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Corporate Citizenship Enacted as Operating Practice

ABSTRACT

This paper explores values embedded in operating practices as they affect
stakeholders, which underpin corporate citizenship. Fundamentally, the paper argues that
corporate citizenship is embedded integrally in the day-to-day operating practices that
companies develop to relate to their important stakeholders. This systems perspective
incorporates not only the objective but also subjective and intersubjective aspects of
human civilization, arguably provides a systems basis for thinking about the roles and

responsibilities of the corporation in society.
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Corporate Citizenship Enacted as Operating Practice

This paper explores values embedded in operating practices as they affect
stakeholders, which underpin corporate citizenship. Fundamentally, the paper argues that
corporate citizenship is embedded integrally in the day-to-day operating practices that
companies develop to relate to their important stakeholders. It is not and cannot be an
afterthought or add on, as for good or for ill, how a company treats its stakeholders is its
corporate citizenship. This integral systems perspective incorporates not only objective
but also subjective and intersubjective aspects of human civilization (Wilber, 1998).

At a basic level, corporate citizenship is embedded integrally in the day-to-day
operating practices that companies develop as a way of relating to their important
stakeholders (which encompass but go well beyond the more discretionary activities
sometimes dubbed corporate “social” responsibility). This integral perspective provides
a progressive basis for thinking about the role of the corporation in society.

Corporate Citizenship: The Operating Practice Link

Too often managers forget the reality of the power and the impacts they generate
as they attempt to grow the bottom- or the top-line. Yet the fact is that corporations—all
organizations, in fact—are built on the basis of the stakeholder relationships and no
company can exist without stakeholders. Customers purchase the goods and services
produced; employees do the production. Suppliers provide raw materials or,

increasingly, actual production. Owners, we well know, provide financial capital.
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Communities supply necessary infrastructure and governments provided the overarching
system of rules and regulations that make economic activity feasible. It is in the context
of relationships with these primary and critical secondary stakeholders and the way a
company treats the natural environment,* which make or break a company in the modern
world.

Corporate citizenship, a term emerging as synonymous with corporate
responsibility, cannot be separated from the day-to-day operating practices that structure
stakeholder relationships for companies. Otherwise, how are we to recognize responsible
practice? Corporate citizenship is by this definition an integral part of the whole
corporation as it exists in whole communities and whole societies, with whole people
operating within. Corporations, as the last statement makes clear, are what philosopher-
psychologist Ken Wilber (following Arthur Koestler) terms "holons,"” that is, both wholes
in and of themselves and parts of something larger. As holons, they are embedded in and
affect the web of relationships that constitutes societies, just as biological systems are
also interrelated webs.? Corporations simply cannot operate independently of society and
the rules of the game societies establish. It follows that corporations as citizens must
recognize better and responsibly cope with the impacts they have on societies (broadly
speaking), as well as the impacts societies have on them. Or as Chris Marsden and Jorg
Andriof recently argued:

...Corporate citizenship needs to be perceived not as a bolt-on activity but as

something, which pervades the whole of a company's operations. It should also

be seen not always as a business cost, a trade-off against additional profits, but

more often as a significant contributor to long-term business success and entirely
coincident with the goal of profit maximisation [sic].?
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The fact that corporations are inextricably embedded in their societies and that their
existence as socially constructed holons in economic, political, and societal contexts
means companies must understand themselves in all three holistic contexts, i.e., as global
entities, as corporations, and as citizens. Specifically, many modern corporations
combine:
Global. Corporations increasingly operate in diverse national and local contexts,
cultures, and political landscapes, with a diverse array of people and societies—
stakeholders--whose basic human dignity demands respect.
Corporate: Corporations are legal entities granted a social contract or charter by
the societies within which they operate, which can (theoretically) be revoked by
those societies if the "public” responsibilities of the corporation are not met.
Citizenship: As citizens corporations are members of a state or polity with
explicit duties and responsibilities to the stakeholders that exist within its societal

holon. These obligations need to be met if the corporation is to sustain its charter
and retain its privileges and rights.

Corporate citizenship inherently includes significantly more than so-called
discretionary responsibilities of philanthropy, volunteerism, and otherwise doing "social
good" that some imply is the basis of citizenship, though of course it does include these
things.* The major impacts corporations have day-to-day are hardly discretionary. The
major impacts are the ones on stakeholders with whom it interacts on a regular basis:
employees, customers, owners, suppliers, as well as on the natural environment, whose
resources supply the necessities of human civilization in the first place. It is the operating
practices that underpin these relationships that constitute the bulk of citizenship activity,
not philanthropy, volunteerism, or other forms of community relations (though these are
important signals to the outside world about a corporation’s approach to responsibility).

This broad conceptualization of corporate citizenship and associated

responsibilities means that companies wishing to be good citizens must pay attention to
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their day-to-day operating policies and practices not just the traditional “do good” stuff.
Companies operating as citizens are responsible for monitoring the outcomes and impacts
of their activities, and developing a "lived" set of policies, procedures, and programs—
practices—that help them achieve their vision and values as the following definition
illustrates:
Good corporate citizens articulate and live up to clear positive visions and core
values, by treating well through operating policies and practices the entire range

of stakeholders who have risked their capital in, have an interest in, or are linked
to the firm through its primary and secondary impacts.

Having said this, it is clear that good corporate citizens are also involved, through
their community, environmental, and employee relations activities, in philanthropic,
voluntary, in-kind giving, social partnerships, or other community-based programs. Such
activities are an essential part of their mutual interactions in support of locally healthy
communities. But they know that their primary impacts are where they need to focus
their energies is in fostering responsible operating practices, and where, from an
instrumental perspective, where they will also get the best long-term returns).

Corporate Responsibility and Citizenship

Taking this stakeholder perspective on corporate citizenship seriously alters the
approach to the firm and its responsibilities, broadening understanding of to whom a firm
is accountable. It also enlarges the conception of what corporate responsibility is
significantly beyond the economic responsibilities advocated by free market theorists
such as Milton Friedman. Indeed, it makes the very term “social responsibility”
somewhat meaningless as stakeholder-related practices, while they may have social
implications, are not social in the traditional sense but integral to daily corporate life.

Based on the late Max Clarkson definition of the corporation as consisting of a system of
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primary stakeholder groups,” it can be argued that customers, employees, owners, and
suppliers are primary stakeholders for almost all companies.® Notably, without any one
of these stakeholders, the corporation would cease to exist; therefore we can assume
companies are inextricably embedded in this web of what can only be called
relationships.” Corporate leaders who understand the critical importance of sustaining
healthy and positive relationships with all of these stakeholders, as well as others specific
to the individual organization, can readily make the link to understanding corporate
responsibility readily. Certainly, they can do so more broadly than do neoclassical
economists, who chose to focus predominantly on the owner stakeholder and
maximization of wealth.

Becoming a good corporate citizen thus means defining, and achieving,
responsible operating practices fully integrated into the entire corporate strategy,
planning, management, and decision-making processes. Such practices need to give due
consideration of the impacts of all operating and policy decisions on each of the
corporation's stakeholders. Responsibility to all these constituents in toto constitutes
responsibility to society, especially as government and community are critical secondary
stakeholders. Add in responsible environmental practices and the gamut of important
relationships generalizable to most firms is covered. Corporate responsibility is
fundamental not only to the corporation’s citizenship as we define it, but perhaps more
importantly also to its economic viability long-term, particularly as demands for
accountability and transparency of corporate action increase globally.

Business operating in society is, as with other ecological systems, in a symbiotic

relationship.? The long-term viability of the corporation depends upon its health of the
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society of which it is a part. Conversely, societies cannot thrive without a healthy
economic system. In other words, responsible leaders and mangers cannot operate with
blinders on with respect to the impacts that their actions have on any and all of their
stakeholders, especially if they hope to do well over the long term. Gaining the respect
and commitment of employees, customers, suppliers, communities, and relevant
government officials, as well as owners, is essential to productivity and performance.
Maintaining positive stakeholder relationships involves establishing constructive and
positive relationships and practices with them. Respectful relationships, then, are the
essence of corporate global (or local) citizenship taken from a whole system perspective,
which is arguably necessary for a comprehensive understanding of stakeholder
relationships.
Systems Thinking: The Argument for Reciprocity

Systems thinking focuses on wholes, or more accurately, holons--whole/parts--
and the interrelationships and interdependencies among them.® Thus, for example, a
neutron is an entity, a whole, and it is also a part of an atom. A hand is an entity in itself
and also a part of an arm, which is part of a body, and so on. In social systems, an
individual (whole) is part of a family (whole) that is part of a community, and so on. In
organizations, individuals are part of departments, which are units of divisions, which are
parts of the corporate entity, which are part of their industry whole, which in turn are part
of society. And so on. Holons, whole/parts, cannot be separated from the other holons of
which they are a part.

We can think of whole/parts or holons as being nested within each other when

they part of the same system. Each holon is nested within the next level of holon,
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encompassing and going beyond smaller and more numerous holons that are less
complex,'® assuring both the interconnectedness and interdependence of each to the
other. What this means in system terms is that anything that affects one part of the
system also affects (at some level and in some way) the whole system.

When we begin to think about systems in this way, it changes our perspective on
the corporation: no longer can we consider that a company operates independently of its
impacts on stakeholders, even if those impacts are emotional, aesthetic, or otherwise not
readily quantifiable. No longer can we say business and society; we must recognize that
business is a holon of the larger holon society, thus the correct terminology is business in
society. Because the company and its stakeholders are part of the larger holon of the
communities, societies, and global village in which they are nested, they must, by this
way of thinking, impact each other reciprocally.

The general approach in the Western world has been to look for data, empirical
evidence, and the facts that are believed to comprise reality, that is, to focus on
“objective” data.’* Rather than looking for more subjectively (or in collective settings,
inter-subjectively) experienced realities, the typical western approach is to focus on the
material evidence that can be gathered to support any given situation. But thinkers like
Senge (and ecologists like Gladwin, physicists like Capra, and management thinkers like
Wheatley, among many others)*? propose that is important to incorporate not only the
objective data and facts that can be observed when we consider, e.g., individual or
company behaviors, or individual or societies as systems. It is also essential to focus on
the nonmaterial, that is, subjective elements of consciousness and conscience, of emotion

and feelings, of meaning and meaningfulness, of culture and community, of spirit and
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indeed of spirituality if the work of enterprise is to be approached holistically. In part,
notably, this is what the activists in Seattle were apparently seeking: inclusion in
decision-making, recognition of corporate impacts on the quality of their lives, not just
economic gains.

Taking this thinking into the societal domain, to completely understand
relationships between corporations as citizens and the individuals—and societies—with
which they are interdependent, then, we need to understand not only the objective “facts,”
but also the more subjective aspects involved in developing relationships. And, as
Wilber® points out, we can only know these subjective and inter-subjective aspects of
individuals and cultures through dialogue because to know what someone is thinking,
feeling, or sensing, we have to ask him or her. Dialogue, by its nature, respects the
integrity of stakeholders and does not presume to dominate, but rather involves mutually
interactive and interdependent relationship building, exactly what is at the core of the
present argument for corporate citizenship.**

Dialogue-Based Stakeholder Relationships, Not Management

What is at the heart of dialogue? | believe that for individuals a fundamental
value is one of valuing and respecting the "other™ in the relationship, as well as valuing
the relationship itself. Respect is equally at the heart of good stakeholder relations.
Recent research shows that when companies score highly in Fortune's reputational
ratings, they are also consistently high performers with respect to their primary
stakeholders as well. Further, companies that are more responsible also appear to

perform better financially, thus creating a virtuous circle.®
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Companies' stakeholder relationships can evolve in one of three ways: reactively,
proactively, or interactively.’® Reaction puts the company and its managers on the
defensive, rather than in a more positive mode. Better, but probably still insufficient to
establish truly positive stakeholder relationships is the proactive stance that companies
sometimes take when they work to proactively anticipate issues arising from external
stakeholders. They may do this by establishing one of any number of what are called
"boundary-spanning functions” to cope with their external relations.

Boundary-spanning functions, such as corporate community relations, public
affairs, employee relations, shareholder relations, and customer relations, inevitably
create internal practices with respect to the stakeholders they deal with. Typically,
however, the view is that the company holds the power to "manage” its stakeholders,
rather than respecting the mutuality of the relationship. “Managing” stakeholders, I
believe, is a misguided concept because in its attempt to dominate it lacks fundamental
respect for stakeholders as separate and independent actors who should be treated as (as
the philosopher Immanual Kant would have said) as ends and not means. Albeit that
economizing and power aggrandizing are the significant values that “naturally” underpin
corporate life,"" it is still the reality that an ethical perspective demands that all “others”
be treated with dignity and respect.

Stakeholders necessarily exist in or in relationship to the firm, embedded in a
network that makes them interdependent with the firm and the firm interdependent with
them for its success. The stance that best allows for the firm to show on-going respect for
its stakeholders is a mutual and interactive one, where both sides give and both get,

where each learns from the other. Interactive relationships are built upon a framework
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that values mutuality, interdependence, mutual respect, and dialogue, a more egalitarian
approach than "management™ or dominance.

Building an interactive, dialogue-based relationship is not a state of being, a one-
time thing, but rather a long-term evolving process. This process requires commitment,
energy, a willingness to admit mistakes, and capacity to change when problems arise, as
well as attention to the softer, more subjective aspects of relationship building; it requires
attention to operational practices that impact these stakeholders day-to-day. It requires
organizational as well as individual learning.'®

Stakeholder-related practices can be embedded in programs, such as total quality
management, re-engineering, or the learning organization approach, where values of
openness, engagement, transparency, and accountability predominate.® They are also
enacted in the ways that companies treat stakeholders, e.g., through employee relations
policies and benefits, customer relations activities such as product quality, return policies,
and warranties, which actually operationalize the perspectives taken on each stakeholder
group. Arguably, the more that companies engage in interaction with stakeholders
around these practices to determine their needs and interests and the ways in which they
can mutually benefit, the better relationships they will develop—and, ultimately, the
better off they will be.

Conclusion

Corporations, we have argued, are unavoidably embedded in a network of
stakeholder relationships within the societies where they operate. Corporate citizenship
needs to be understood not as discretionary activities that demonstrate what in the past
has been called “corporate social responsibility,” but as the core of daily management

practice. Respectful treatment of stakeholders means developing positive and
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constructive corporate practices with respect to each stakeholder group, i.e., positive
policies, processes, and procedures guided by the constructive vision and values,
practices that treat each stakeholder with respect and dignity. Companies intent on
treating their stakeholders with respect have moved away from reactive postures and
developed proactive boundary-spanning functions to engage with stakeholders
interactively.

An interactive, dialogue-based approach to stakeholders elevates the role of what
are called boundary-spanning functions within the firm to serious and on-going
relationships that need to be managed effectively if the organization is to be successful.
And, of course, all of this necessitates self-aware and highly developed leaders, who are
well aware of the stakeholders’ points of view and able to take them into consideration
without being threatened.

None of this is easy, nor do many companies yet engage with stakeholders
interactively to the extent that is advocated in this article. But several companies, among
them British Petroleum and Shell Oil, have moved considerably along this path as they
have begun to recognize the import of corporate citizenship to their long-term success.
Shell, for example, possibly in reaction to stakeholder activism associated past decisions
that got them into significant reputational difficulties, as well as recognizing that long
term, they are in an inherently unsustainable fossil fuels-based industry, recently
published a major report on corporate citizenship. This report, entitled Profits and
Principles: Does There Have to Be a Choice? is directed to Shell’s stakeholders.

On the first page of Shell’s report are the words: “We care about what you think

of us. We want you to know more about how we work and how we strive to live up to
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our principles. This report is part of a dialogue, and we will continue to seek your

VieW 9520

The introduction states clearly “This report is about values.” And the critical
values, as is obvious in the quote above, are those we have elaborated above: respect for
stakeholders, interactivity, mutuality, dialogue, and principled operations.

Notably, Shell also recognizes that it is far from perfect and will need to
constantly seek to improve, constantly seek stakeholder input and feedback in a mutually
engaged conversation, and become more accountable publicly through transparency. It is
through exemplary operating practices, based in these fundamental and respectful values,

such as those articulated by Shell (although it remains to be seen how long-lived these

practices are) that values-based corporate citizenship begins become reality.
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