of the study. In
addition, the policy and practice implications of the findings are discussed in detail.
This chapter also stresses the uniqueness and limitations of the study, providing some

recommendations for future research.

Figure 1.2 outlines the structure of the thesis.
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Figure 1.2 Thesis structure
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1.10 Summary

This chapter introduces the thesis. This thesis concentrates on the responsibility and
accountability relationship, focusing on CSR and accountability practices, between
the case studies which are the unit trust management companies and the self-
regulatory body in the Malaysian unit trust industry with their stakeholders that are
without formal levers of power. The research reported in this thesis was undertaken

using a case study approach.

The main motivation or rationale for this research is to explore and evaluate the CSR
and accountability practices and mechanisms of the case organizations and whether
these initiatives such as the voluntary financial education initiatives might be one
way of enabling them to discharge social responsibility. In addition, the motivation
to carry out this study was built on the researcher’s experience as a unit holder in two

unit trust funds.

Three research questions are addressed in this study. This is followed by a brief
summary of the research approach, methodology adopted and employed in this study
which will be explained in greater detail in Chapter 4. A very brief discussion of the
main findings and conclusions are then provided before proceeding with some
discussion on the structure of the thesis which briefly summarizes the rest of the

thesis. The following chapter will give a review of the CSR literature.
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CHAPTER 2: BUSINESS AND SOCIETY - CORPORATE
SOCIAL RESPONSIBILITY (CSR)

2.1 Introduction

The purpose of this chapter is to provide an in-depth discussion on the concept of
corporate social responsibility (CSR) and aims to develop an understanding of
different conceptions and approaches to CSR and the links between (i) CSR,
accountability and stakeholder engagement and (ii) the different philosophies
underpinning these approaches with the methodology used within the thesis. Input
from this chapter will be integrated with material in Chapter 3 to develop a

theoretical framework that is undertaken in Chapter 3.

For such purpose, this chapter is organized as follows: Section 2.2 provides a brief
background to a business and society relationship while Section 2.3 discusses CSR
concept thoroughly and critically to include discussion over different definitions,
approaches and how it links and overlap with accountability concepts. Section 2.4
discusses factors that drive organizations to undertake CSR. Meanwhile Section 2.5
discusses theories that are commonly used to explain CSR. Section 2.6 provides
discussion over CSR, stakeholder engagement and how these two concepts are

related. This is then finally followed by Section 2.7 which summarizes the chapter.

2.2 Business and Society

There are two primary constituency groups as far as the economic sector is
concerned, business and citizenry or society. The corporation and its constituencies
are interconnected members of an ongoing community, with an obligation to act
responsibly toward one another. On one hand, it is argued that the relationship
between business and society is subject to continual renegotiation. On the other
hand, there is idea that business responsibility is an end state or a goal to be strived
for (Blowfield and Murray, 2011).
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Society, whose will is enacted through state, grants rights and accepts associated
responsibilities. The state creates and sustains corporations by providing the
necessary infrastructure such as security, regulation, judicial system and education.
This is done generally through some sort of property ownership arrangements,
society grants organization’s management the right to use its economic assets
consist of natural, human, financial and technical asset. These assets are used by the
organization to provide goods and services and employment opportunities for the
citizens (Dillard, 2010, p.8).

The relationship between business and society, however, is complex, dynamic and
far from settled. The businesses have been labelled as a body without a soul
(Banerjee, 2008) that is merely concerned with pursuing private profits (Sklair and
Miller, 2010). In the name of economic wealth and performance, there are
businesses which are willing to do anything at any price, although it may cause
disastrous effects to the surrounding. This unethical action has been argued as one
of the key reasons behind the increasing criticisms over businesses in terms of social

and environmental effects (Caroll and Buchholtz, 2003).

Hence, the idea of CSR that emerged in the mid-twentieth century has been
argued as an attempt to create a soul for the corporate body based on its
obligation to society by doing good to do good (Banerjee, 2008, p.15). On the
other hand, Caroll and Buchholtz (2003) claim that criticisms over business
which have resulted in increased concern for in terms of social effects and this
has changed the nature of the social contract that has sparked business
assumption of CSR.

CSR has been defined in many ways. One of the common definitions of CSR is
encompassing the economic, legal, ethical and discretionary expectations that
society has on organizations at a given point in time (Carroll, 1979, p.500).
CSR also refers to corporate commitment to ethical behaviour, particularly in
relation to social justice and environmental sustainability (Sklair and Miller,
2010, p.473). In an attempt to explore and understand this concept the
following section provides further discussion on CSR.
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2.3 Corporate Social Responsibility (CSR)

CSR has expanded considerably in recent decades, although there is evidence of
some businesses acting responsibly towards society which have existed for centuries
(Carroll, 1999, Freeman et al., 2010). Frederick (1994) identified a discourse on CSR
as early as 1913. However, it was generally accepted in the research literature that
CSR, as it is currently understood, has largely emerged around 50 years ago
(Carroll, 1999, Holmes, 1976). CSR is typically associated with theories of
organizational legitimacy (Benston, 1982) and with social contract theories (Moir,
2001, Gray et al., 1988). Both of these theoretical approaches view corporations as
accountable to three groups — shareholders, stakeholders, and society in general
(Benston, 1982, p.88).

However, there is a concern expressed which CSR has no clear business benefits and
could destroy the value of the shareholders by diverting resources from core
commercial activities (WBCSD, 1999, p.2). In his famous essay as cited in Mulligan
(1986), Milton Friedman argues that people responsible for decisions and action in
business should not exercise social responsibility in their capacity as company
executives. Instead, they should concentrate on increasing the profits of their
companies. In the course of the essay, he also argues that the doctrine of social
responsibility is a socialist doctrine (Mulligan, 1986, p.265). Specifically, Friedman
(1970) as cited in Mulligan (1986) argues that the exercise of social responsibility by
a corporate executive is:

(a) unfair, because it constitutes taxation without representation;

(b) undemocratic, because it invests governmental power in a person who has no
general mandate to govern ;

(c) unwise, because there are no checks and balances in the broad range of
governmental power thereby turned over to his discretion;

(d) a violation of trust, because the executive is employed by the owners "as an agent
serving the interests of his principal™;

(e) futile, both because the executive is unlikely to be able to anticipate the social
consequences of his actions and because, as he imposes costs on his stockholders,

customers, or employees, he is likely to lose their support and thereby lose his power.
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In a similar vein, Sundaram and Inkpen (2004) argue that the only objective a
corporation should pursue is to maximize its shareholder value. With this stance,
they seem to oppose to any company activities that do not directly contribute to this
objective. They claim that this should be the case as it is the best among all available
alternatives (Sundaram and Inkpen, 2004, p. 350) based on the following arguments
(1) The goal of maximizing shareholder value is pro-stakeholder (2) Maximizing
shareholder value creates the appropriate incentives for managers to assume
entrepreneurial risks (3) Having more than one objective function will make
governing difficult (4) It is easier to make shareholders out of stakeholders than vice
versa and, (5) In the event of a breach of contract or trust, stakeholders, compared
with shareholders, have protection (or can seek remedies) through contracts and the

legal system (Sundaram and Inkpen, 2004, p. 353).

Others are critical about the underlying motive behind the CSR agenda (Sklair and
Miller, 2010, Bendell, 2005). Focusing on CSR of Transnational Corporations
(TNCs), which is regarded as a prime vehicle for the capitalist globalization system,
Sklair and Miller argue that the practice of CSR is actually ‘..lays bare the
weaknesses of capitalist globalization as a socio-economic system faced with the
increasing demands of global social movements and democratic more generally’
(Sklair and Miller, 2010, p. 473) by providing journalist ‘... with corporate good
news stories, and pre-empting bad news with confusing and spin’ (Sklair and Miller,
2010, p.475). They then insist on the urgent need of genuine CSR, one that puts
human needs and ecological sustainability at the heart of corporate practice, rather
than CSR that currently exist that prioritizes private profits, market share, stock
market valuation and regulatory capture (Sklair and Miller, 2010, p. 492). Their
argument is more or less similar to the concern in the early discussions within the
social and environmental accounting (SEA) academy of whether CSR is nothing
more than a mechanism that reinforces the status quo within a neo liberal democracy

through its instrumental and prescriptive nature (Gibbon, 2010, p.28).
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While Gibbon (2010) argues that “the link between CSR, structure and nature of
society is demonstrated through different conceptions of accountability” (Gibbon,
2010, p.28), Bendell (2005) questions the accountability of multi-stakeholder
initiatives (MIS) on CSR in the global South by providing evidences on how such
practices restrict change and marginalise alternative approaches developed by local
stakeholders. He also documented that some of these MIS response favour
commercial interests to the extent they overlook the beneficiaries’ rights. He also
suggested shifting the discourse away from the stakeholder dialogue, participation
and partnership towards an articulation of policy and practices that places democratic

principles in the heart of the initiatives (Bendell, 2005, p.371).

From the work of Gibbon (2010) and Bendell (2005), it can be seen that
responsibility (or CSR) and accountability are two different but interrelated concepts
that sometimes overlap. The link and overlapping between these two concepts can be
seen clearly in Gray’s et al. (1996, p.40) as they argue that the legal responsibility for
action brings a moral responsibility to account which is only partially discharged by

the legal responsibility to account, for example through mandated financial reporting.

In short, on one hand, CSR has been argued as a specific agenda imposed on
businesses by civil society organizations that damages profitability and, therefore,
the ability of businesses to generate wealth for society. However, another camp
claimed that CSR is an idea that is dominated by businesses which is able to shape
the agenda in its own narrow interests. Meanwhile, some are concerned that
corporate responsibility is too narrow and it leaves out many of the key issues for
which the public expects businesses to take responsibility. Finally, it is claimed that
to date CSR has failed to achieve its goals and needs to be more rigorous and
innovative in the future (Blowfield and Murray, 2011). Different critiques or
concerns over CSR, to some extent, might reflect or influenced by different
conceptions or beliefs on corporate responsibilities towards its stakeholders that
could be broadly categorized into both a narrow and broad perspective that will be

discussed in detail in the next section.
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2.3.1 A Narrow vs. Broad Perspective of CSR

It is argued that business and society are intricately woven and that businesses had a
responsibility to respond to societal needs and pressures (Clark, 2000). Broadly,
corporate responsibility refers to the corporation’s responsibilities to society, which
often resides in public affairs and shareholder relationships and monitored by
compliance to regulations and expectations (Blowfield and Murray, 2011). Carroll
(1979) offers a framework for understanding the different aspects of corporate
(social)  responsibility. As shown in Figure 2.1, he identified four types of
responsibilities; economic, legal, ethical, and discretionary (Carroll, 1979) under
which the various actions taken to manage business relationships with society should
fall (Blowfield and Murray, 2011).

Figure 2.1 Carroll's (1979) typology of corporate responsibilities

Discretionary
Responsibility

Ethical Responsibility

Legal Responsibility

Type of responsibilities/ Total social
responsibilities

Economic Responsibility

Source: Carroll (1979)
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2.3.2  Economic Responsibility

Economic responsibility commonly refers to the fundamental responsibility of
business to produce goods and services that society wants and to sell them at fair
prices’ (Blowfield and Murray, 2011, Caroll and Buchholtz, 2003). Under the free
enterprise system, a business is regarded as an economic institution (Caroll and
Buchholtz, 2003) where it is responsible for creating jobs, shareholder value, and
goods and services and in that way contributes to society (Blowfield and Murray,
2011). Within this conceptualisation of CSR, managers act as agents to the business
owners (principals) to operate/ run the business without the need to worry about the
different outcomes (economic vs. social) as ultimately the company’s value will
reflect its social utility and how well it fulfils it social responsibilities (Blowfield and
Murray, 2011).

However, many researchers now challenge that CSR is restricted to economic impact
and argue that contemporary businesses have been ascribed wider social roles and
responsibilities (Blowfield and Murray, 2011), which include legal, ethical and

discretionary responsibilities (Carroll, 1979).

2.3.3 Legal Responsibility

Legal responsibilities reflect society’s view of “codified ethics” in the sense that they
embody basic notions of fair practices as established by lawmakers (Caroll and
Buchholtz, 2003, p.36). Legal responsibilities refers to the obligations of business to
fulfil its economic objective within the confines of the law (Blowfield and Murray,
2011, p.20). Hence in order to fulfil their responsibilities, companies need to be
lawful and comply with relevant local, national and international laws that prescribe
what companies can and cannot do (Blowfield and Murray, 2011). Legal frameworks
(and associated sanctions), however, do not cover the full range of socially
acceptable business practices and are often the final resort to address significant

issues that cannot be resolved with reference to societal norms or other governing

" Prices that society thinks represent the true values of the goods and services delivered and that
provide business with profits adequate to ensure its growth and perpetuation and to reward its
investors (Caroll and, Buchholtz, 2003, p. 36)
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mechanisms (Blowfield and Murray, 2011, Caroll and Buchholtz, 2003). Therefore,
it is argued that CSR extends beyond a positive economic contribution to society and
legal compliance.

2.3.4 Ethical Responsibility

Ethical responsibilities refer to aspects of CSR that are not determined by legal and
regulatory frameworks and are not determined by economic factors (Blowfield and
Murray, 2011, p.22). Ethical responsibilities embody the full scope of norms,
standards and expectations that reflect a belief of what stakeholders such as
consumers, employees and the community regard as fair, just and in keeping with the
respect for or protection of stakeholders’ moral rights (Caroll and Buchholtz, 2003,
p.37). Businesses often voluntarily undertake socially responsible actions beyond
what is demanded by regulations to avoid mandatory requirements being imposed
on them as they believe that voluntary agreements or self-regulations will be easier
to manage, more effective and perhaps less restrictive than new legal or regulatory
frameworks (Blowfield and Murray, 2011, p.22).

2.3.5 Discretionary/ Philanthropy Responsibility

Businesses may also undertake activities that are guided by their desire to engage in
social activities that are not mandated, not required by law, and not generally
expected of business in an ethical sense. This type of activity can be driven from
public expectation that it is a part of a social contract between business and society
(Caroll and Buchholtz, 2003). Activities that might be carried out under this type of
responsibility include, for example, corporate giving, donations, volunteerism and
any other kind of voluntary involvement with the community of other stakeholders
(Caroll and Buchholtz, 2003).

Those who subscribe to a narrow perspective of CSR argue that the only
responsibility of business is to make profit (economic responsibility) by complying
with relevant laws and acts (legal responsibility). This stance is based on the notion
of shareholder value maximisation which can be noticed clearly from the views of
Freedman (1970 as cited in Mulligan, 1986) and Sundaram and Inkpen (2004) as

31



discussed earlier. On the other hand, a broad perspective of CSR is subscribed by
those who believe that business responsibilities are not merely about economic and
legal responsibility but including responsibility over social and environment as well
(see, for example, Gray et al. 1996, Roberts, 2003).

Despite these differences, CSR has become an important item on the commercial
agenda for many companies (Moir, 2001). For example, the World Business Council
for Sustainable Development’s (WBCSD) (1999) initiatives to assist its members to
develop a clear understanding of CSR, which also included developing a matrix of
CSR indicators. As predicted by Carroll (1999), CSR has developed into a contested
area in the academic literature (Bakker et al., 2005) in trying to understand the
rationality of companies that undertake CSR, what CSR activities are undertaken by
companies, evaluating the impact of CSR and whether CSR activities are actually
responsible or socially beneficial (see, for example, Bendell, 2005, Dunne, 2008,
Gulyas, 2009, Herremans et al., 1993, McWilliams and Siegel, 2001, Quaak et al.,
2007, Roberts, 2003, Sklair and Miller, 2010).

Research into CSR remains contested and the term CSR means remains a tricky,
puzzling and unresolved question (Moir, 2001, Dunne, 2008). The following section,
therefore, will first, examine the debate about the nature of CSR and current attempts
to define CSR. It then looks at some theories to explain how and why business might
undertake CSR.

2.3.6 Defining Corporate Social Responsibility: A Vague and Complex
Concept

The concept of CSR has existed for a very long time (Carroll, 1999, Freeman et al.,
2010, Quaak et al., 2007, Gulyas, 2009), but a formal and universally acceptable
definition has yet to emerge (Freeman et al., 2010, WBCSD, 1999). Votaw (1973) as
cited in Carroll (1999) demonstrates the multiplicity of its meanings:
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The term of [social responsibility] is a brilliant one; it means something, but not
always the same thing, to everybody. To some it conveys the idea of legal
behaviour in an ethical sense; to still others, the meaning transmitted is that of
“responsible for”, in a causal mode; many simply equate it with a charitable
contribution; some take it to mean socially conscious; many of those who
embrace it most fervently see it as a mere synonym for “legitimacy”, in the
context of “belonging” or being proper or valid; a few see it as a sort of
fiduciary duty imposing higher standards of behaviour of businessmen than on

citizens at large (Carroll, 1999, p.11).
Other commonly used definitions of CSR include:

Encompassing the economic, legal, ethical and discretionary expectations that

society has of organizations at a given point in time (Carroll, 1979, p.500).

Actions that appear to further some social good beyond the interests of the firm
and that which is required by law (McWilliams and Siegel, 2001, p.117).

Similar to Carroll’s (1979) definition, Sklair and Miller (2010) refer to CSR as
“...corporate commitment to ethical behaviour particularly in relation to social justice
and environmental sustainability” (Sklair and Miller, 2010, p.473). In a different
vein, Sethi (1975) proposes three dimensions to distinguish corporate behaviour in
response to social needs, which are social obligation, social responsibility, and social
responsiveness. He claims that social obligation is corporate behaviour “in response
to market forces or legal constraints” (Sethi, 1975, p.60) with only economic and

legal is accepted as criteria for legitimacy.

Social responsibility, by contrast, goes beyond social obligation. Sethi (1975, p.62)
stated, “Thus, social responsibility implies bringing corporate behaviour up to a level
where it is congruent with the prevailing social norms, values, and expectations of
performance”. Whilst, in the third stage of adaptation to social needs, social
responsiveness means that corporation is expected to anticipate the changes that are
likely to take place in the future (Sethi, 1975, p.63) and acts accordingly.
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Due to its complexity and vagueness, it is argued that there is no universally accepted
definition of CSR (WBCSD, 1999), but as what seems to be in line with the notion of
social contract, some suggest that CSR is about what a business is able to put back
for the society, simultaneously being able to provide evidence and ultimately, the
benefits it receives from society (WBCSD, 1999). In specific, how businesses do

define CSR among all the others as proposed by WBCSD:

‘the ethical behaviour of company towards society where the management
acting responsibly in its relationships with other stakeholders who have a

legitimate interest in the business.’
and CSR, in more general, also commonly held to refer to:

‘the interaction of the corporation with the legal and social obligations of

the societies in which it operates, and how it accounts for those obligations’

(WBCSD, 1999)

Moreover, as guidelines to its members of companies in undertaking CSR activities,
the WBCSD (1999) has identified five areas which are human rights, employee
rights, environmental protection, supplier relations and community involvement as
CSR priority issues. In addition to what has been recommended by the WBCSD
(1999), the advocates of CSR has identified increasingly an array of issues including
among others employee relations, human rights, corporate ethics, community

relations and the environment as CSR areas (Moir, 2001).

The economic perspective adopted will influence the extent to which a business will
undertake CSR and determine the forms of responsibility that will be accepted
(Moir, 2001). For example, the provision of employment and payment of taxes will
be considered as the only social responsibility of businesses for those who adopt the
neo-classical perspective of the firm (Moir, 2001). This stance, that is based on the
notion of shareholder value maximisation, is clearly reflected in the views of Milton
Friedman (1970). This perspective also reflects Carroll’s (1979) economic

responsibility that regards business as an economic institution (Caroll and Buchholtz,
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2003) with responsibility to create jobs, shareholder value, and goods and services

and in such a way it contributes to society (Blowfield and Murray, 2011).

On the other hand, business might view corporate social activity from a standpoint
that examines the political aspects and non-economic influences on managerial
behaviour (Moir, 2001, p.17) based on the work of Cyert and March (1963) as cited
in Wartick and Wood (1998). This wider conceptualisation of CSR can be
developed into two identifiable strands (Moir, 2001). The first part is associated with
some form of moral or ethical imperative because a business has been allowed access
to society’s resources, therefore a business should assist in solving social problems
(Moir, 2001, p.17) regardless whether the business contributes to the problem or not.
This responsibility is explained and termed by Carroll (1979) as ethical responsibility
that embodies the full scope of norms, standards, and expectations that reflects a
belief of what stakeholders regard as fair, just and in keeping with the respect for or

protection of stakeholders’ moral rights (Caroll and Buchholtz, 2003, p.37).

The second strand of the research literature claims that it is in the enlightened self-
interest 