
 

CSR AND THE ECONOMIC DOWNTURN 
 
During the global downturn it was 
expected that businesses would cut 
down on their CSR expenditures, sack 
their CSR managers, close down their 
CSR departments and focus their 
efforts on generating income, 
satisfying their shareholders and 
keeping their employees employed. 

This is because CSR was mainly perceived as 
a luxury, concerned with either saving the 
planet or performing the jobs that governments 
should be doing in the first place. 

This article aims to convince the sceptics that 
CSR is more crucial than ever during the 
economic downturn, that now is the time for 
companies to set in place and implement 
sound CSR policies, and most importantly, 
that to succeed, CSR must become part of the 
DNA of every company. 

CSR PAYS OFF  

In 2007 a study by Goldman Sachs found that 
companies that are considered leaders in 
environmental, social and governance policies 
(ESG) actually outperformed the market by an 
average of 25 %. The study came out at the 
UN Global Compact Summit in Geneva in 
July 2007. 

A McKinsey 2007 survey of 400 business 
executives in 116 countries found that 84% of 
those questioned believe that Milton 
Friedman’s statement that “The Social 
Responsibility of Business to Increase its 
Profits” no longer describes the reality of a 

company’s role and responsibility in society. 
(Friedman, 1970) 

More than 9 out of 10 corporate leaders are 
doing more than they did 5 years ago to 
incorporate environmental, social, and 
political issues into their firms’ core strategies. 
And although many executives see the new 
standards and demands as burdens, the 
McKinsey research shows that some visionary 
CEOs are recognizing them as opportunities to 
apply their creativity and resources to gain 
competitive advantage, and help address some 
of the world’s biggest challenges. (1) 

Growing pressure from the media, 
stakeholders and NGOs on companies to 
account for the social and ecological 
consequences of their activities, is pushing 
senior managers to increase transparency and 
information about their products and 
processes, develop and implement internal 
CSR policies and engage their stakeholders in 
an open dialogue. The McKinsey 2007 survey 
states that: "Companies that can meet difficult 
environmental, social and governance (ESG) 
challenges will be positioned to succeed in the 
years ahead, especially in markets that require 
new business models and untraditional 
partnerships." (p. 8) 

Moreover, a 2008 Behavioural Cause Study by 
Cone/Duke University in the US, of more than 
1,000 people found that 79% of consumers 
were willing to switch from one brand to 
another of similar price and quality because it 
was associated with a good cause.(2) 



But it is not just consumers who prefer 
socially responsible brands, a company’s 
environmental and social initiatives have 
become important focus points for potential 
investors as important sometimes as its 
financial performance. 

Chris Tuppen, Head of Sustainable 
Development and Corporate Accountability at 
BT, says that BT's own research over the last 
30 years has shown that companies loose 
credibility whenever they drop their CSR 
principles. Also, by inviting greater scrutiny, 
CSR helps companies with financial 
discipline. Third, investors and markets want 
to see a CSR programs in place. Fourth, CSR 
can help companies develop new markets for 
products. (3) 

THE SHIFT IN PUBLIC EXPECTATIONS 

There has been a major shift in the public 
sentiment about what a good company is, and 
how it should behave towards society, its 
shareholders and its stakeholders. This 
sentiment isn't weakening because the global 
markets are ailing. On the contrary, companies 
more than ever have to respond to this 
fundamental shift in public expectations. 

David Grayson from the Centre for Corporate 
Responsibility at Cranfield University in the 
UK believes that businesses "should use these 
belt-tightening times to differentiate 
themselves from their fair-weathered 
counterparts”. Because, as the public mood 
veers towards greater accountability, it is 
imperative that the commitment to corporate 
responsibility remain strong. (4) 

Speaking at a seminar at Singapore 
Management University, professor Peter 
Shergold, Chair of the Centre for Social 
Impact at the Macquarie Group Foundation in 
NSW, Australia, said that CSR has represented 
a fundamental shift in the way a business 
looks at itself and interacts with the society 
within which it functions. Therefore, the real 
question to ask is not whether CSR is a good 
thing – it definitely is – but whether it is 
perceived as valuable enough to survive sharp 

declines in business profitability and 
shareholder value.” (5) 

The crisis has shown that the core values and 
activities of some financial companies did not 
reflect the CSR to which they were publicly 
committed. Good banking practices were 
compromised and short-term performance 
based on immediate profits were rewarded 
instead of long term sustainable operations. 
This encouraged excessive risk-taking which 
caused the financial meltdown of companies 
like Lehman brothers. 

This is where good CSR reporting can step in, 
to include not only the environmental 
performance of the organisation but also its 
most important organisational and social 
issues and its non-financial key performance 
indicators. It is basically a way of moving 
away from corporate spin and flashy reports 
and moving towards honesty and integrity in 
reporting issues of concern to the company 
and its stakeholders and charting the progress 
made in addressing them.   

CSR AND YOUR EMPLOYEES 

A 2008 survey of "MBA Student Attitudes 
about Business & Society", published in April 
2008 by the Aspen Institute of Business and 
Society Program in the US, questioned final 
year MBA students from 25 countries around 
the world about what factors would influence 
their choice of job after graduating. 
Respondents rated job satisfaction and 
work/life balance first and second, corporate 
values and ethics third, well ahead of money 
and professional status. 

It also found out that nine out of ten students 
say they are “very likely” or “somewhat 
likely” to look for another job if they find their 
values in conflict with those of the company 
where they work( p.8). Although the most 
important factor in students' decisions about 
where to work is how well a company treats its 
employees (p12), the MBA students, 
especially the females, were also concerned 
about responsible corporate governance and 
the transparent business practices of a 
potential employer (p. 12). 



 

 

The 2007 McKinsey UN Global Compact 
survey also found out that "in the increasingly 
intense competition for scarce workforce 
skills, a socially responsible company has an 
edge both in recruiting and retaining essential 
talent"(p. 12). 

My belief as the Middle East CSR manager of 
the largest law firm in the world is that good 
CSR practices bring a company more profit, 
greater longevity, integrity  but  more 
importantly …. happy employees! 

Communication with your employees has 
never been more important than in the present 
day recession. Make them feel like they are 
part of the longer term solution not the shorter 
term problem. Foster in your employees pride 
and motivation in their company by means of 
an ongoing mechanism of internal CSR 
newsletters and news grams.  

Every manager and employee should 
understand the importance of CSR to the 
business and to themselves. A properly 
designed CSR programme will have positive 
benefits for marketing, HR and key business 
areas in your company.  

Make CSR a part of your company's image by 
getting employees to play an active part in 
various CSR activities and by rewarding them 
when they volunteer. The right community 
involvement can have major business benefits 
for your company. It can reflect your brand 
values, improve employee motivation and help 
attract the best people. I you project the wrong 
image and customers and investors will no be 
keen to back you for too long. 

Have employees serve as CSR ambassadors by 
familiarizing them with the company’s CSR 
reports, activities and plans. Form a CSR 
committee or steering group to benchmark 
progress and keep momentum.  

Acknowledge and reward your employees 
when they contribute to CSR activities. Our 
bonus structure at DLA Piper is calculated not 
only on the hours lawyers bill and work but 
also on their contribution in CSR initiatives 

and pro-bono work. It has been proved again 
and again that skilled employees will take their 
talents elsewhere if they don't feel valued and 
acknowledged. 

In sum, think of CSR as a process that will 
open up your vision to risks and opportunities 
that you were not aware of before the start of 
this process and that eventually by 
implementing sound CSR strategies, you can 
begin to manage your company more 
efficiently and gain an advantage over your 
competitors. 

CONCLUSION 

In February 2008, IBM surveyed 1,100 
business leaders in 40 different countries. 
Two-thirds of these executives viewed CSR as 
increasingly important. They also admitted, 
however, to finding it hard to put into practice. 
There is a gap between intentions and 
implementation. (6) 

 

For example, in the 2007 Mckinsey survey it 
was found that while 59 percent of the 
respondents believe their company should 
embed 

ESG issues into supply chain management, 
only 27 percent actually do. (p.24) 

Businesses need to believe that caring for 
employees, communities and the environment 
is not only politically and ethically correct, but 
makes good business sense.  

CSR will have to become much more strategic 
in the future if it is to be effective in meeting 
the emerging needs of the economic downturn. 
CSR activities will need to become smarter by 
optimising the core skills of companies and 
using them in CSR initiatives. 

Vinod Mittal, Managing Director of ISPAT 
Industries stated in the IBM survey:  “I see 
corporate responsibility going through three 
phases. People start to consider issues like the 
environment because they are compelled to do 
so. Then they realize that it actually makes 



business sense. Eventually they move beyond 
compulsion and selfish motives to become 
passionate because it is the right thing to do.” 
(p.6) 

I believe that this recession is giving 
companies the opportunity to restructure their 
CSR objectives together with their business 
objectives.  For that, they must ensure that 
their CSR initiatives are an integral part of 
business operations rather than superficial, 
symbolic gestures. They must make sure that 
CSR becomes part of the DNA of their 
company and not just part of its PR. 
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