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Developing a Profitable Corporate Responsibility Strategy

Executive Summary
A good corporate responsibility (CR) strategy is about how to
make money, not give it away. Focusing on doing what is right
for society as well as creating business value ensures a sustainable
approach for both our communities and business. To that end,
we have developed the following guiding principles to create a
winning strategy:

Everyone finds energy costs, fuel prices, and energy independence
personally relevant, while only the most concerned care about
global warming, although the number is growing. Companies should
talk less about climate change and more about the environment
and energy independence. Charity falls low on the list of concerns,
yet this is where most companies focus their CR efforts.

Insist the effort be profitable. Senior management should expect
a focus on business value, not philanthropy, NGO management, or
cause marketing.

Manage risks. There is an important defense element to
sustainability: protecting the company from CR risks. Many
companies have been hurt more by businesses in their value chain
than by their own actions.

The strategy must fit with the core purpose of the enterprise.
It will create shared value for the company and society by doing
what the company does best to meet society’s needs. IBM’s
Smarter Planet, GE’s Ecomagination, and Georgia-Pacific’s Reduce,
Reuse, Recycle are all good examples.
Incorporate relevant trends. Important trends shape values
and incentives and create new markets. These include the
growing importance of CR, the expanded role of reporting,
managing sustainability in the supply chain, governments
demanding sustainability as customers and regulators, the
growth of collaborative purchasing, and the emergence of
“collaborative consumption.”
Serve customers. The path to winning is having a great product
that integrates sustainability, not substituting sustainability for the
features that make a great product. The attitudes and behavior
of the company’s target customers should shape its strategy’s
emphasis. About 10% to 15% of the public actively turn sustainability
concerns into market behavior. Another 60% care, but time and/or
money stand in the way of their acting on their concerns. About 10%
of the public are adamantly opposed to some of the issues around
social responsibility. The small remainder are indifferent to CR.

Introduction
A good corporate responsibility (CR) strategy, at its core, is
about how to make money, not give it away. Despite the fact
that businesses create wealth, they are increasingly seen as
exploiting both society and the planet. In an attempt to address
this trend more businesses are establishing CR functions. That is
why we agree with a recent MIT/BCG study which reframed the
question as “How should we do it?” instead of whether it should
be done.1 We hope to answer this question.
Many people, especially the skeptical, ask if corporate
responsibility and sustainability2 have a business case. This
is the wrong question. The proper question is “How do you
develop a CR strategy with business value?” No one would ask

Use the organization properly. The CEO does not need to be
an overly strong advocate, but does need to support the search
for value, reinforce the principle that the CR strategy should be
profitable, and protect it in its early stages.
Other benefits. Experience has taught us that a good CR strategy
has four other benefits: 1) employee engagement, 2) innovation,
3) collaboration, and 4) a benefit that might be the most important
— it helps to change people’s perception of companies from
Them to Us.
A profitable CR strategy makes a company’s reason for being
more relevant to its customers, reduces exposure to changing
regulatory environments, and minimizes physical risks associated
with the company and supply chain. A widespread adoption of this
framework will allow businesses to become more profitable and
benefit society at the same time.
Please note that we have written this paper for businesses from a
business perspective, intending it to serve as a how-to guide. Other
sections of society will find it insightful as a map for understanding
how business can and should operate.

if a marketing strategy has business value; sometimes it does,
sometimes it doesn’t, depending on whether it is done well
or poorly. This is equally true when developing a CR strategy.
Unlike marketing, however, CR is new, presents some different
challenges, and generally people have a poorer understanding
of the key issues. Consequently, we believe there is a need to
share some of the ideas that have come out of our experience
and study in the field.
Done well, CR strengthens relations with existing customers and
creates new ones. It leads to cost efficiencies that go directly to
the bottom line. Government relations improve, as do dealings
with civil society. Downside risks become less likely. In some
parts of the world, market entry becomes easier.
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The path to profitability is paved with
the following:

to tackle CR in a number of diverse, and not always relevant,
ways. It will also enhance brand reputation. This approach is
more sustainable for both society and business as both succeed
in achieving their objectives — doing positive good and creating
new value.

1. Insisting the strategy be profitable

Link to core purpose

2.	Aligning the strategy with the core purpose of
the enterprise
3. Understanding relevant trends
4. Serving customers
5. Managing risk
6.	Using the Board, CEO, and Management
Committee appropriately

Any discussion on corporate responsibility is not complete
without a consideration of what is right. We believe the
overwhelming majority of companies are deeply ethical and our
framework offers many ways for companies to do what is right.
In our experience, companies would do more good for society
by better understanding the contribution of CR to the bottom
line. It is our intent to show that there are real benefits to
understanding and acting on the impulse to do the right thing
for society while operating a business that creates wealth.

Be profitable
“Begin as you mean to go on,” as the saying goes. If we start
with the idea that strategy should be profitable, we are much
more likely to end up with one that is. The calculation of profits
needs to have the right time horizon and include the impact of
brand strength and consideration on the bottom line, at least
conceptually. Many companies struggle with these issues and
the traditional business case is often short-sighted. Irrespective
of the technical flaws of financial analysis, senior management
should expect a focus on business value, not philanthropy,
NGO management, or cause marketing. While the latter can
be profitable, it is simply a marketing tactic to be evaluated
like any other. Philanthropy is fine, but it should be viewed as
philanthropy, not a source of business value.
A company needs to think carefully about how CR can save
or make money for its business, help meet the challenge of a
specific societal need, and create shared value by acting in its
own best interests. Following this logic will allow companies to
do far more social good than a traditional approach that tends

The core purpose of the enterprise is the beacon for finding a
valuable CR strategy. All successful companies have a reason
for being beyond making money, a fact Drucker made clear
many years ago. Efforts oriented to charity do not conform to
this standard, rightly being seen as window dressing or green
washing. When a company puffs about the wonderful things it
is doing, which have little to do with its business, people are
suspicious and activist shareholders become cynical and even
hostile — with good reason. A major commodity company has a
picture of koala bears on its CR web page; why would this look
like anything but public relations? You have to get the CR
before the PR.
A few examples of companies that link their core purpose to
their CR strategy show how powerful it can be.
Autodesk is one of the leading CAD/CAM companies in the
world. Designers, engineers, and architects use their products
when creating new buildings and structures. The company
created a database of sustainable building materials and
incorporated it in their products. It’s such a simple way to have
a great impact — by putting sustainable choices at the fingertips
of everyone who buys their software Autodesk is making
sustainable design much easier and more mainstream.
Cisco uses its network technology to help companies monitor
their energy consumption and collect ideas from multiple
sources on social problems. One intriguing idea is using
virtualization for meetings traditionally held face-to-face, thus
lowering the cost and carbon footprint of doing business. The
travel industry — airlines, hotels, and car rentals — now have a
competitor they never expected. This is a good example of how
corporate responsibility creates unforeseen opportunities — or
threats, depending on which way you look at it.
Georgia-Pacific, one of the world’s leading manufacturers of
tissue, paper, pulp, and packaging, helps its customers reduce,
reuse and recycle. They work directly with their customers
to improve the recyclability of their packaging, help their
customers recycle and/or to use fewer non-recyclable materials
when creating other goods.
IBM is one of the most effective companies at linking
sustainability to its core. In their words, “We identify and act
© 2012 David Jerome & Rob Kleinbaum
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upon new opportunities to apply our technology and
expertise to societal problems.” The company’s Smarter
Planet program uses IBM technology to control energy
use and waste, while its Smarter Cities initiative uses IT to
redesign the urban landscape in a sustainable way, taking
into account public safety, transportation, social services,
and utilities.
A cynic might say these are no more than marketing ploys
for the companies’ core businesses. Our response is this: If
a company makes money from good citizenship, it will be a
better citizen. But these efforts are much more than product
extensions. By doing what they do best to meet society’s needs
each of these companies is creating shared value for their
business and society.
An effective sustainability strategy integrates the customer,
society and the business; it does not compromise them.
Companies that adopt popular causes are making safe choices,
but ones with limited business value. It is worthy philanthropy
to support nature reserves and protect endangered species,
but this is irrelevant for most businesses. Coca-Cola is one of
the few companies with a business justification for saving
polar bears.

Understanding relevant trends
When values, attitudes, and demographics change, behavior
changes. Most companies cannot deal with the time frame of
these changes, as they play out over a few years to a decade
or so. While this time frame is beyond the scope of annual
financial reporting and budgets, it is relevant to many products
— hotels last 30 years, refineries as long, vehicle architectures
12 to 15 years, even IT systems last 3 to 5 years. There is little
economic excuse for this failure; the fault lies in our own
budgeting and mind sets.

Important trends are often ignored. Our first example is
corporate responsibility. The image above shows how its
importance has shifted over the past 20 years.
Twenty years ago, CR and sustainability were on the fringe,
important only to a small minority. Today it is mainstream
and deeply set in our culture. The movie Avatar was the
biggest blockbuster of all time. Its central theme: the evil of
corporations exploiting pristine wilderness and idyllic natives.
Conservative financial newspapers publish lists of the best
green companies. Products such as the Prius define the leading
edge, and countries like China embrace many of the messages.
We (and our children) are continually exposed to messages,
subtle and overt, that these issues matter and we should
care. Sustainability underpins several successful companies.
Whole Foods has a market cap of $14.5 billion. Starbucks
has a market cap of $37 billion and transformed its category.
Toyota is perceived as a green company because of the
Prius. GE has created a major product line, Ecomagination,
around sustainability.
Expanded reporting. Companies now widely report on their
sustainability efforts. According to Ernst & Young, 76% of
companies have a CR report and 96% will within 5 years.3 In
2009, Denmark became the first country to require its largest
companies to disclose their CR policies in annual reports. China,
Brazil, India, and other Scandinavian countries are likely to
follow suit. Reporting forces a company to look at its actions
and makes it easy for outsiders to do so. As reporting has
spread it has increased in scope, from simple summary reports
of carbon emissions to detailed studies of environmentally and
socially relevant behavior.
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Managing the supply chain. An interesting side effect of
reporting is that companies are now managing sustainability
in their supply chains, strongly impacting B2B businesses.
Increasingly held accountable by customers for their
sustainability practices, companies are passing the pressure
on to their suppliers. Wal-Mart recently announced they will
remove all trans fats and 25% of added sugars from their
products within three years.4 McDonalds has promised to
end the use of gestation crates by its pork suppliers.5 These
demands will cause huge changes in the supply base and in the
entire market.
Government. Governments expect sustainability both as
buyers (if government is one of your customers, it is usually a
large customer) and regulators. This reaches well beyond the
United States. It is prevalent
in the European Union, which
is more demanding than the
United States, and China and
Brazil, to name just two, are
stepping up their requirements.
Regulations have sprouted up
all over the world, from sticks
like mandated fuel economy
standards, congestion charges,
and carbon taxes, to carrots such
as alternative energy subsidies
and tax incentives. The South
Korean government recently
announced plans to introduce
a nationwide green credit card program, awarding credits for
sustainable consumption choices that can be converted into
rebates on utility bills or directly into cash. Credits are earned
by using public transport, collecting used batteries, or opting
for a low-carbon detergent.

Sharing can take the form of bartering, sharing, trading,
or renting. By enabling very different business models this
approach threatens to overturn existing businesses just as
Zipcar and Relay Rides challenge auto companies. Underlying
all these businesses is the idea that most of the goods we own
are used well below capacity. Information technology permits
people to sell or buy excess capacity in ways no one dreamed
of, often in a peer-to-peer manner. The net effect is a greener
society that consumes less and has a smaller carbon footprint —
and some disrupted businesses.
Most companies are blind to these trends. As a result they
ignore social and economic forces until it is too late, and
become part of a herd trying to move quickly, often finding that
more nimble competitors have beaten them.

Serving customers
One of the major lessons to
emerge from our work is that
companies do not understand the
importance of sustainability to
their customers, nor the diversity
that exists among customers.
Most marketing executives have
never considered the issues
important; consequently the
spotlight of market research has
never been trained on these
areas. Sustainability is new and
few companies have a system
for understanding how it fits into customer needs. You still
find salesmen who say all that matters is price and location. Of
course this matters when closing a deal but it fails to take into
account awareness, consideration, and brand strength. On our
voyage to discover the importance of corporate responsibility
we had to conduct entirely new research, over periods lasting
several years. Starting with exploratory focus groups and ending
with product testing, we often found ourselves at odds with
those who saw us as a nuisance and distraction.

“One of the major lessons
to emerge from our work
is that companies do not
understand the importance
of sustainability to their
customers, nor the diversity
that exists among customers.”

Collective green purchasing. Recent market changes
include sustainable purchasing communities. ICE in the UK
and EcoBonus in the US are rewards programs that identify
sustainable products and reward the buyer with points,
redeemable against a range of approved products. EcoBonus
members can search a database of 75,000 everyday products
that are more eco-conscious, natural, or socially responsible.
It rates companies for health, environmental, and social
responsibility. The consumer earns points that can be redeemed
for rewards or donated to nonprofit organizations.
Another nascent trend is the growth of collaborative
consumption. This describes the shared consumption of
resources by multiple parties as an alternative to ownership.

Our review of the data tells us that CR represents a next wave
in marketing and branding. Not only will companies better
understand the needs of their customers, they will be better
able to improve their lives. This is an important next step in
creating a deeper connection with the customer — something
every enterprise wants to achieve. CR affects how people view
and value the product and, to some extent, their awareness. It
is not a tool for closing a sale but it does alter the value of the
product, when integrated in the right way.
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The most important lesson of our research and experience
is that sustainability is not a substitute for having a great
product. The path to winning is to have a great product that
integrates sustainability. We heard one company boast they
have the greenest hotel in the market. Unfortunately, it cannot
be built at a price people can afford, neither does it offer any
of the experiences we know guests care about. Every piece of
research we have conducted has said the same: People are not
willing to trade-off the main promise of a product; they expect
a great product that is sustainable.
A few years ago, a chemical company built a plant to produce
environmentally friendly polyethylene from sugar cane instead
of oil and gas. Other companies put plans in place to do the
same. As far as the customer was concerned the chemical
properties were the same but the price was higher. While the
company was initially able to command a premium, over time
that premium diminished. We would argue that a high-volume
commodity chemical made from green feedstock at price
parity or price discount would be a big winner, but there is
considerable risk in expecting customers to pay extra for
that alone.
The internal debates on the value of CR to customers tend
to be black or white (or green and grey), one side saying it is
incredibly important while the other says it is of little import,
a passing fad at best. This argument takes the focus off the
important question: who cares and how much?
Different groups of customers have differing views about the
importance of sustainability. A key finding of our work is that
customers fall into well-defined segments, making it possible
to have a sense of how many care and how much. To the right
is the segmentation from The Six Americas Study by Yale
University and George Mason University.
We have seen two other proprietary segmentations from leading
research houses with nonpartisan sponsors. While the Six
America’s study focused on global warming, these others did
not. The results are shockingly similar, especially as they were
different samples with different purposes. Because the three
results are so similar, we are confident about making some
general conclusions. First, about 2/3 of the public cares and at
least 10% to 15% of the public will actively turn those concerns
into market behaviors.6 The Alarmed turn their beliefs into
action and live a sustainable lifestyle, buy renewable or green
products, and actively boycott companies they find lacking in
CR. They are socially engaged and hold businesses accountable
for promoting social good. Although they are Alarmed, they are
neither tree-hugging fanatics nor extremists.

Six Americas Segmentation Results 2011

Alarmed
12%
~2/3 OF THE US PUBLIC

I N T E G R AT E D B U S I N E S S S O L U T I O N S

• Most concerned
• Beliefs translate
into behaviors in
the marketplace

Concerned
27%

• Believe it is important

Cautious
25%

• Time, resources and
uncertainty barriers
to action

Disengaged
10%

Doubtful
10%
Dismissive
10%

• Actively hostile
to global warming
• “Global warming
is a crock of s**t”

The Concerned and Cautious care but time and/or money stand
in the way of them acting on their concerns. Interestingly, they
are confused about what to do and look for help and advice.
They also have a desire to be sustainable without having to
work for it or pay extra. Strategies targeting this group need to
build in sustainability so it becomes free.
The Dismissive are adamantly opposed to most issues (but not
all, as we will discuss in a moment) around social responsibility.
They believe environmental issues are overblown and not based
on science. They hate the issue of global warming and are
actively hostile to it. Strategies tailored to this group need to be
expressed softly and emphasize the right issues.
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Since both the Six Americas study and one of the proprietary
studies have been repeated over time, it is possible to see
the effects of the Great Recession. In 2008, the Alarmed,
Concerned, and Cautious accounted for 70%; in 2009 this
dropped to the current level of 64% and has stayed there. This
is a surprisingly small drop, given the economic pain. As the
economy recovers and various environmental catastrophes rack
us in one place or another, we expect the percentage that care
and act on their concerns will grow from today’s levels to at
least pre-recession numbers.
Issues of concern. Corporate responsibility and sustainability
apply to a wide range of issues. One question we were interested
in was the importance of energy and environmental issues
relative to others. The table titled “Issue Relevance for Concerned
& Cautious” shown below is from one of the proprietary
research studies. It shows how the equivalent of the Concerned
and Cautious group view the personal relevance of 20 issues.

Issue Relevance for Concerned & Cautious
Relevance
1= Not at all
7=Extremely

Issue
Energy costs/Fuel prices

6.1

Quality affordable healthcare for everyone

5.6

Reducing reliance on energy from foreign
countries

5.5

Alternative/Renewable energy

5.3

Energy/Water conservation

5.2

Recycling

5.2

Reducing the outsourcing of jobs overseas

5.1

Promoting literacy/education

5.1

Ensuring a fair minimum wage

4.9

Supporting job opportunities for everyone

4.8

Job programs to reduce unemployment

4.7

Supporting local organizations/charities

4.7

Wildlife/Forest preservation

4.6

Climate change/Global warming

4.4

Employee assistance programs

4.3

Worker rights organizations

4.2

Businesses demonstrating dedication to diversity

3.9

Supporting global organizations/ charities

3.6

Organic food and products

3.5

Note: Data Slightly Disguised

KEY:

= Relevant

Relevance of Environmental Issues by Segment
7=Extremely Relevant, 1= Not at all Relevant

Issue

All

Alarmed

Others

Dismissive

Energy costs/
Fuel prices

6.1

6.5

6.1

5.2

Reducing reliance on
energy sources from
foreign countries

5.7

6.3

5.5

4.6

Energy/Water
conservation

5.5

6.4

5.2

3.7

Recycling

5.4

6.3

5.2

3.5

Alternative/
Renewable energy

5.4

6.3

5.3

3.5

Wildlife/ Forest
preservation

4.8

5.8

4.4

3.1

Climate change/
Global warming

4.5

6.1

4.0

1.6

Organic food
and products

3.8

4.9

M ost R ele v ant I ssues

I N T E G R AT E D B U S I N E S S S O L U T I O N S

Note: Data Slightly Disguised

KEY:

2.3
= Relevant

Except for health care, issues concerning the environment,
energy and sustainability are more relevant than those
associated with local economic opportunity. Note how low
charity falls on the list, yet this is where most companies focus
their CR efforts.
Energy and the environment encompass several issues and there
are important differences between them in how relevant they
are to people. The table above shows the relevance of these
issues to the Alarmed, the Dismissive, those in the middle,
and to all.
Everyone finds energy costs, fuel prices, and energy
independence personally relevant. All but the Dismissive find
energy and water conservation, recycling, and alternative/
renewal energy relevant. Only the Alarmed care about
Wildlife/Forest preservation, climate change/global warming,
and organic foods.
Global warming and climate change receive a tremendous
amount of press but only a small percent of the public find it
relevant. The Dismissive miss the fact that everyone cares about
some sustainability issues and most people care about quite a
© 2012 David Jerome & Rob Kleinbaum
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few of them. The debate over global warming has obscured the
importance of sustainability and environmental issues by taking
attention away from issues that matter to everyone.
Companies should understand what their target customers
care about and focus on those issues. There are distinct
segments and differences between issues. A hotel company
targeting long-term stays of mid-level managers should not
highlight organic foods.
Global issue. Sustainability is not an American or Western
European issue, it is a global one. Below are two tables from
research conducted in China by Roland Berger.

In the 1990s, China first opened its vehicle markets and was
very clear it wanted to know what companies would do to help
the country develop into a modern nation. While car companies
touted the uniqueness of their product, to the Chinese the
differences were negligible — they wanted to know who would
be a good partner. Local content and technology transfer
were expected as the minimum price of entry. When GM first
entered, they offered to support technical and engineering
education and created alliances with major universities to
do so. This became the card that let them win early entry
into the country and create the business unit that is now their
largest source of sales.7

Measuring shared value. As the charts on the next page show,
In China, there is widespread and growing concern among the
one of the challenges to developing a profitable CR strategy
public and in government. They want green to be incorporated
is understanding shared value and how it translates into
into mainstream products and, unlike the West, have little
purchasing behavior. Recently, Michael Porter and his colleagues
interest in green symbolism. The green market in China is
advocated the development of more effective measurement;8
still extremely
we completely
underserved.
agree. The
Size of City
Age
Size
SizeofofCity
City
Age
Age
Wal-Mart China
challenge is both
100%
100%
100%
100%
100%
100%
announced a
92%
93%
91%and92%
91%
92%
92%
93%
93%
91%
91%
92%
92%
91%
91%
new
very old:
88%
88%
88%
85%
85%
85%
85%
85%
85%
84%
84%
84%
push towards
Changing values
80%
80%
80%
80%
80%
80%
sustainability, which
and markets make
includes opening
60%
60%
60%
60%
60%
60%
the traditional
new stores that use
lenses
for
looking
“I do not buy products from companies
“I would choose
green
product”
“I“Idodonot
notbuy
buyproducts
productsfrom
fromcompanies
companies
“I“Iwould
wouldchoose
choosegreen
greenproduct”
product”
40%
40%
40%
40%
40%
40% less energy,
that harm the40%
environment”
- % Agree - %- %
- % Agree
that
thatharm
harmthe
theenvironment”
environment”- %- %
Agree
Agree
Agree
Agree
at customers
reducing plastic
obsolete. An
20%
20%
20%
20%
20%
20%
bag use by 80%, and
enterprise has to
increasing water
0%
0%
0%0%
0%0%
think
Mega
Tier 1
Tier
2
Tier 3 30-39
30-39 differently
40-49
50-64
Mega
Mega
Tier
Tier1 1
Tier
Tier2 2
Tier
Tier
33
18-24
18-24
25-29
25-29
30-39 40-49
40-49 18-24
50-64
50-64 25-29
efficiency by 50%.
about its customers
Source:
Roland Berger 2009 survey of 12,000 respondents
Source:
Source:
Roland
Roland
Berger
Berger
2009
2009
survey
survey
of of
12,000
12,000
respondents
respondents

A cross-national
comparison by Pew,
highlighted in the charts on the following page, shows the US is
relatively low in its concern for global warming. The surprising
thing here is how high the developing world is when it comes to
caring and being willing to pay to fix it.
Government and license to operate. Most of the discussion
so far has been on the customer but in many industries and
countries governments give — or withhold — the ability to
operate. CR can be as important in these government-driven
markets as those driven by consumers. For a start, even nondemocratic governments will feel pressure to respond to the
will of the people. China is a case in point, as is Singapore, and
perhaps to a lesser extent, Russia. A more powerful reason is
that many governments are looking for more than the direct
benefits a company offers; they want to know how an enterprise
can help the country achieve its national goals.

and develop new
processes to turn
insight into profitable products. This is precisely the way that
sustainability can drive innovation.
Most companies model the demand for their products as a
function of price, product characteristics, and competitive
strength. Evolving values have rendered many of these models
obsolete; they are too simple and fail to measure the value
of sustainability for consumers in any depth. Never having
looked for something, the presumption is there is nothing to
see. Another common and more subtle mistake is to research
customers at the point of sale. Sustainability is important for
brand strength and, therefore, consideration; because it is not
a tool for closing a sale it appears to be unimportant. Asking
existing customers runs the risk of talking to people who
have been self-selected not to care and missing potentially
large numbers of people that do. Developing initiatives that
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% Believe Global Warming a Major Problem

% Willing to Pay More to Fix It

Brazil

China

Turkey

India

Lebanon

S. Korea

S. Korea

Turkey

Mexico

Japan

Kenya

Germany

Argentina

Spain

India

Kenya

Japan

Britain

Germany

Brazil

Spain

Poland

Jordan

Lebanon

Indonesia

France

France

US

Egypt

Argentina

Russia

Nigeria

Nigeria

Mexico

China

Indonesia

Britain

Russia

US

Jordan

Poland

Pakistan

Pakistan

Egypt

0%

20%

40%

60%

80%

100%

0%

20%

40%

60%

80%

100%

Source: http://www.pewglobal.org/files/2010/09/2010-Pew-Global-Attittudes-Brazil-Report.pdf

show consumers you understand their values will change their
purchasing behavior and positively impact market share.
Developing a more accurate understanding of customers and
their decisions is the foundation of unlocking value. It demands
a greater understanding of how preferences and market
behavior is formed. In practice, this means looking at customers
in new ways, making sure the right questions are being asked
in the right way, and that societal changes and context are
properly understood.
Porter’s example of Novo Nordisk’s diabetes strategy in
China is a good one. Having discovered that doctor training,
patient education, and local production were more important
to customers than price allowed the company to develop a
successful shared value strategy that took all these factors
into account.

Manage risks
There is an important defense element to sustainability:
protecting the company from CR risks. Many companies have
been hurt more by businesses in their value chain than by their
own actions. Coca-Cola was wounded by the actions of one
of its bottlers, an independent company, in Latin America.
Nike was attacked for its use of sweat shops, all separate
contractors. Home Depot was accused of deforesting large
pieces of land through its purchasing policies. These events
blindsided the companies; they neither anticipated nor managed
them well, at least initially.
Any CR strategy must include monitoring the entire value chain
and have a coherent policy of risk management. The closer the
association with the company, the more likely bad events will
spill over. There is little need to worry about a pencil supplier.
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On the other hand if a company makes key components for
an enterprise, how it behaves as a business will reflect on its
customer. The recent stories about Foxconn and Apple are a
good case in point.
The NGO community and many unions are aware of the
importance of CR issues in the value chain and publicize events
that might otherwise pass unnoticed. Unions and NGOs have
different motives but the result is the same: These sophisticated
organizations keep a close watch and are hard to hide from. In a
completely connected world, where everyone has a cell phone
with a camera and access to Facebook, there are few secrets.
It is the responsibility of the CR activity to do its best to
minimize these risks, prepare for them, and manage them
when they do occur. This means working closely with functions
that consider supply chain management their responsibility
and whose metrics are short-term costs. This inevitably raises
the possibility of conflicting objectives. Given the documented
costs of boycotts and law suits,
we have found purchasing
organizations are willing to install
safeguards but need guidance
on what form they should take.
As the Apple/Foxconn issue has
recently shown, even supposedly
enlightened organizations have
gaps in their vigilance and can be
unpleasantly surprised.

Using the organization
effectively

These challenges are aggravated by an observation: The middle
layer who control budgets seem disproportionately Dismissive.
Many of them really hate this stuff but have the sense to tone
down their overt hostility, especially when the CEO has said
he wants it seriously considered. Dismissive people need to be
kept at bay by the champion of the initiative, who will have to
maneuver around them — but support from the top is essential.
Similarly, the outdated market models and methods we
mentioned earlier often have organizational owners who fight
vigorously to maintain them, in a combination of self-interest
and the normal human reluctance to change. This exacerbates
organizational resistance and deepens the need for support at
the top levels.
That said, there is no need for the CEO to make commitments
before value has been demonstrated; healthy skepticism
ensures efforts are properly focused on value. Sustainability is
a new issue for many CEOs. They see the trends and potential
value, but they are uncertain what to do about it. To find out,
there must be people within the
company willing to aggressively
explore the possibilities and
senior enough to be effective,
usually at the VP level. In every
case we have seen there is an
early champion, usually the VP
of Corporate Responsibility, who
takes the lead and develops allies
as he moves forward creating a
strategy that adds business value
to the enterprise.

“Dismissive people need to be
kept at bay by the champion
of the initiative, who will have
to maneuver around them —
but support from the top
is essential.”

Developing an effective CR strategy requires the adroit use
of the company.9 The first step is to use the CEO and Board
of Directors properly. While the CEO does not need to be
a strong advocate, he does need to support the search for
value, reinforce the principle that the CR strategy should be
profitable, and protect it in its early stages.
CR cuts across organizational boundaries, including marketing,
finance, purchasing, legal and communications. Like any crossfunctional effort, it needs air cover. Because sustainability is
new and contrary to the way many people think, there will
be attempts to kill the effort as it is being born. At first it is
an ugly duckling, unwanted and threatened with extinction.
As specific proposals develop, they need protected budgets.
Managers usually react with verbal support initially but when
it comes to allocating their budgets, sustainability will be at
the bottom of the list, below the funded line. Support from the
CEO and even the Board is required to develop a profitable CR
strategy in a company wishing to shift a traditional outlook.

The value of the decision analysis cycle. Decision analysis
(DA)10 provides a powerful process for developing strategy and
managing the organization. The DA cycle begins with problem
framing, goes on to alternative generation, then analysis,
followed by a recommendation, which is often a combination
of the initial alternatives. There is ongoing dialogue with
senior decision makers. It differs from traditional decision
making because of the emphasis and time spent on framing and
alternative generation. Traditional decision making often moves
quickly to an answer and then collects data to support it. DA
demands careful thinking about the frame. It also differs in the
way it involves talking to senior leadership before there is an
answer, involving them in problem formulation and learning.
This process is especially useful when the decisions require
doing new things and looking at the world in different ways. The
time taken is critical to the success of the effort as rushing to
an answer almost certainly means ending up in the wrong place.
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Other benefits
Experience has taught us that a good CR strategy has four other
benefits worth mentioning.
One is employee engagement. Many employees care about
these issues and, as the head of GE’s Ecomagination business
recently said, “There’s no chance in hell you are going to recruit
top talent if you don’t work in this space.”11 A strategy that
aligns with the core purpose of the enterprise is more likely to
be engaging than one that does not.
A second is that it increases innovation. Because the frame
of CR strategy involves looking at customers in new ways, it
leads to new ideas for products and services. We mentioned
the example of Georgia-Pacific helping its clients recycle
and reuse its paper products. Zipcar is a great example of
a service innovation driven by sustainability. Understanding
customers in new ways uncovers gaps in needs that create profit
opportunities, as long as companies are willing to innovate in
what they offer.
A third benefit is it drives collaboration. In most good CR
strategies we have examined, there is an element where the
company works with others in new ways. Whether universities,
NGOs, or other companies, CR activity prompts a natural push
to seek others in helping to create new solutions or to manage
the world in a slightly different way.

The fourth benefit sounds somewhat ephemeral, but could be
the most important. CR helps to change people’s perception of
companies from Them to Us. People think of Exxon as Them.
BP thought they could use sustainability to become an Us but
their hypocrisy and errors have turned them back into a Them
— a cautionary tale against faking it. Ben & Jerry’s is an Us, GE
and IBM are probably back to being Us. Being an Us makes these
companies citizens of the same world as we are; it shows they
fundamentally care and can be trusted. There are many other
reasons that contribute to this transformation, in particular
having a high-quality product that delivers on its promise.
But a product by itself is seldom enough.

Conclusion
A profitable CR strategy makes a company’s reason for being
more relevant to its customers and helps a business stand out.
It reduces exposure to changing regulatory environments and
minimizes risks linked to the company and supply chain.
In this paper we have laid out a framework and a few principles
to help guide the development of a profitable CR strategy for
business-to-consumer and business-to-business companies in a
wide range of industries. Our firsthand knowledge leads us to
believe that a widespread adoption of this framework will allow
companies to become more profitable, benefiting society at the
same time.
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