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Problematizing the
Power of Responsibility

FROM THE EDITORS

Martin Fougére
Gyongyi Kovacs
Jukka Makinen
Marjo Siltaoja
André Sobczak

The Power of Responsibility

The concepts of Corporate Responsibil-
ity (CR) and Global Responsibility (GR)
are reshaping the ways we think about
business and society as well as about their
relations. From global governance initia-
tives such as the UN Global Compact to
local efforts of greening offices, actions
are taken in many areas to mobilize or-
ganizations and individuals through the
notion of responsibility in order to work
towards a more sustainable world. There
is no doubt that CR has become globally
influential as a real world phenomenon.
Much of the groundwork aiming at
popularizing CR/GR has been prescrip-
tive, focusing on ‘selling’ Responsibility
as a powerful principle that should be
adopted by all institutional actors and
should lead the actions of managers and
employees. Most academic literature in
management tends to focus on the pow-
erful positive changes that CR has been
contributing - or may contribute — to
through a very dominant focus on ‘win-
win’ solutions. We consider, however,
that it is important to not just celebrate
the potential power of responsibility to
make a positive difference, but also to
problematize power issues that relate to
the CR phenomenon. Recognizing the
problematic aspects of CR, in particular
those related to power imbalances and
power effects in the relations between
business and society, may be a first step
towards limiting the risks of ‘win-lose’
situations that currently tend to be over-
looked in CR management literature.
The papers in this special issue of
EJBO were originally presented at the
first CR3 conference, held at Hanken
School of Economics in Helsinki on
April 8-9 2011. The CR3 conference has
resulted from cooperation between three
business schools who have been among
the first to adopt the United Nations
Principles for Responsible Manage-
ment Education (UNPRME): Audencia
Nantes School of Management (France),
Hanken School of Economics in Helsin-
ki (Finland) and ISAE/FGYV in Curitiba
(Brazil). These schools work together
on issues related to CR since 2008. The
overall theme of the 2011 conference was
‘the power of responsibility’ — and this is

Vol. 16, No. 2 (2011)

also the theme of this special issue.

Taken together, the selected articles
clearly articulate two main concerns re-
lating to power imbalances in relations
between business and society: 1) the ris-
ing power of corporations, and 2) the
rise of neo-liberalism and libertarian
thinking. Several recent clevelopments
in academic CR literature are explicitly
problematized in relation to these two
concerns. In particular, the highly in-
fluential articulations of ‘Extended Cor-
porate Citizenship’ (Matten and Crane
2005) and ‘Political CSR’ (Scherer and
Palazzo 2007) are critically discussed and
argued to potentially be more in line with
neo-liberalism than with the more egali—
tarian liberal and democratic values they
are supposed to promote.

Introduction to the
articles in this issue

The articles in this special issue all prob—
lematize power issues, although from dif-
ferent perspectives. In their theoretical
article, Mikinen and Risinen argue that
Matten and Crane’s (2005) Extended
Corporate Citizenship (ECC) is more
in line with libertarian thinking than
liberal thinking. More particularly, they
show how the ECC reliance on Voluntary
agreements between businesses and citi-
zens corresponds well to Nozick's (1974)
libertarian articulation of a contract-so-
ciety and is in stark contrast with Rawls’
(1996; 2001) liberal understanding of so-
ciety as requiring different relations with
public and private structures. To them,
this is highly problematic as the transfor-
mation in the basic structure of society
that is entailed by aturn to ECC clirectly
threatens societal background justice,
freedom and democracy.

In his provocative piece, Fougere prob—
lematizes Scherer and Palazzo’s (2007)
proposed ‘politicization of the business
firm’ (also expressed through the term
‘Political CSR’) by showing how the pro-
posed institutionalization of a political
role for firms may in fact lead to an even
more ‘unpolitical’ (Rosanvallon 2006) so-
ciety characterized by an obsession with
transparency, a reliance on surveillance
and systematic recourse to multi-actor
governance. While agreeing with Scherer

http://ejbo.jyu.fi/
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and Palazzo on the reality of deliberative multi-stakeholder gov-
ernance as an important contemporary phenomenon, Fougere
emphasizes the danger of governing and regulating an increas-
ing amount of issues through deliberative governance initiatives
which tend to be constructed around oxymoronic missions —
such as making the unsustainable sustainable — due to the abso-
lute requirement of not going radically against certain business
interests.

Hoskins, Martin and I—Iumphries also take issue with neo-
liberalism but more broadly problematize liberal thinking: they
claim that liberal rights based discourse, which sees the indi-
vidual as sovereign and the pursuit of self-interest as a primary
human value, makes the responsibility for others and nature
secondary. They articulate their critique of liberalism by draw-
ing on Levinas (1996; 2006) and indigenous Maori thought,
suggesting that only a radical rethinking of the liberal values
that guide our world may lead us towards ecological sustain-
ability, As an alternative to the liberal notion of responsibility,
they propose that a Levinas-inspired ‘relational responsibility’
should guide us in aiming for sustainability,

In positioning their argument, Thugba and Osuji problema-
tize the power of corporations and show how in many cases
in developing countries (notably in the example they focus on,
in the Niger Delta) corporations are not asked to ‘step in’ to
protect civil rights — as Matten and Crane (2005) would have it
- but rather they are asked to step out’ from activities that jeop-
ardize civil rights. They in turn suggest that a framework for
Stakeholder Engagement can provide an avenue for maintain-
ing accountability and responsibility in these types of develop‘
ing country contexts. In order to develop this framework, they
apply Arnstein’s (1969) citizenship participation model to the
relationship between corporations and stakeholders and draw
on the reasons for stakeholder participation to propose the
development of an inclusive Stakeholder Engagement model,
which they claim could render Stakeholder Engagement meas-
urable and lead it to positively benefit both the company and
society.

How do we continue?

As the papers in this special issue clearly point out, the political
dimension of CR discussion is an ongoing phenomenon offering
an alternative to the traditional endeavours that analyze CR by
examining CR (Basu and Palazzo, 2008). CR as a political phe-
nomenon offers an arena for scholars trying to break through
disciplinary boundaries between business ethics, management
studies and political theory. As a political topic, CR may also
have a history we do not know much about yet. The political
approach deals with many of the hidden and marginalized as-
pects of CR and simultaneously offers a research terrain in need

Vol. 16, No. 2 (2011)

of further development. We hope the articles in this special is-
sue encourage future discussions and developments. In order to
understand the signiﬁcance of CR and whether it can make a
real positive change towards more sustainable and responsible
economy, we feel it is our responsibility as academics to analyze
and rethink and the relations between business and society in a
way that takes the power issues seriously into account.

The editors

Martin Fougeére, Assistant professor, Hanken School of
Economics, fougere@hanken.ﬁ

Gyongyi Kovics, Professor, Hanken School of Economics,
kovacs@hanken.fi

Jukka Mikinen, Acting professor, Aalto University School of
Economics, jukka.makinen@aalto.f

Marjo Siltaoja, Assistant professor, Jyvaskyla University
School of business and Economics, marjo,siltaoja@jyu.ﬁ
André Sobczak, Research director, Audencia Group,

asobczak@audencia.com
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Extended Corporate Citizenship:
A Libertarian Interpretation

Jukka Méakinen
Petri Rasanen

Abstract

We argue that the idea of ECC
(Extended Corporate Citizenship)

is more in line with libertarian

than liberal thinking. The basic
idea of ECC is the dislocation of
the provider of citizenship rights
from governments to corporations:
corporations provide and
administrate the same citizenship
rights, which governments provided
earlier, before the political processes
started the privatization of these
entitlements (since the 1980's

and 1990’s). According to John
Rawls’ liberal viewpoint, citizens'
relations to the public structures

of society are supposed to be
fundamentally different from their
relations to private associations
like business corporations. In
libertarian thinking (as with

Robert Nozick), instead, citizens
relations to public institutions do
not significantly differ from their
relations to business corporations.
Both are based on voluntary
agreements, bringing forth the idea
of a contract-society. Since ECC is
backed up by this kind of contract-
society, it brings forth libertarian
interpretations of the most central
political matters - like the basic
structure of society, and the
concepts of freedom and democracy.

Keywords

Corporate Social Responsibility,
Extended Corporate Citizenship,
Liberalism, Libertarianism, John
Rawls, Robert Nozick

Introduction

Dirk Matten and Andrew Crane (2005)
launched an important political dimen-
sion to the discussion of the role of
corporations in society by focusing on
the question of extended corporate citi-
zenship (ECC). They do not, however,
consider corporations as citizens per se,
which have some inalienable social, civil,
and political rights, but as entities which
have complex relations in regard to these
rights.

Corporations as extended citizens, in-
stead of the states, may, for example, pro-
vide welfare rights for ordinary citizens,
further (or suspend) human rights, or act
as channels through which citizens may
express their political opinions and exer-
cise their political rights. As presented by
Matten and Crane (2005), this disloca-
tion of the provider of the citizen rights
would happen within a liberal tradition
(p. 169). In Crane, Matten and Moon
(2008) the political context is, however,
lacking. Despite references, for example,
to Western liberal tradition (p. 2, 159),
deliberative democracy (p. 41 ff.), and
libertarianism or neo-liberalism (p. 57,
58, 80, 208), no substantial view of the
political context of ECC is present. In
this paper, we argue that ECC is theo-
retically more in line with libertarian (or
neo-liberal) thinking than liberal think-
ing. In this, we agree with Jones and Haig
(2007). While Jones and Haig concen-
trate on more empirical questions, our
focus is on a theoretical level.

As our starting-point, we take the in-
fluential liberal conception of business-
society relations represented by John
Rawls (1921-2002). According to this
view, citizens relations to the public
structures of society are supposed to be
fundamentally different from their rela-
tions to private associations like business
corporations. As a contrast to Rawls, we
introduce the libertarian idea of these
relations represented by Robert Nozick
(1938-2002). In libertarian thinking the
relations of citizens to public institutions
do not signiﬁcantly differ from their rela-
tions to business corporations. Both are
based on voluntary agreements, bringing
forth the ideal of a contract-society.

We proceed as follows. First we in-

Vol. 16, No. 2 (2011)

troduce the two political conceptions
of business‘society relations: the liberal
and the libertarian conceptions. Then
we move on to introduce the idea of
extended corporate citizenship (ECC),
which, by suggesting a new political role
to corporations, reinterprets the tradi-
tional boundaries between the political
and economic spheres of society. We also
illustrate the notion of ECC in a real life
example taken from the Finnish social
and economic history. In our illustra-
tive case, the corporation - instead of the
public sector of society - provides the ba-
sic rights for citizens. We argue that this
kind of social order is in line with liber-
tarian thinking,

Two Political Conceptions of
Business-Society Relations

Liberalism is a wide enough discipline to
include different sub‘disciplines. The dif-
ference between liberal and libertarianism
comes down to the interpretation of the
idea of a contract-society. I—Iistorically,
the idea of contract as the justiﬁcation of
liberal order is widely accepted, though
in quite different forms - as, for example,
in John Locke (1632-1704), Adam Smith
(1723-1790), or John Rawls. What dis-
tinguishes libertarianism from liberalism
is the subordination of other liberal val-
ues — most notably, political democracy
and equality — under the idea of free con-
tracts between citizens. In business ethics
and CSR studies this feature of libertari-
anism has been noticed by Freeman and
Phillips (2002) who define libertarianism
as a doctrine, which rests on the idea of
contract-society. Different political phi—
losophers have presented various justiﬁ—
cations for this subordination. Friedrick
Hayek (1899-1992) argues that the value
of individual freedom is jeopardized if too
much weight is given to (wrong kind of)
democracy or social welfare. Robert No-
zick claims that contract-society, with its
moral value of individual self-ownership,
can be maintained only in an extensive
contract-society. Ronald Coase purports
a view of invisible hand (that is, free con-
tract-making between individuals) lead-
ing to social and economic welfare with-
out any strong public institutions, as for
example, democratic decision making.

http://ejbo.jyu.fi/
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We will focus on the two most eminent scholars from the
liberal and libertarian traditions. While Rawls presented the re-
birth of contemporary liberal political philosophy in the Anglo‘
American world (Heath, Moriarty & Norman, 2010), Nozick
was his harshest critic.

Rawls’ Liberalism

Rawls addresses the question of proper business‘society rela-
tions especially in his work Political Liberalism (1996, VII)
where he justiﬁes the idea of the basic structure of society as
the first subject of justice. Rawls defines the basic structure of
society as:

“the way in which the major social institutions fit together
into one system, and how they assign fundamental rights and
duties and shape the division of advantages that arise through
social cooperation”.

Here corporations, as private associations, are subordinate to
society's public structure. While the task of public institutions
(political constitution, democratic legislation process, health
care and education institutions, the legal system of property and
taxation) is to take care of the background justice (and offer the
fair conditions of operation for private associations), corpora-
tions are supposed to act under the public rules of society. The
primary responsibility for the basic rights of citizens is, hence,
on the site of the basic structure of society.

Rawls also believes that when citizens are able design and
have democratic control over the background conditions, they
are Willing to allow companies a social space with a proper
amount of freedom and autonomy (in order to focus efhciently
on their business operations). Most importantly, Rawls sets ex-
plicit restrictions to the invisible hand (free contract—making)
working ina market‘society. This distinguishes his view from
libertarian thinking, which famously sets a major role to free
and the spontaneous process of contract‘making between in-
dividuals. Rawls claims that without collective political control
and deliberate design of the basic structure, the political and
socio-economic power tends to concentrate through time, and
the historically accumulated product of particular economic
transactions is away from, not toward, the real freedom of citi-
zens (Rawls 1996, 267). If we think that ‘real freedom” amounts
here to values like democratic decision making and equality of
the material conditions of living, then the collective control of
contract—making is an important precondition of these funda-
mental liberal values.

In Rawlsian liberal setting, the basic structure and institu-
tions of the state are also expected to be impartial with respect
to citizens’ profound and irreconcilable differences in their con-
ceptions of good life (Rawls, 2001). This kind of impartiality
is important since the institutions of the state, unlike corpora-
tions, are not Voluntary for citizens. Since attendance to cor-
porations is Voluntary, they may be more partial. Corporations
may have speciﬁc aims and are allowed to assess and reward
their members on the basis of their contributions to the ends of
the firm. These kind of meritocratic practices are not acceptable
in the liberal society leaning on the basic structure of society.
The institutions of the liberal state are expected to treat citi-
zens as free and equal (Rawls, 1996; Phillips & Margolis, 1999;
Heath, Moriarty & Norman 2010).

Liberalism thus calls for explicit boundaries between public
institutions and corporations. This guarantees their different
roles and ends in a society.

Nozick's Libertarianism
Robert Nozick’s libertarianism offers a striking alternative to
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Rawls” conception of business‘society relations. As noted by
Rawls (1996, 264-265), in Nozick’s doctrine the relation of citi-
zens to the institutions of the state are supposed to be like their
relation with "any private corporation with which they have
made an agreement." From this perspective, the state is just like
any other private association (having certain special purposes
like all associations have), and citizens’ political relations to the
institutions of the state are supposed to be voluntary and open
to the meritocratic appraisal of contributions.

It seems that all relevant differences between corporations
and the political structure of society emphasized by Rawls are
missing in the libertarian setting (see Nozick, 1974). This may
seem somewhat surprising, since libertarians usually favour
a sharp distinction between the economic and the political
spheres of society. However, libertarian distinction between
politics and economics holds only when politics is understood
in a narrow sense of protecting the values of life, property and
freedom of contracts between citizens. The libertarian minimal
state lacks all those egalitarian social structures, extended wel-
fare services, and redistributive economic structures (Nozick,
1974; Crouch, 1997; Harvey, 2005) which constitute Rawls’
account of the basic structure of society. If politics, instead, is
understood widely, as covering also the extent and the quality
of the (formal and material) equality of citizens and extensive
welfare services, then libertarianism, by allowing only free (eco-
nomical) contract‘making to take care of these things, blurs
the traditional boundaries between the economic and political
spheres of society. In practice, this means the shrinking of the
liberal understanding of the political sphere.

For libertarians, the proper social order arises historically
(out of institutional vacuum) via spontaneous contracts be-
tween individuals, limited only by the property rights and the
freedom of contracts. In principle, this may lead to anything
from a highly concentrated economic power to equally distrib-
uted societal welfare. The main point, however, is the lack of
the liberal (Rawlsian or other) basic structure of society, which
has a political warrant to orient the historical process of free
(economical) contract-making between individuals. However,
libertarians do not accept this warrant (see, for example, Free-

man and Phillips, 2002).

ECC in Theory and Practice

Theory
The basic idea of extended corporate citizenship is the disloca-
tion of the provider of citizenship rights from the institutions of
the state to corporations. For Matten and Crane (2005; Crane,
et al., 2008) ECC arises especially in the context of global econ-
omy where territorially bound nation states are gradually losing
their political, social and economic steering capacities over mar-
ket forces and business actors like multinational corporations.
The emerging institutional vacuum of power is filled by busi-
ness firms and civil society associations, which enter Voluntary
self‘regulation processes and take over governments the respon-
sibility of addressing the basic rights of citizens. As concerned
by citizens’ rights, this process has a liberal background, which,
however, turns into a libertarian provision of these rights.
Crane, Matten and Moon (2008) refer especially to the Mar-
shall's (1965) famous categorization of citizenship as a set of
civil, social and political rights. While the primary providers of
citizenship rights have traditionally been public institutions,
corporations now (due to global governmental failure coupled
with the rise in corporate power) enter the arena of these rights.
In this process, civil, social, and political rights gain new intet-
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pretations.

Civil rights have traditionally been supposed to protect in-
dividuals from outside interferences, as, for example, from the
coercive power of the state. This holds also within ECC, but
it is now corporations, which increasingly take care of these
rights (Crane & Matten, 2007; Matten & Crane, 2005). Social
rights, on their turn, provide individuals with the opportunities
and resources to participate in society. While previously public
institutions pursued these opportunities, it is now increasingly
the task of corporations (Matten & Crane, 2005; Crane & Mat-
ten, 2007), These cases show the libertarian strand of ECC: the
institutional basis of the provider of the civil and social rights
has changed from public institutions (whose relation to citizens
and other private actors in society are not contractual) to corpo-
rations (whose relations to citizens and other private actors are
contractual). While much could be said about these matters, it
is political rights, which are the most interesting for us.

Political rights are meant to enable individuals to participate
in the process of collective will formation. Within ECC, this
can be done, for example, by corporations facilitating or block-
ing certain political processes, by lobbying and party funding.
Also various political actions aimed at corporations may be seen
as constituting the collective will. In cases like these, corpora-
tions provide an additional channel through which citizens can
exercise their will (Crane, et al., 2008.)

Inthe arena of political rights, corporations, hence, operate as
signiﬁcant channels. Citizens’ political activities are aimed more
and more at firms, rather than on traditional political channels.
(Matten & Crane, 2005; Crane & Matten, 2007; Crane, et al,,
2008). We must note that this kind of collective will-formation
isofa speciﬁc kind, and not necessarily the most obvious one to
come into one’s mind. Not, at least, if one holds on to a liberal
thinking,

It may be claimed that from a liberal point of view it is es-
sential for a collective will-formation that individual citizens
overcome their individual preferences (the material of contract-
making) in order to form some kind of general and over-indi-
vidual understanding of socially relevant matters. This kind of
collective will-formation is the matter of, for example, delib-
erative democracy and its aim to make possible what might be
called the “public use of reason” (Kant, 1991; Habermas, 1984
and 1987.) Moreover, the conversion of the results of the “pub-
lic use of reason” into the (Rawlsian, or some other kind of) ba-
sic structure of society has traditionally been the task of public
institutions. This is a quite natural order if we think that public
institutions should be impartial with respect to any given pref‘
erences - of either individual citizens or private associations (see
above). It is, instead, difficult to see how ECC, with its commit-
ment to a libertarian contract-society, with no institutionalised
background justice to balance individual (preference-based)
contract—making, might meet the presuppositions needed for
this kind of liberal collective will formation.

Even though for Matten & Crane (2005) ECC arises in the
context of contemporary global economy, there are also impor-
tant historical settings where to study this phenomenon (see
Roberts, 1979; Joyce, 1980; Montgomery, 1998). While histori-
cal cases obviously do not totally match with the present situa-
tion of ECC, there are enough similarities to make the compari-
son meaningful. This holds especially with the consideration of
the general structures and processes behind ECC.

Practice (early Mantta)
Michael Walzer (1983, 295-303) illustrates historical cases
reminiscent of ECC in his work Spheres of Justice A Defence

Vol. 16, No. 2 (2011)

| b
4 J
SELis- sh PABEHTENTAIOEN ¢ o
Sk SUOMESSA BRG] \, f
’ AN
TME LOCATION OF BB AR Y
PaPTE WILLE M Fomi kR 880 - Y
e N
LN LY
- 1 ] \
¥
Fa
g L JuL
O af
= -
Paperiendan -
B, {
apwr mill #
e v Faih aas,
o "
e ) to ¥
/ 3
- Sidoat w2t

: iyl LEVERS
AR o e %
LR P P

—

Picture 1: Finnish forest industry communities
Source: Makinen & Kourula (in process), Original Source: Koskinen 1989

of Pluralism and Equality with the case of Pullman, Illinois” the
town owned by George Pullman who “was one of the most suc-
cessful entrepreneurs of late nineteenth century America”. More
contemporary study is Carol D. Miller’s (2007) work Niagara
Falling Globalization in a Small Town. In the spirit of these
studies, Mikinen & Kourula (in process) show how industrial
Finland - as a compilation of forest industry communities and
mill or factory towns (see Picture 1) - offers an interesting arena
to examine economic and social systems reminiscent of ECC.

Finnish industrial history starts from the 19th century, when
Finland was agricultural economy, with no developed economic
structures or large corporations acting in communities. Neither
had Finland substantial public welfare systems of any kind. Un-
der Russian rule Finnish government also had limited amount
of autonomy. This kind of closed societal structure began, how-
ever, soon to dismantle, bringing forth interesting similarities
with ECC.

From the end of the 19th century up to 1950s there were in
Finland a number of small forest factory towns and communi-
ties where corporations were the main political actors and social
responsibility bearers, operating as what might be called “ex-
tended corporate citizens” within the framework of thin public
structures (see Kettunen, 1994 and 2008; Kuisma, 1993, 2009;
Koskinen, 2001; Mikinen & Kourula, 2008). Some of these
cases are documented in historical studies addressing towns,
municipalities, areas and communities like Tervakoski (Ko-
skinen, 1989 and 1993), Lielahti (Randell, 1997), Kyroskoski
(Leminen, 1999), Forssa (Leimu, 1983), Tampere (Haapala,
1986), Mintti (Keskisarja, 2010; Miankkonen, 1992 and 1998;
Sihvonen, 2004), Nokia (Koivuniemi, 2000), Karkkila (Rent-
ola, 1992), Varkaus (Jdiskeliinen & Lovio, 2003), Valkeako-
ski (Vuorinen, 1972 and 1995), Kajaani (Pulma & Turpeinen,
1994), Kymenlaakso (Talvi, 1979), Kemi (Hedman, 1976),
Simpele (Autio & Nordberg, 1972), Myllykoski (Autio &
Nordberg, 1972), Jimsinkoski (Autio & Nordberg, 1972) etc.

As Mikinen & Kourula (in process) point out, an illustra-
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tive example is the municipality of Mintti (currently known
as Mintti-Vilppula) located in central Finland. The Serlachius
family operated a groundwood mill in Mintta from 1868, and
a pulp and a paper mill since 1881 (Norrmen, 1993). The town
was formed around these operations with extremely strong links
to the G. A. Serlachius Company (see Keskisarja, 2010). The
factory owners and their staff were responsible for practically
the entire lives of the company’s employees, as well as of most
inhabitants of the municipality (cf. Moénkkénen, 1992; Sivonen,
2004). This social order has been described in the following way
(Palkkatyéliinen magazine, 25.4.2006, translation: Mikinen &
Kourula in process):

“The factory owners of Mintti have hired the first police of-
ficers and built the first fire department. The company main-
tained the phone network until 1954, The company put efforts
into building roads and railways. It owned ships, brought the
first car to Mintti in 1913 and maintained the municipality’s
roads and streets up to 1948. The inhabitants bought their
groceries in the company store and paid them with “Serlachius
money”. The first bank of Mintti got its premises and safe from
the company. Healthcare was provided by a midwife and doc-
tor hired by the company. Only in the 1950's did the doctor
start to be employed by the municipality. During the [Finn-
ish Winter 1939-1940 and Continuation 1941-1944] wars the
military hospital of Tilkka was located in the Minttd Club and
the Children’s ward was temporarily in the Joenniemi mansion.
Mintti inhabitants took their children to a daycare or day‘nurs‘
ery provided by the company. School was held at the grinding
mill starting in 1869. When the Mintti factory school became
a public school, it continued its operations in the Serlachius
sauna building. Minttd’s inhabitants lived in factory houses.
The first company houses were built in 1870. House building
was very active at the turn of the century. In 1936, half of the
municipality's inhabitants lived in company apartments. In the
1970's, the company started getting rid of company housing.”

Finnish early experiences of industrialization reflect the
process of accumulation of capital within the minimal basic
structures of society. There was the scarcity of institutionally
done social work for industrial operations, as well as lack of
background institutions evening out the cumulative effects of
economic transactions. This brought forward an instrumental
response by corporations to the thin and fragile social infra-
structure, which hindered their growth and reproduction. As
in ECC, corporations started to take care of citizens’ rights.

Even though the case of Mintti is somewhat extreme, it is
reminiscent of ECC in that corporations voluntarily and ex-
tensively enter the arena of citizens’ civil, social and political
rights (see Crane, et.al., 2008, 60). Historically, these kinds of
corporate centered systems have not either been rare, but have
existed worldwide especially at the early stages of industrialism
(see Roberts, 1979; Joyce, 1980; Montgomery, 1998; Koivunie-
mi, 2000). Thus, ECC is hardly a new phenomenon associated
only with the recent phases of globalization.

In early Minttd, the basic structure of society was almost
identical with the organizational structure of G. A. Serlachius
Company. The participation with the operations of the compa-
ny was only formally Voluntary. Costs associated with stepping
outside the influence of the company were high practically for
all inhabitants, and being fired from the corporation came close
to being fired by the society.

In this kind of social system, the corporation has particular
ends and missions, and it can recruit, assess, and reward indi-
vidual citizens on the basis of how well they serve its ends and
missions (compare above). At the same time, the fragile and
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thin public structure limits peoples' possibilities to pursue their
own ends of life. It is corporations — and market structures —
which, instead, have extensive authority regarding the proper
ends and values of life in a society.

If society has no political background justice, which levels the
effects of free contract‘making, it is corporations and free mar-
kets which determine the basic orientation of living for citizens.
Today this is most apparent in those underdeveloped countries
which have no strong public structures and yet are attracting to
(multinational) corporations. In these kinds of libertarian (or
neo-liberal) settings, emphasis is given to various things. Soci-
ety purports and favors the economization of various spheres of
life (like those enabling the civil, social and political citizenship
rights), “economic rationality”, procedural justice (over other
conceptions of justice) and negative rights (vs. positive rights),
as well external (atomistic and contractual) human relations
(vs. internal human relations) (Risinen, 2007.)

If corporations take over the responsibility of building up the
basic structure of society - as in early Mintti and in some con-
temporary cases - they must do this according to their nature,
that is, as economic actors. However, this excludes them the
possibility to take care of those liberal conditions of the back-
ground justice, which were meant to correct the very results of
free contract‘making of economic actors. It seems, hence, that it
is almost conceptually flawed to think that corporations might
here do governments’ work. If we hold on to the idea that it is
the task of the background justice of society to reflect the “pub—
lic use of reason” vs. the preferences of citizens, ECC hardly
offers a viable option to liberal state-institutions.

We must, to be sure, note also the differences between his-
torical examples like Mintti and contemporary global econo-
my. In our days, the number of players in the determination of
communal decision-making in (almost) any society is notably
higher. Free entry to global markets is meant to guarantee that
no single corporation can attain power in some new business-
area. Non-governmental organizations (NGO's) critically focus
on corporate-actions. Lobbying—parties influence political deci-
sion—making. Media, with its multiple and continually changing
forms, is a powerful actor in global business. There is certainly
much more happening in the contemporary context of ECC.
Nevertheless, the structural similarities in the basis of ECC re-
main: it is rather private than public organizations, which are
meant to be the driving‘forces behind societal development.
From a liberal perspective, the single most harmful outcome
of this is the difﬁculty of ﬁnding even a theoretical place for a
(Rawlsian or some other kind of) political orientation of free
contract‘making. Mintti-case is as an illustration of what can
(is likely to?) happen in this kind of situation.

As we have seen, G. A. Serlachius Company acquired such
an amount of power that it became dominant in determining
peoples’ lives. The relative social status of the inhabitants in
early Mintti was strongly related to their relative contributions
to the ends of G. A. Serlachius Company. It could also not
have been imagined that the society's collective will — formed
on the basis of the “public use of reason” - could have displaced
the strategic goals of G. A. Serlachius Company. The politi-
cal rights of citizens were only instrumentally at corporations’
agenda. Social programs, likewise, were corporations’ political
strategies against the rising power of the working—class move-
ment and socialism (both of which gained energy out of the in-
equalities produced by the underdeveloped redistributive socio-
economic background structures). Corporate-led “libertarian”
development in Mintti meant narrow and unprogressive po-
litical prospects for community.

http://ejbo.jyu.fi/



EJBO Electronic Journal of Business Ethics and Organization Studies

This situation changed only when G. A. Serlachius Compa-
ny gradually outsourced its social and political responsibilities
to the municipality, and the public structures of Mintti gained
more independence through the building of the Finnish wel-
fare state. In this new “liberal” order, citizens’ basic rights were
more and more being provided by the democratically governed
basic structures of society outside the domain of the company
(Mikinen & Kourula, 2008 and in process; Moénkkonen, 1998;
Sivonen, 2004). The fundamental terms of living, as well as the
realization of the basic rights of citizens, were no longer directly
dependent on the strategic and political ends of the corpora-
tion, It is interesting here to note an analogy to one discussion
in contemporary political philosophy.

Quentin Skinner talks about the concept of republican free-
dom. By this, he refers to a situation where the citizens of the
state are not free only of actual restrictions to their actions, but
also of potential restrictions. That is, individual citizens do not
fear that those institutions, which, in the first place, have admit-
ted them certain rights to act in a certain way, might deprive
them those rights. This kind of guarantee is one of the most
eminent that liberal governments may offer. As presented by
Skinner, arguments in favour of republican freedom were es-
sential in those arguments, which parliamentarians set against
monarchy in the 17th century England (Skinner, 2003.) In early
Miintti, we may say, the relation of G. A. Serlachius Company
to the citizens of Minttd was analogical to that of Monarchy to
the parliamentarians in the 17th century England,

Conclusion

Libertarian society arises historically when individuals make
legitimate contracts with each other. Social and political struc-
tures are needed only to support the legitimacy of contracts,
private property rights and negative freedom. Finnish experi-
ences of the corporate centered systems of power and responsi-
bilities are natural, though, arguably, not the necessary results
of these processes of accumulation of capital over time within
minimal political and socio-economic background structures.
At the level of contemporary global economy with ECC things
might be the same structurally.

ECC is not a liberal doctrine. This becomes apparent in not-
ing the ambiguity of ECC'’s interpretations of various political
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Corporations as Political
and Unpolitical Actors
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Abstract

This paper engages with the

lively academic debate on the
politicization of the firm and

more specifically with Scherer

and Palazzo's recent works on a
‘political conception of corporate
responsibility’. A number of
critiques are formulated, in
relation to both the discursive
articulation of “political CSR’

in the way it constructs the
political role of business and the
normative argument advocating
this politicization, focusing on
possible unwanted effects. The
paper then discusses how the
proposed institutionalization of a
political role for firms may in fact
lead to an even more ‘unpolitical’
society, borrowing this ‘unpolitical’
notion to Rosanvallon in order to
problematize the very terminology
of a ‘politicization’ of corporations.
This problematization makes it
possible to expose the oxymoronic
nature of political CSR — indeed,

it can be seen as an ‘unpolitical
politicization’. Contrasting political
(social democratic) government and
unpolitical (deliberative democratic)
governance, the paper concludes
on the dangers of the oxymoronic
articulations that characterize
deliberative governance initiatives.
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Introduction

As a response to the limits of the domi-
nant present conceptualizations of the
roles of business in society, a number of
authors are now calling for a new theory
of the firm that would explicitly articu-
late the political role of corporations in
a globalized world. Perhaps the most
prominent of these recent efforts has
been Scherer and Palazzo’s (2007) intro-
duction of a political conception of Cor-
porate Responsibility (CR), inspired by
Habermasian philosophy (and later fur-
ther discussed in e.g. Scherer et al., 2009;
Scherer and Palazzo, 2011). By seeking
to reconceptualize the political role of
the firm with the help of Habermas'’s
articulation of ‘deliberative democracy’,
Scherer and Palazzo seem to aim both
at: (1) developing a theory that provides
more and better insight into today’s re-
lations between business and society;
and (2) advocating an evolution in busi-
ness involvement in political affairs that
would be more democratic and better
suited for serving the public good. I do
not take issue with the more descriptive
aspect of the argument here, as I do not
dispute the facts - quite on the contrary
— that (1) the business firm should be
understood as an actor with consider-
able political influence, and (2) there
have been a number of recent examples
of (not explicitly corporate‘centered)
multistakeholder coalitions that support
the thesis that business firms increas-
ingly involve themselves in deliberation
processes meant to address governance
challenges on social and environmental
issues. However, I do want to emphasize
a number of aspects I find problematic
in: (1) the discursive articulation of ‘cor-
porations as political actors” (Scherer et
al. 2009), ‘the new political role of busi-
ness’ (Scherer and Palazzo, 2011) and
the ‘political conception of Corporate
Responsibility’ (Scherer and Palazzo,
2007); and (2) the normative suggestion
that it would be desirable for society that
the business firm should become ‘po-
liticized'. I apologize in advance for not
focusing on the most inspiring aspects of
Scherer and Palazzo’s theoretical elabo-
rations based on Habermas; in a sense I
target my critique from an unfair angle -
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from the side, so to say — but still hope
that some of my arguments will lead to a
relevant questioning of the desirability of
the proposed ‘politicization of the busi-
ness firm’,

While I certainly share the concerns
expressed by Scherer and Palazzo and
other prominent CR scholars (such as
Matten and Crane, 2005) about the
threats posed by business to democracy
and the common good, and am no doubt
sympathetic to their aims to reconcep-
tualize CR and the role of the business
firm, in this paper I present a number
of potential problems that I see in their
conceptualizations, in the critical spirit
encouraged in this special issue. I set out
to reflect on what the political role of
business firms is and should be, although
admittedly in a rather sketchy way. My
main aim with this paper is to contribute
to the debate on these issues, a debate
that I find most central in today’s world
- not only academically challenging and
stimulating but also vitally important for
people and planet. I will start by listing
four main, closely interrelated concerns
I have with this explicit ‘politicization’
of the business firm — two of which are
more related to the discursive articula-
tion itself and the other two having more
to do with my skepticism as to how likely
business would be to play the game along
the lines suggested while not playing oth-
er power games. [ will then proceed with
a discussion of how the proposed institu-
tionalization of a political role for firms
may in fact lead to an even more ‘unpo-
litical society, borrowing this ‘unpoliti—
cal’ notion to Rosanvallon’s (2006) La
contre-démocratie in order to problematize
Scherer and Palazzo’s (2007; 2011) de-
scription of the evolution of governance
in terms of a ‘politicization’ of corpora-
tions. This problematization will allow
me to expose the oXymoronic nature of
what they call political CSR - indeed,
an ‘unpolitical politicization’ - and con-
clude on the dangers of such oxymoronic
articulations.

Four concerns

Although the four concerns discussed
below are interrelated, the former two re-
late more to the discursive articulation of
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the ‘politicization of the business firm’ in the way it constructs
the political role of business and the latter two take issue with
the normative argument advocating this politicization, focusing
on possible unwanted effects.

Contributing (however unwillingly) to the

myth of business as apolitical until now

My first concern with the theoretical ‘politicization' of corpora-
tions articulated by Scherer and Palazzo (2007; 2011) lies in
the impression it gives that corporations until now or until re-
cently were not politicized, thereby contributing to the myth
that business has historically been apolitical (see e.g. Bendell
and Bendell, 2007). This dominant understanding of business
has remained for a very long time as an effect of the power of
business discourse, and in a sense, conceiving of the politiciza‘
tion of business as something new could discursively reinforce
the fallacy of business being apolitical. My point here is not to
accuse Scherer and Palazzo of ignoring the political dimensions
of business action, as they are clearly very much aware of the
extent of corporate power and the ‘political strategy approach’
that used to be the dominant understanding of politics seen
from a business perspective (see e.g Scherer et al., 2009). But
the main question here is: are the terms ‘politicization', ‘new
political responsibility', etc, not misleading? This is more than
just a comment on the choice of words: as we are working in
postpositivist traditions, we know that we need to beware of the
possible effects of our acts of naming when articulating theories.
In this case, discursively granting business a new political role
could lead to two main unwanted problematic effects: (1) the
impression that business had not enough impact on politics and
society in the past; and (2) a mandate for corporations to de-
velop their power even more, I will elaborate on the latter issue
mainly when discussing my third concern, but let me discuss
some aspects of the former issue here.

In my view there are two main reasons why it is problematic
to give the impression (however unwillingly) that business has
not been involved enough in politics until recently: (1) business
has been exerting massive amounts of political power through
lobbying for a long time, and increasingly so; and (2) business
discourse has typically presented business activity as ‘apolitical”
Relating to the former aspect, Scherer, Palazzo and colleagues
claim that the instrumental ‘lobbying’ view that has constituted
the dominant understanding of politics in management studies
until recently was premised on the state-system being ‘able and
sufficient, via regulation and enforcement, to direct the results
of the strategies and actions of self-interested economic actors
toward societal good’ (Scherer et al., 2009, p. 332) and that this
view cannot be as relevant anymore for global businesses who
do not operate ‘within the borders of a clearly defined legal sys-
tem’ (Scherer et al., 2009, p. 332). This argumentation seems
to overlook the fact that political lobbying by corporations and
business interest groups (such as the International Chamber of
Commerce or the aforementioned World Business Council for
Sustainable Development) still has a huge impact not just on
the legislative function of politics on the national level, but also
when it comes to avoiding regulation on the regional (e.g. EU)
and global scales, Within contemporary national political sys-
tems characterized by what is not so aptly called ‘good govern-
ance’, outright bribery may not be common but political cam-
paign contributions have become the norm, especially in the
United States, where all major corporations now have offices in
Washington DC in order to support the efforts of their lobby
organizations (Bakan, 2004, p. 103). As an illustration, ‘[US]
pharmaceutical companies spent $759 million to influence
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1,400 congressional bills between 1998 and 2004 which has
led the US government to ‘[make] their interests paramount in
international trade negotiations’ (Stiglitz, 2006, p. 191). This
suggests that ‘old-school’ lobbying at the nation-state level — or
at the EU level - can have huge impacts on the emerging global
governance arrangements and rules, where voices from the US
or the EU are particularly influential. Examples of global gov-
ernance processes that have been largely controlled by business
interest groups in order to favour corporate interests often at
the expense of society include the transfer of intellectual prop-
erty rights from the UN system to GATT (see Patomiki and
Teivainen, 2004).

Relating to the latter aspect, Bendell and Bendell (2007) ar-

ue that business practice was largely (re)presented as apolitical
until the mid-1990s, with managers striving ‘not to be swayed by
subjective and emotional concerns about what...are non-finan-
cial matters’ and considering ‘social and environmental issues
as not their responsibility but that of government’ (Bendell and
Bendell, 2007, p- 63). While there has clearly been a shift since
then in terms of explicit claims of companies as to their social
and environmental responsibilities, what is interesting is that
the political implications of these newly claimed responsibili—
ties have still tended to be suppressed: social and environmental
challenges for companies are typically presented as remaining
a technocratic, management‘related issue, not a political one.
When PR crises related to social and/or environmental con-
cerns become explicitly politicized, companies tend to deny re-
sponsibilities. In the recent example of the Finnish pulp and
paper company Botnia building a huge pulp mill in Uruguay
by the border with Argentina, the major political crisis that
erupted as a result led Botnia to issue the following statement:
‘Botnia is not a party to the dispute between the Uruguayan and
Argentine governments, but works in the background to help
resolve the conflict as far as it can’ (Botnia, 2006, p- 28). The
only political question that seemingly was relevant to Botnia in
this case was the way in which Uruguay as a country was ranked
in terms of political risk by broad indicators, which suggested
that this was a safe investment. That such a big mill so close
to Argentina could cause a border dispute apparently was not
considered to be a reasonably predictable outcome by Botnia,
which throughout the crisis has maintained that it has acted
according to the most ‘responsible’ business practice possible -
a seemingly reasonable statement when it comes to a narrow,
technocratic and apolitical understanding of its responsibili—
ties, with its environmental impact assessment, its use of ‘best
available technology’ and its (company—centered) stakeholder
dialogues on the Uruguayan side of the border. Extended re-
sponsibilities for environmental and social issues did not lead
to an acknowledgement of broader political responsibilities in
this case.

Another interesting contemporary Finnish example of this
apolitical stance could be Nokia, which claimsin its CR report to
‘[take] human rights into account in all decisions and operative
methods relating to business activity’ but nevertheless, through
its joint-venture Nokia Siemens Networks (NSN), ‘[operates]
in Turkmenistan, a country that is classed as one of the worst
three dictatorships in the world, and one that blatantly violates
human rights and denies freedom of speech' (Halonen and Fra-
zier, 2008). Nokia claims that it should be able to do business
in Turkmenistan because the country in question is not sub-
ject to a formal embargo — an argument that is nowhere to be
found in connection with human rights in the same CR report.
When further criticized, the company (through its Executive
Vice President of Corporate Relations and Responsibility and
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through the Head of Corporate Affairs for NSN) comes up
with the argument that the ‘increased connectivity’ offered by
the GSM-network it is establishing in the country ‘can provide
important benefits to society through enabling the open sharing
of information and enhancing economic prosperity’ (Sundbick
and Kivinen, 2008) while ‘many dissidents and human rights
activists who have fled Turkmenistan believe that the Nokia
Siemens network only improves information collection for the
state secret police and enables more effective surveillance of dis-
sidents’ (Halonen and Frazier, 2008). Both Botnia and Nokia
are members of the aforementioned World Business Council of
Sustainable Development (WBCSD) and consider themselves
as exemplary CR companies, yetitis clear that they are not will-
ing to take any political responsibilities when their actions have
important negative political implications. Despite the political
impact of their actions, they desperately try to maintain the
myth of an apolitical business sphere even though they increas-
ingly consider themselves soci(et)ally responsible. This shows
that the myth of an apolitical business can be selectively used
as a rhetorical resource to deny certain negative responsibilities
at the same time as businesses engage in multistakeholder ini-
tiatives working along the principles of deliberative democracy:
businesses are happy to be more involved in deliberation meant
to regulate their activities (positive political responsibilities) but
they are not willing to acknowledge that they may be partly re-
sponsible for political crises (negative political responsibilities).

Building on foundations that are already politically loaded

My second concern relates to using CSR/CR as a basis for
this rearticulation. I know that Scherer and Palazzo (2007,
p. 1096) refer to CR ‘as an umbrella term for the debate’ on
business and society broadly speaking. But in my view draw-
ing on CR in order to rearticulate the political role of business
is problematic because CR can be seen as a (political) move-
ment largely designed by business — thanks to interest groups
such as WBCSD - to address the sustainable development
challenge through voluntary action and stakeholder dialogue.
I call it a ‘political movement’ because what defines CR - or
at least its overwhelmingly dominant version in the corporate
world, which Scherer and Palazzo (2011, pp. 5-8) call ‘the in-
strumental approach to CSR), i.e. the stress on voluntary action
beyond legal requirements — is largely meant to limit govern-
ment legislation and other forms of binding regulation on social
and environmental issues as much as possible while attempting
to enhance corporate image through extensive communication
on often anecdotal actions (see e.g. Banerjee, 2007; Fougére and
Solitander, 2009). To me this dominant version of CR is clearly
infused with a neoliberal ideology (see Ganesh, 2007; Shamir,
2008) and thus is, ironically enough, already a symptom of the
overwhelming political power of business in today’s world.
More importantly, besides being a symptom of corporate pow-
er, CR can also be understood to be ‘an ideological movement
that consolidates the power of large transnational corporations’
(Banerjee, 2007, p. 147; my emphasis) by extending their re-
sponsibilities in society.

But more concretely, how is CR contributing to the over-
whelming political power of business? First, there is a great deal
of evidence that the development of mainstream CR discourse
has been used (for instance by WBCSD) as a way to support
lobbying against binding regulation (see e.g. Corporate Watch,
2006). Second, certain CR tools can be understood as leading
to regulatory capture: for instance, ‘corporate environmental ef-
forts that go beyond the law can serve to anticipate and shape
future legislation or even circumvent legislation through volun-
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tary codes of conduct’ (Banerjee, 2007, p. 29). Third, develop-
ing corporate—centered multistakeholder dialogues provides op-
portunities for firms to co-opt certain civil society organizations
who are asked to be ‘constructive’ in their relations with busi-
ness — while potentially contributing to discredit other civil so-
ciety actors that are excluded, or voluntarily exclude themselves,
from the discussions. Fourth, the ‘selective information sharing’
(Bakan, 2004, p. 152) that is part of the CR activities of many
companies can be used to frame what is and is not researched
when it comes to certain, potentially harmful products (such
as e.g. genetically modified organisms, mobile phones, or ciga-
rettes). But it could also be added that companies keep com-
ing up with creative ways of pretending to promote responsible
behaviour while in fact leading ‘will formation’ in the opposite
direction, as when General Motors advertised their electric cars
in a conspicuously arty (and award-winning) way in order to
make sure that the average car buyer would never be attracted
by such an elitist product in order to preserve the status quo of
the ‘American way of life’ (see Paine, 2006); or when tobacco
companies ostentatiously communicate the message to teenag-
ers that ‘it is bad to smoke’ (Nymander 2009), playing on the
transgression drive among that segment of the population.

CR, considered an oxymoron by a number of authors (e.g.
Banerjee, 2007; Cloud, 2007; Devinney, 2009), can thus be seen
as a discursive instrument of power that helps to mask the reality
of the overall impact of neoliberal globalization on the environ-
ment and societies, a discursive instrument whose hegemonic
articulation has been largely shaped by business interest groups
(see Fougere and Solitander, 2009). As Méheust (2009) puts
it, oxymorons tend to proliferate in societies characterized by
strong tensions in order to sustain... the status quo: ‘the more
oxymorons will be produced, the more people, in a permanent
double bind [in English in the original], will be disoriented and
unable to think and accept [radical change]” (Méheust, 2009, p.
147; my translation). This is why in my view, drawing on CR
is a dubious starting point for articulating the turn to a func-
tioning deliberative democracy, Ina global political economy
where global corporations already exert a considerable amount
of power, should it be a priority to give them even more say in
contributing to will formation and agenda formulation by artic-
ulating their new political roles? I now turn to the prescriptive
nature of this articulation: giving businesses new roles is also
inviting them to exert more power.

Inviting business to exert its bargaining power

In recent history, business has been only too happy to be invited
to take part in deliberations about society, as it has been re-
markably good at in turn hijacking a number of societal causes
through business-centred ‘stakeholder dialogue’ and the as-
sociated co-opting of other actors. I understand that the idea
here would be that public deliberation processes would not be
business-centred, unlike the view put forward by stakeholder
theory. But is there not a risk in inviting corporations to take
part in formal political deliberations on more issues of public
interest, given the overwhelmingly stronger bargaining position
that business often has? Could this not lead to even more influ-
ence from the economic bottomline-driven rationality of busi-
ness in broader societal issues?

One example that comes to mind relating to extended delib-
eration processes on global governance issues is the UN Gener-
al Assembly Economic and Social Council (ECOSOC), which
now ‘[incorporates] regional organizations, NGOs, parliamen-
tarians, local authorities, academia, business and media into

[its] work” (Patomiki and Teivainen, 2004, p. 29). Through
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this incorporation:

NGOs and business, in particular, have gained access
to discussion, agenda‘setting and sometimes, as observers,
to actual decision-making as well. Many NGOs are in fact
BINGOs (Business Initiated NGOs), and they should
not be confused with more authentic civic associations.

Whether this development amounts to democratiza-
tion is open to question. To the extent that the most im-
portant role is played by big business and BINGOs, this
would only serve to strengthen the one dollar / one vote
principle. (Patomiki and Teivainen, 2004, p. 29)

With Patomiki and Teivainen, one may wonder whether
giving a double or triple voice to business interests — since the
are usually represented, at least if we think about global gov-
ernance deliberations taking place within intergovernmental
organizations (IGOs) like in the case of ECOSOC, through
the bargaining powers of their home states within the IGO and
possibly also through BINGOs - will lead to more democratic
processes of governance. Whether within or without IGOs, giv-
ing even more voice to business in multi-actor governance, and
thus indirectly spreading the ‘one dollar / one vote principle’
further, would not seem to go in a more democratic direction.

Suggesting that business may stop

acting in the shadows on its own accord

Finally, my fourth concern can be summarized as follows: even
if we assume that business plays the game as suggested and con-
structively takes part, unmasked, in different deliberation proc-
esses leading to a fruitful public debate on important governance
issues and thus seemingly a better functioning democracy, why
would it renounce indulging at the same time in more hidden
and insidious political action through lobbying, marketing, etc.?
As Banerjee (2007, p. 168) argues, ‘the ugly face of CSR is the
covert and sometimes not so covert abuse of corporate power
while attempting to portray a caring and responsible citizen im-
age through relentless public relations campaigns', Businesses
have long been combining covert actions to defend their inter-
ests in ways that are not meant to become public with public
communication in which they pose as transparent and respon-
sible agents contributing to the societal better good. Adding ad-
ditional opportunities for businesses to be heard and contribute
to will formation in a transparent and fair way does not as such
imply that more covert actions would end. As long as business
is above all about maximizing profits and shareholder value,
how could one expect that businesses would not seek to gain
maximum advantage from every activity they indulge in? It is
only ‘responsible’ for them to do so, both as a matter of survival
in highly competitive environments and because - if they are
publicly listed corporations, as most global business actors are —
they are required to think first about their shareholders (see e.g.
Bakan, 2004). Invited to join public discussions meant to shape
wills in society, businesses will look for ways to maximize the
advantages gained from these processes and are likely to align
some of their more hidden (e.g. lobbying) activities with the de-
velopments they also contribute to in the more public forums.
In this sense, this will be about ‘win-win’ for business — mean-
ing, winning from both exerting power in public deliberations
and those more covert ‘abuses of corporate power’ that public
deliberation, in Scherer and Palazzo’s (2007) view, should in
principle be meant to help mitigate.

Let me give one recent example of how abuses of corporate
power have been coupled with a ‘creative way' of abusing a ‘prO‘
gressive’ scheme - i.e. originally meant to constrain detrimental
business impacts on society — for maximum business advan-
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tage... and eventually a rather detrimental impact on society:
steel companies in Burope have been taking full advantage of
the greenhouse gas emissions trading system, to such an extent
that in 2008 the steel sector ‘[accounted] for nine out of the top
ten permit surpluses among some 12,000 affected factories and
power companies’ (Szabo, 2009), while remaining one of the
sectors that produces the biggest amount of greenhouse gases.
Such a benefit can be attributed to ‘aggressive lobbying’ (Szabo,
2009) and a bargaining position with states that is favourable to
steel manufacturers who recurrently threaten to delocalize their
production to areas of the world with less strict environmental
regimes: as a result, European governments have given the steel
industry very high quotas of free carbon permits, leading ‘Euro-
pean steelmakers [to receive] over $1 billion worth of unneeded
carbon permits’ in 2008, proﬁts which ‘are ultimately paid for
by European electricity consumers including businesses and
households’ (Szabo, 2009). The point here is not to say that
businesses — in this case, steelmakers — are ‘evil but simply that
maximizing advantages gained from the institutional incentive
environment is what they do, and should be expected to do,
given what business rationality is about. Whatever new possi-
bilities a politicization of the business firm provides in terms
of advantage maximizing opportunities, we can trust the firm
to find creative ways of doing that, which may or may not turn
out to be also to the benefit of society — although the latter will
tend to be more likely, as maximizing one party’s benefit tends
to prevent other parties’ benefits from being maximized. There-
fore, unless there is a very radical change in business rationality
- i.e. not tied anymore to profit maximization as ultimate aim,
a change which is difficult to imagine happening in the near fu-
ture — it is hard to see how businesses would accept to do away
with more covert political activities and play the game fairly
along the lines suggested by Scherer and Palazzo (2007).

In a sense, the thinking behind the politicization of the busi-
ness firm seems to be that if business is invited to participate in
deliberation in a ‘transparent' way, this will enhance corporate
accountability to society. This is where Rosanvallon’s (2006)
notion of ‘the unpolitical’ can be useful in further problema-
tizing the proposed politicization of the firm and exposing the
oxymoronic nature of this articulation.

The rise of the unpolitical

To summarize my concerns with the articulation of business
as a politicized actor, I see the institutionalization of a politi-
cal role for business in contemporary democracies as repre-
senting a number of risks, which include the understatement
of the already existing political influence of business actors and
the possibility of giving too much additional power to business
actors. Although I also see potential benefits to democracy in
Scherer and Palazzo’s (2007; 2011) rearticulation, I am won-
dering whether the threats do not outweigh the opportunities.
In my view, acknowledging, encouraging, formalizing and insti-
tutionalizing a political role for business could lead to more ‘un-
political’ practices rather than a sounder democracy, I borrow
the term ‘unpolitical’ (or impolitique’, in the original French)
from Rosanvallon (2006). What Rosanvallon calls ‘the unpo-
litical’ refers to ‘the lack of a global understanding of problems
connected to organizing the common good’ (Rosanvallon, 2006,
pp- 28-29; my translation). What Rosanvallon means by ‘global
understanding’ here is not only related to globalization, but also
to a lack of holistic vision of the issues, the seeming impossibil—
ity to understand issues in all their complexity due to, among
others aspects, the different types of (scientific/technocratic)
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knowledge needed to comprehend those issues. It can be argued
that today our ways of governing become increasingly unpol1t1‘
cal as there are no institutions with the legitimacy meaning,
notably, both a political mandate and enough power — to organ-
ize the common good in today’s globalized world. This notion of
the unpolitical is similar to Shamir’s (2008, p. 2) articulation of
‘the economization of the political', which ‘transforms the very
instruments of public authority, replacing laws with guidelines,
relying on self- and reflexive regulation and treating normative
prescriptions in general as commodities that are to be produced,
distributed and consumed by a host of agencies, enterprises and
non-profit organizations’. We can identify three main unpoliti-
cal trends, which have been accompanied, and certainly actively
encouraged, by the increasing power of business over the past
decades and the acceleration of globalization: (1) ‘the obses-
sional idealization of the transparency principle’ (Rosanvallon,
2006, p. 292; my translation); (2) the related development of a
number of ‘surveillance’ apparatuses (through evaluation, certi-
fication, accreditation, audit, etc.); and (3) the systematic fram-
ing of all issues in terms of ‘governance’, abandoning govern-
ment for a form of management associating many actors and
norms. As Shamir (2008, pp. 3-4) puts it, ‘governance’ can be
understood as ‘a conceptual device’ articulating the process of
‘moving away from the legalistic, bureaucratic, centralized top-
down configuration of authority to a reflexive, self-regulatory
and horizontal ‘market-like” configuration’. This does not mean
that there are no power struggles involved in governance proc-
esses such as multistakeholder initiatives — these processes are
inherently political as the different actors involved in horizon-
tal deliberation defend their interests — but that the conﬁgura‘
tion of authority has changed. Thus, ‘unpolitical’ should not be
equated with ‘apolitical’; instead, it qualifies 2 mode of govern-
ance that does not rely on a centralized top-down authority.
The move to unpolitical governance does not entail a disappear-
ance of politics, but its relocation (Shamir, 2008).

I will now discuss how the development of CR until now has
very strongly contributed to these trends, and how in my view,
involving business further into public deliberation processes will
most probably lead to reinforcing these trends. I will first relate
CR to the issues of transparency and surveillance, and then I
will move on to the problem with multi-actor governance — and
especially what I see as the unpolitical impact of the corporate
involvement in public deliberation - using the Roundtable on
Sustainable Palm Oil (RSPO) as an illustration. Throughout
this discussion I will try to make clear why I find such an ‘unpo‘
liticization of society’ most concerning.

The unpolitical impact of Corporate Responsibility:

transparency and surveillance

CR, at least as an empirical phenomenon, can be argued to be
largely about reporting as it ‘consists of clearly articulated and
communicated policies and practices of corporations that re-
flect business responsibility for some of the wider societal good’
(Matten and Moon, 2008, p. 405). The rhetoric of ‘responsibil-
ity’ implies that CR actions, including the very act of reporting
itself, are Voluntary and go beyond legal requirements — which is
true in most institutional contexts as CR reporting is not man-
datory by law in most countries. But this stress on voluntariness
also means that ‘the precise manifestation and direction of the
responsibility lie at the discretion of the corporation” (Matten
and Moon, 2008, p. 405). This is problematic, and much of the
discussion around CR has been about the notion of ‘corporate
accountability' (see e.g. Lawrence, 2008; Owen and O'Dwyer,
2007; Rasche and Esser, 2006; Swift, 2001) which would sup-
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posedly go beyond mere 'responsibility’. While accountability
should be about ‘answerability for one’s actions or behaviors’
(Buchholtz et al., 2007, p. 335) as well as their ‘consequences’
(Matten and Crane, 2007, p. 64) and thus should in principle
involve possible sanctions for e.g. reporting false information, it
seems as though the version of accountability that is becoming
dominant is based on the ideal of transparency in reporting but
without ways to make companies answer for their actions. For
instance, what seems to predominate in the practice of stake-
holder dialogue and engagement today is a ‘soft’ form of ‘stake-
holder accountability’, since ‘with no rights to information built
into the process, power differentials between the organization
and its stakeholders remain unaltered’ (Owen and O'Dwyer,
2007, p. 397).

The way accountability now tends to be defined in academic
works reflects this soft version, as in the following example: ‘to
account for something is to explain or justify the acts, omis-
sions and risks and dependencies for which one is responsible
to people with a legitimate interest’ (ISEA, 1999, p- 18). This
partial definition is for instance used by Melé (2009) who does
not include the second part of the definition, which states that
‘in addition to this accounting requirement of transparency, ac-
countability also entails a broader obligation of responsiveness
and compliance’ (ISEA, 1999, p. 18). Similarly, what seems to
be increasingly happening in academic discussions on the issue
is that accountability is reframed as merely a matter of trans-
parency. For example, the conclusion of Crane and Matten’s
(2007, pp. 64-70) seven-page long discussion on corporate ac-
countability is that ‘in order to enhance corporate accountabil-
ity, corporate social activity, and performance should be made
more visible to those with a stake in the corporation’ (Crane
and Matten, 2007, p. 70), which puts the heaviest emphasis on
the question of transparency. This is not to say that the authors
equate accountability and transparency, but in my view there
can be perverse effects in lifting up transparency so much: on
the one hand, in certain institutional contexts, notably in the
US, the higher likeliness of companies being held accountable
in court seems to lead to a reluctance to be transparent when it
comes to CR-relevant issues (van Tulder with van der Zwart,
2006); on the other hand, in most other contexts it is possible
to make much bolder claims in reporting without really risking
to be held accountable. One could for instance refer to Nokia’s
seemingly high self-demands in terms of not compromising at
all on human rights questions; this does not prevent the com-
pany from cooperating with the Turkmen government, which
has a human rights record among the very worst in the world.
Nokia and NSN did not hide the fact that they were investing
in Turkmenistan and presented their activities there in a ‘trans-
parent’ way, to the extent that they are not, strictly speaking,
directly responsible for human rights abuses there, They were
of course not overzealous in discussing the political situation
in that country, but when they were asked to answer questions
from stakeholders — in this case, Finnish civil society, in the
form of filmmakers Halonen and Frazier (2008) — they chose
to describe their activities in Turkmenistan as though they are

ood for society. Even though some media discussion followed
in Finland, those stakeholders who were involved in it — mostly
Finnish citizens concerned with human rights issues, i.e. quite
remote from those Turkmen people who are the direct victims
of enhanced spying possibilities of the Turkmen government
— were not able to insist to such an extent that Nokia would
feel like haVing any need at all of even considering withdrawing
NSN from Turkmenistan.

Transparency in this sense is not a good proxy for account-
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ability, and even though authors such as Crane and Matten
(2007) or Melé (2009) do not completely equate one with the
other, in some way their articulation may unwillingly provide
justiﬁcation for corporations to continue putting all their ef-
forts in seemingly transparent communication to stakeholders
while not really answering for their actions, While transparency
and its corollary, ‘good governance’, are almost universally con-
sidered as good for society per se, the danger is that these con-
cepts would become completely empty as extensive technocratic
reports would become an activity that as such is enough to call
any organization ‘accountable’ to government and society.

To Rosanvallon, transparency cannot bring about a ‘politici-
zation’ but instead ‘describes a project of perfect Visibility, atotal
absence of frictions, which is but another way to name the uto-
pia of the market’ (Rosanvallon, 2006, p. 292, my translation):
the transparency imperative itself leads to new industries, as the
technocratic reports mentioned above are only read by ‘inde-
pendent agencies’ and other new actors that together are meant
to ‘disciplin[e] the economy in the service of the general interest’
(van Parisj, 2002, p. 5). As articulated by van Parisj (2002, p. 4),
this steering of the economy in the desirable direction happens
thanks to the combined effects of a ‘spotlight’ - ‘the patchwork
of organizations and devices that makes visible and assessable
what a firm does’ - and a ‘microphone’ - the constant demand
for business leaders ‘to talk, to account, to justify, to commit
themselves publicly'. Responsibility and accountability are thus
not at all about political background structures of justice but
about transparency, i.e. a matter of market ideal, not of politics
— which contributes to the myth of business being apolitical,
As noted by Rosanvallon (2006, p. 292; my translation), today’s
‘surveillance and rating apparatuses explicitly aim at making
possible the reign of the invisible hand [of the market], a com-
plete opposite of any political notion’. The development of CR
is directly and less directly giving rise to many of these appa-
ratuses of audit, codes of conduct, certification, accreditation,
rating, etc. as the self—regulation ethos that it promotes is cou-
pled with the need for new types of supervision, whether public,
semi—public, semi-private or fully private (see van Tulder with
van der Zwart, 2006). For instance, an auditing industry has
developed in order to check the labour standards of subcon-
tractors of transnational corporations. Codes of conduct have
been written not only by corporations themselves, but also civil
society organizations, industry associations, or ‘coalitions (or
networks) consisting of corporations, governments and NGOy’
(van Tulder with van der Zwart, 2006, p. 241). However, even
though those codes developed by coalitions — among which
the Forest Stewardship Council, used by Scherer and Palazzo
(2007, p. 1110) ‘to illustrate the idea of a deliberative concept
of CSR’ - are most likely to lead to compliance, ‘the content
of most international codes is still relatively weak’ (van Tulder
with van der Zwart, 2006, p. 243). CR also relies heavily on
quality marks, labelling and accreditation, but, as van Tulder
with van der Zwart (2006, p. 243) put it, ‘it remains exception-
ally difficult to address a complicated CSR problem by means
of a quality mark or label, as usually whether the production
process of a product qualifies for e.g. an eco-label has more to
do with whether it is comparatively ‘greenet’ — or ‘less ungreen’
- than products from competitors than with a provable benefit
for nature. In addition, it is impossible for consumers to know
precisely for what particular aspects the product was granted
the label.

The supervisors themselves in turn need to be supervised, as
a number of recent — e.g. accounting and finance — crises have
shown that existing forms of regulation do not work. In the
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end, we all supervise each other, including academics whose
institutions are permanently involved in new accreditation
rounds which lead them to engage themselves in changes lead-
ing to better governance, better teaching and better research,
aiming for global standards of best practice. It is clear that the
possibility to make real decisions, including political ones, tends
to be completely suppressed in these processes where everyone
mostly conforms to ‘best practice’, ‘good governance’, etc. What
remains is an approach that is more akin to strategy. It is this
model, putting strategy on a pedestal within all spheres of so-
ciety (whether big corporations or local governments, whether
universities or civil society organizations, all of which now think
first and foremost in terms of their competitive environment),
that particularly predominates in the multi-actor governance
schemes that are developing in many sectors. Let us now turn to
these and what I see as the unpolitical impact of the corporate
involvement in deliberation.

The unpolitical impact of the corporate involvement

in deliberation: multi-actor governance

In a world where government is losing power, we are witness-
ing the advent of a global ‘bargaining society’ (see van Tulder
with van der Zwart, 2006) which poses a number of govern-
ance challenges especially because the bargaining positions of
the different involved actors are quite unequal, typically to the
advantage of transnational corporations and to the disadvan-
tage of more local and less wealthy organizations. It is hard to
understand how such a bargaining society would lead to more
democratic governance: as discussed by van Tulder with van der
Zwart (2006, p. 104), in order for bargaining to be as fair as
possible, there should be a 'level‘playing field’, which in prac-
tice never happens. In addition, bargaining has been shown to
lead to suboptimal outcomes, as it has ‘an inherent tendency
to eliminate the potential gain which is the object of the bar-
gaining’ (Johansen, 1979, p. 520). Since the deliberation model
proposed by Scherer and Palazzo (2007) is presented as desir-
able from the viewpoint of more democratic and efficient gov-
ernance, what would need to be made clear is how deliberation
would be fundamentally different from bargaining. The funda-
mental difference is not very clear to me, although this may be
due to my own inability to understand the intricacies of what
Scherer and Palazzo (2007) call Habermas2 (Habermas, 1996;
1998). Does the ‘deliberative democracy” idea not also assume
that all actors have certain interests and objectives, which they
are somehow trying to achieve through deliberation? While it
is possible to imagine that in some cases both ‘corporations and
communities can maximize their goals’ (Googins and Rochlin,
2000, p. 128) through partnerships, it is clear that those actors
with more bargaining power in those partnerships are more
likely to have their goals maximized, which in practice means
that the first and foremost goal to be reached will in most cases
be the business goal. This means that the primacy of the busi-
ness goal will often spread from corporations — which only ‘do
good’ for the environment and society to the extent that it helps
them ‘do well’ - to entire partnerships with government and so-
ciety. To me this is a most concerning development, As Scherer
and Palazzo (2007, p. 1110) acknowledge, the deliberation
processes they advocate will never be characterized by ‘power-
free discourses of political will formation” and ‘suboptimal con-
sequences are unavoidable’. What they do not explicitly write,
however, is that the imbalance will be most likely to favour the
business agenda, Presenting these processes as ‘driven by civil
society actors’ (Scherer and Palazzo, 2007, p. 1109) sounds very
good, but it begs the question, what invisible force will put civil
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society in this driving position? Certainly not the invisible hand
of the marker at least,

But let me attempt to discuss some (political) consequences
of this enhanced involvement of business firms in will forma-
tion. I will address two central governance challenges in turn:
first, relating to environmental and health issues; and second,
relating to wealth (re)distribution. When it comes to coping
with contemporary environmental and public health challenges,
what is the consequence of involving business interest groups in
governance deliberations? Méheust (2009) shows in a convinc-
ing way how the incorporation of the business agenda leads to
an 1mp0551bility to (1) anticipate the problems and (2) address
them ﬁrmly enough. Consider the followmg example:

What happens when the danger of pesticides for pub‘
lic health becomes harder to hide? When the quantity of
fish is sharply decreasing due to overﬁshing? Then, and
then only, norms and quotas will be set up. But this will
happen not due to an absolute truth claim (pesticides are
dangerous, they have to be eradicated immediately; sea life
is threatened, strong measures have to be taken) but as a
result of a complex calculation that will take into account,
beyond public health, the interests of food industries and
industrial ﬁshing, the weight of their lobbies, and the
solution opted for at a given moment will always be the
balancing point between these contradictory demands.
(Méheust, 2009, p. 79; my translation)

The (unpolitical) management of these issues is made within
the constraints of a bargaining balance which systematically
takes the economic imperatives as absolute prerequisites. The
example of the Roundtable on Sustainable Palm Oil (RSPO)
- a multistakeholder governance initiative typical of the turn to
‘political CSR’ - is illustrative in this respect. In this case, there
is clearly (to refer back to the definition of unpolitical) a Tack of
a global understanding of problems connected to organizing the
common good’ (Rosanvallon, 2006, pp. 28-29; my translation).
In the name of addressing challenges of global environmental
sustainability - and in fact in order to reduce regional green-
house gas (GHG) emissions as part of Kyoto protocol commit-
ments — both the EU and Finland have set up incentives to de-
velop biofuels (target of 10% biofuel use in the EU-27 in 2020,
and 20% in Finland). New initiatives and innovations have been
encouraged by these incentives, and palm oil-based biofuels have
been developed, most notably by Finnish company Neste Oil.
After a few years of production of palm oil meant to be used for
these biofuels, it was found in a high—proﬁle study published
in Science that converting rainforests, peatlands, savannas, or
grasslands to produce food crop-based biofuels creates a huge
‘biofuel carbon debt’ by releasing 17 to 420 times more CO2
than the annual GHG reductions that these biofuels would
provide by displacing fossil fuels (Fargione et al., 2008). These
alarming research results have led Greenpeace and other envi-
ronmental NGOs to conclude that palm oil production cannot
be deemed ‘sustainable’. But when this was then articulated as a
governance challenge, the problem was not how to stop palm oil
production’. Instead it was formulated as follows: ‘In response
to the urgent and pressing global call for sustainably produced
palm oil, the Roundtable on Sustainable Palm Oil (RSPO)
was formed in 2004 with the objective of promoting the growth
and use of sustainable oil palm products through credible glo‘
bal standards and engagement of stakeholders’ (RSPO, 2004).
With the purpose of mal(ing palm oil sustainable, RSPO has
been involving investors, producers, retailers, as well as ‘con-
structive’ social and environmental NGOs - by considering
palrn oil as unsustainable, Greenpeace automatically excluded
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itself from it. To me, this governance process which CO-0pts 50
many actors around an oxymoronic mission is very revealing of
the problems with multistakeholder initiatives: it excludes the
very possibility that palm oil production should be stopped due
to its clearly negative impact on environmental sustainability.
As Méheust (2009, pp. 91-92; my translation) further puts it,
this way of managing, i.e. ‘this ability to, at any point, adjust our
firms to new constraints in the system is a strength only in the
short and medium run’ as in the long run ‘it will allow an intrin-
sically pernicious system to spread all over the planet and to last
beyond the point of no return’. This is also the end of politics
understood as relating to an ability to make decisions, especially
when it comes to decisions possrbly gomg radically against the
interests of certain corporations or certain industries. We have
seen recently that such political decisions may still be p0551ble
in cases of extreme crisis, when the German government (in a
rather isolated move) decided to stop nuclear energy generation
in Germany after the Fukushima nuclear accidents. But when
unpolitical governance initiatives formulated ‘with the objective
of promoting the growth” (RSPO, 2004) of business opportu-
nities become the standard way of governing environmental is-
sues, the ability to make radical but needed decisions disappears
and the likeliness of more acute environmental crises to come
keeps growing.

Another very central political issue today - and indeed pos-
sibly historically the most important political issue, which Ro-
sanvallon (2006, p. 292; my translation and emphasis) lifts up
as ‘the political question in economics’ — is that of wealth (re)
distribution. While the focus of governments on competitive-
ness gives the primacy of contemporary (un)political strategies
to ‘wealth creation’, the question of how the wealth that is gen-
erated — often without taking full account of the costs that are
externalized on society — is to be redistributed loses its crucial
position, including in the countries that used to be the most
generous welfare states, in Western and Northern Europe.
Throughout the world the difference of revenues between labour
and capital is growing to the benefit of the latter, and inequali—
ties between the rich and poor are also growing, both between
and within societies. Thus, our contemporary unpolitical ver-
sion of capitalism is at the same time ‘more supervised and more
unfair, more transparent and more inegalitarian' (Rosanvallon,
2006, p. 293; my translation and emphases). In other words,
the political economy of this increasingly corporate—led system,
where CR plays an increasingly central role, does not deliver on
its promise to promote ‘social justice’ understood as ‘reducing
inequalities to bring about a socially defensible distribution of
income’ (cf, Banerjee, 2007, p. 131), quite on the contrary. Since
the priority goes to ‘good governance' and ‘good economics’, it
is hard to see how social justice could be enhanced when, for
instance, those few Western companies that have some kind
of ‘social orientation’ are blamed by other companies for caus-
ing ‘competitive distortions’ (see Banerjee, 2007, p. 141). Unless
business rationality radically changes before firms are asked to
become even more involved in political processes, it is unclear to
me how the formal ‘politicization’ of business firms could bring
about more social justice.

The 2008-2009 (and in many ways still ongoing) financial cri-
sis can be interpreted as having largely to do with a failure of the
system based on self‘regulation and surveillance. In my view,
this should clearly show that there is a need for a radical change
that does not call for more involvement of business firms in pol—
itics, but rather a decoupling of corporations from political will
formation - indeed, a depoliticization of business. If companies
from e.g. very polluting industries are asked to participate in
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more ‘responsible’ governance, they will nearly always manage
to reach outcomes that will make it possible for them to thrive,
which in a number of cases is not desirable for society. At the
very least, there are certain industries that should be regulated
to such an extent that corporations from these industries would
have to suffer: they will never accept these radical changes if
they have a say. Therefore, it is deeply concerning when, for in-
stance, a powerful tobacco company claims that it ‘should have
the [sic] voice in the formation of government policies affecting
it'(Nymander, 2009), which seems to be understood today as an
acceptable statement within a presentation of its CR activities.
Rather than calling for a formal political role for business firms
in will formation and governance, | would agree with Korten
(1999, p. 15) that the priority should be to ‘end the legal fiction
that corporations are entitled to the rights of persons and ex-
clude corporations from political participation’. Unfortunately,
the trend in most developed countries is going strongly in the
opposite direction (see e.g. Nichols and McChesney, 2010).

Conclusion: politicization of the
firm, unpoliticization of society?

The capitalist firm is not a moral entity but rather a politi-
cal one; it is materially invested in perpetuating necessar-
ily unequal relations of power, both internal and external.
Thus, critics of CSR must concern themselves with poli-
tics, moving from a discussion of ethics and responsibility
to a discussion ofjustice. (Cloud, 2007, p- 229)

In my view, it is precisely because the 'capitalist firm’is a pow-
erful political entity with narrow interests that it should be ex-
cluded from political will formation if what we want to achieve
is 2 more democratic political system, a more sustainable envi-
ronment and more socialjustice. If business is allowed to exert
its influence upstream in political deliberation, then ‘[its] nar-
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row ambitions and its essentially unsocial needs’ (Levitt, 1958,
P 44) are most likely to be increasingly favoured, often at the
expense of society. It will also be able to further co-opt gov-
ernment and civil society along empty ideals like ‘transparency'
and ‘good governance’, and further spreacl its reality—masking
oxymorons such as CR, ‘sustainable growth', ‘moralization of
capitalism’ or ‘ﬂexicurity' (see Méheust, 2009). Now, politics
cannot be, or should not be, about oxymorons; it should be
about decisions, not a matter of strategy or management rheto-
ric pretending to reconcile the unreconcilable, In this sense the
current reign of oxymorons contributes to the decline of ‘the
political’. As much as I admire the theoretical articulation of the
‘politicization of the business firm’, I am wondering whether it
could not in some way be another oxymoron that plays its part
in condemning us as citizens and academics to a double bind
that ultimately prevents us to call for more radical and decisive
action. To the extent that I see this politicization of the firm as
leading to an extended unpoliticization of society, I am tempted
to consider it such an oxymoron. In table 1 below, I attempt to
summarize differences between the ideal types of (1) political,
social democratic government and (2) unpolitical, deliberative
democratic governance.

It is important to note that in the table below the unpolitical
arrangements are still intensely political insofar as they involve
power struggles between the different actors involved. As writ-
ten above, what the unpolitical signiﬁes is a relocation, rather
than a clisappearance, of politics. This table clearly marks my
preference for the ‘political, social democratic’ path and the idea
that transnational corporations should be held accountable
‘to democratically elected and accountable global authorities’
(Patomiki and Teivainen, 2004, p. 209), but of course I know
that such are the balance of power and the momentum of unpo-
litical governance thatitis unlikely at this juncture that it would
be possible to set up such global authorities and clearly demar-

Political, social democratic

Unpolitical, deliberative democratic

Government for the common good

One institutional actor with a mandate and a holistic view, defending
the interest of the common good

Governance / ‘co-management’ of issues

Multiple actors with different interests in the issues at hand, involved in
deliberation

Decision-making

Strategy through deliberation

Enforceable accountability

Relying on central Ie(f;islation (voted by parliament) and a few public
institutions for its enforcement

Responsibility through voluntary transparency

Relying on supervision and surveillance apparatuses involving many
public and private actors

Complete separation between formal political power and the market

Model of ‘good government’ based on exclusion of corporations from
political participation and independence of justice

Global intergovernmental system

'Politicization’ of the business firm, invited in deliberation on
governance

Model of ‘good governance’ based on ‘transparency’

Global deliberation involving states, business and civil society

Aim of sustainable growth and sustainable livelihoods
Aim of social justice

Aim of fair wealth redistribution

Aim of sustainable growth within possible constraints posed by civil
society

Aim of an undistorted market within possible constraints posed by civil
society

Aim of maximal wealth creation within possible constraints posed by
civil society

Table 1. Characteristics of two ideal-type configurations of authority: “political’ (social
democratic) government vs. ‘unpolitical’ (deliberative democratic) governance
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cated governments with a mandate for organizing the common
good and a complete independence from corporate power. This
seeming impossibility ofa working democratic system based on
government rather than governance is notably due to the mul-
tidimensional complexity of developing a governmental system
on the global scale. With this in mind, I am aware that unpo-
litical governance can possibly be claimed to be a lesser evil and
a pragmatic option in light of the challenges we now face. But
this seeming impossibility of political government is also due
to the process of neoliberalization and moralization of markets
(Shamir, 2008), which can be considered to be the result of a
political project driven by business interests. In this sense, the
notion of unpolitical can be likened to Shamir’s (2008) ‘econo-
mization of the political’, but beyond this it also makes it pos-
sible to expose the oxymoronic, internally contradictory nature
of the politicization of the firm.

Thus, while I agree that much progress has been made
leading to problem solving in a number of domains through
modes of governance mobilizing many stakeholders, and that
many satisfactory solutions to speciﬁc challenges will certainly
be reached through similar means in the future, my ultimate
concern is that in my view, the two most important contem-
porary political questions — the environmental sustainability of
our way of life and a more equal distribution of wealth — which
call for urgent and radical measures, cannot be addressed ap-
propriately through deliberation between actors whose inter-
ests are too conﬂicting and whose bargaining positions are too
unequal. Worse yet, the illusion that we are 'managing' the
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The Power of Relational

Responsibility
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Abstract

Responsibility is elaborated here

as an ethic which reaches beyond
codified and individualized norms
of duty. As a relational ethic
responsibility is considered for its
power to address the planetary,
ecological and human challenges of
our time. We draw on philosopher
Emmanuel Levinas's work on
relational responsibility, and, as

is fitting from our context, on
indigenous knowledge. These
diverse cultural knowledge systems
are both premised on putting the
Other before self interest and are
remarkable for their shared priorities
of responsibility, obligation and
relationality as pre-eminent values.
Responsibility is built on a powerful
critique of the tenets of classical
liberalism and associated economic
theory. Sustainability espouses the
importance of collaboration, which
is necessarily relational. While
relational responsibility cannot

be confined to rules, this quality

of human commitment can invest
decision-making for sustainability.
Could it be that ethical relationality
is a key to moving beyond self
interest (individual and corporate)
and commercial goals to put
responsibility for the viability of
earth’s ecosystems as a priority
across professional fields such as
management, education, ethics and
business?

Keywords

Relationality, planet, responsibility,
collaboration, Levinas, indigenous

Introduction

This paper suggests that to achieve shifts
in social and economic practices ben-
eficial for planetary systems, new frame-
works of meaning are required. Climate
Change is compelling theorists and prac-
titioners in many fields to consider con-
ceptual orientations that can address the
complex intersections of social, economic
and environmental forces. Our contri-
bution is to the development of a dis-
course of responsibility and relationality
that challenges the dominant paradigm
of rights and self interest that we argue
has permitted near planetary collapse in
a mere three hundred years. Our input
to such a project is the idea of ethical re-
sponsibility for the Other', at the heart
of the philosophy of Emmanuel Levinas
(2004, 2006, 1981, 1986). Levinas's work
can be read as a radical inversion of dom-
inant ideas about the autonomous and
self-sufficient individual. This inversion
is achieved through a formulation of sub-
jectivity that proposes that we are consti-
tuted ﬁrstly in relation to the Other. We
come into being as an ‘individual’, in any
sense, through a prior relationship to the
Other. As such we are always, already
tied to the Other in a relationship of re-
sponsibility‘

Though not his primary intention,
Levinas's work offers a radical rethinking
of liberal rights based discourse that sees
the individual, from the outset as sover-
eign, and the pursuit of self-interest as a
primary human value and endeavor. In
such an economy responsibility for oth-
ers and the environment is secondary - it
is the price we must pay for the unfettered
pursuit of self-interest (Chinnery & Bai,
2008). A further, source of inspiration
for this paper, and one that shares some
resonances with Levinas, is Indigenous‘
Maori thought. While both privilege the
face-to-face relation, Levinas sees respon-
sibility as emerging from the face-to-face
relationship with the human Orther,
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whereas Indigenous traditions make no
such distinction. For Indigenous—l\/laori
the ‘Other’ references all species beings
to who I am related in a vast genealogy
of relationships and interactions. Indig—
enous thought thereby expands the rela-
tion of responsibility found in Levinas to
the biosphere and beyond.

This paper proposes that in the con-
text of planetary systems collapse a dis-
course of responsibility must take prec-
edence if there is any hope of sustaining
viable life on earth. If responsibility
emerges ﬁrstly through remembering the
face-to-face ethical relation (as Levinas
proposes), then relationships are critical
sites through which decisions based in
responsibility can occut.

Collaboration is one of the core prin-
ciples of sustainability2 (Iser and Stein,
2009; Berkes, Colding and Folke 2003;
Berkes and Folke 1998; Williams and
Martin, 2010; Adger 2004). To achieve
sustainable and integrated environmen-
tal governance and management con-
testing interests and parties must col-
laborate. Though collaboration is no a
guarantee of beneficial outcomes for the
environment, we suggest that contest-
ing motivations in sustained face-to-face
relationships provides opportunities to
learn from others that may be productive
for environmental outcomes.

We consider that our focus on rela-
tionality and responsibility provides a
meaningful contribution to the Principles
of Responsible Management Education
alongside others who are working with
ethics in this area (see for example Rea-
son, 2007; Marshall, Coleman & Reason,
2011; Fitzgibbons & I—Iumphries, 2011)
The values of social responsibility, the
principle of partnership and the call to
dialogue for sustainable management
across a broad range of actors is timely
and powerful. We also believe that our
paper strongly connects to the journal
theme of ‘the power of responsibility'.
Levinas proposes an ethics that is impos-

! Following Sharon Todd's (2003) convention we denote the Other of Levinas's thought with a capital ‘O’; whereas the
lower case other is used as a general descriptor for other persons. Levinas's concept of the Other is not to be confused
with social theory definitions, where ‘the other’ refers to the effects of descriminatory practices that categorize certain

groups as outside desirable norms (see Todd, 2003).

2 Sustainability can be defined as “maintaining the capacity of ecological systems to support social and economic

systems” (Berkes et al 2003, p.2).
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sibly demanding, exceeding any moral code. It is in its impos-
sibility that the ‘power' of Levinas’s ethical responsibility lies.
Ethical responsibility can inspire us to political decisions taken
not for self-interest, but in the interests ofjustice for others, and
by extension, for the planet,

Liberalism and Sustainability

Any attempt to vision an alternative paradigm for a sustainable
life on earth must be cognizant of the history, forces and theo-
ries that have given rise to the clearly unsustainable paradigm
of the recent centuries of industrial development. Levinas of-
fers a fundamental critique of liberalism important for such a
task. For Levinas, liberalism represents an ‘ontology of being’
concerned with rational freedom where the human is liberated
as a free spirit “infinite with regard to any attachment” (Levi-
nas, 2006, p.5). This is a freedom from any obligation that for
Levinas is always already rooted in the prior ethical relation
(Horowitz & Horowitz, 2006). A Hobbesian view suggests
that humans are sovereign individuals that enter society and
agree to assume some responsibilities in order to better pur-
sue self-interest (Hobbes, 1998). In this view responsibilities
are tolerated only insofar as they furnish the conditions for au-
tonomy, private interest and freedom. Far from being ethically
questionable, the pursuit of self -interest has been regarded as
central tenet of the good life.

Early scientific and Enlightenment ideas granted Man a su-
per ordinate position over the earth and its species (Shepherd,
1993). Francis Bacon advocated science as a new experimental
philosophy able to “...lead men to nature with all her children,
to bind her to your service and make her your slave...to conquer
and subdue her, to shake her to her foundations” (Bacon, 1963
cited in Shepherd, 1993). Such views opened the way to forms
of scientific inquiry that objectiﬁed nature, and to knowledge
formation and technological development that has removed hu-
man accountability to nature.

The anchor points within the wide—ranging tenets of liberal-
ism include the sovereign rights of the individual, private prop-
erty, competition and the individual accumulation of wealth.
(Hall 1986; Oddie & Perrett, 1992). These tenets are the en-
during foundations of contemporary political and economic
systems, often identified as western, which have an increasingly
global reach. The post 1960's rise of neo-liberalism, exempliﬁed
in the theory of Milton Friedman, is a contemporary applica‘
tion the economic inventions of free trade initiated in the eight‘
een century to support European expansionists ideals. Today
these ideas manifest in the intensification of globalizecl markets,
the removal of regulation, privatization, and the replacement of
concepts of public good with individualized ‘responsibility',

From a Levinasian perspective an orientation to the world
that forgets the anterior relation to the Other (the Other person
as well as the natural world, or earth as Other), at the same time
forgets the radical alterity or difference of the Other. For Levi-
nas, the Other, for whom we are inﬁnitely responsible, cannot
be reduced to objective knowledge, to our horizons of knowing.
A key problem with Enlightenment rationality is the view that
everything is potentially knowable and therefore we can arrive
at universal and totalizing truths. For Levinas (2006) fascism
and liberalism are both forms of will to power and expansion
operating through a commitment to the universalization of a
truth. In fascism this is the expansion of the ‘particular' (the
German people) through force. Liberalism on the other hand
represents the non-coercive ideological expansion of a univer-
sality, but which nonetheless according to Levinas has brought
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forth new forms of violence:

This history of peace, freedom and well—being promised on
the basis of a light projected by a universal knowledge on the
world and human society.,.this history does not recognize itself
in its millennia of fratricidal, political and bloody struggles, of
imperialism, human hatred and exploitation...(Levinas, 1996,
p. 163)

For Levinas attempts to reduce the difference of Others —
and we can extend that to bringing the natural world within
the bounds of human knowledge, control and exploitation - re-
quires violence. Violence has underpinned liberalisms belief
that it is capable of discerning a universal and uniform consti-
tutional and economic order. Such an order has required the
reduction of diversity to sameness in both the social and biotic
worlds. An ethics of responsibility for our purposes, supports
a sociality where we are different trumps a sociality based on
sameness.

Indigenous peoples, continue to remember and articulate a
discourse of responsibility and obligation to others and to natu-
ral environments. The persistence of this orientation emerges
from the knowledge that people arise or are constituted in rela-
tion to the world. Maori for example see themselves as part of
a familial web in which humans are junior siblings to other spe-
cies beings and forms of life. People therefore don’t understand
themselves as exercising knowledge over the natural world but
as existing always already inside or as relationships (I—Ioskins,
2010). A preference for diversity in the social and biotic spheres
is also upheld in Indigenous thought. Indigenous cultures are
‘poly-centric’ and ‘poly-cultural’ - no singularity becomes he-
gemonic whether in the environment (agricultural techniques
such as mono—cropping), or culturally (in the assertion of meta-
narratives or centralized political authority) (Royal, 2003;Var-
ese, 2000).

The problem then for the discourse of sustainability is that it
is produced in the context of liberalism and in its current itera-
tions does not significantly challenge the underlying premises
of its production. As Audre Lorde (1984) famously wrote: ‘the
master’s tools can never dismantle the master’s house’.

Despite some traction in developments in ‘Triple Bottom
Line Accounting’, and numerous ampliﬁed calls to consider
‘sustainability’ of industries and economies, the imperatives
of economic development for commercial interests have few
robust forms of accountability for environmental impacts. In
their introduction to Navigating Social‘Ecological Systems
(2006), Filkret Berkes, Johan Colding and Carl Folke assert a
failure in problem solving capacities in environmental and re-
source management, despite the growing scientific understand-
ing of ecosystems and “our bag of increasingly sophisticated
tools and technologies, and the application of market mecha-
nisms to problems such as air pollution and fisheries manage-
ment” (p.1). These theorists argue that building resilience for
complexity and change requires conceptual change to meet the
challenges of sustainability:

There is an emerging consensus regarding the need to look
for broader approaches and solutions, not only with resource
and environmental issues but also along a wide front of societal
problems, ... When asked about the most urgent problems fac-
ing science and society, scientists [from the America Association
for the Advancement of Science] identified many items, but a
common thread was that each issue seemed to have radically
outgrown its previously accepted conceptual framing. (Berkes,
Colding & Folke, 2006, p.1)

Sustainability has come under attack from other researchers
including stakeholder theorist Andrew Weiss (1995), socio-lin-
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guistic theorist Edith Sizoo (2010) and sociologist Ina Ranson
(2010). Ranson argues (as we do) that sustainability is embed-
dedina persisting objectiﬁcation of nature, which will stand in
the way of achieving its goals Ranson suggests an orientation
to living with nature is a relational way of engaging in respect-
ful and more responsive forms of environmental management
(Ranson, 2010). Edith Sizoo (2010) points to the common
practice of companies attaching themselves to the discourse of
sustainability through charitable donations to environmental
causes while engaging in blatant environmental abuses. Shell’s
forging of a partnership agreement with the IUCN (Interna-
tional Union for the Conservation of Nature) is a case in point
(Steiner, 2011).

Rather than piecemeal tinkering these critiques point to the
need for a radical rethinking of the underpinnings of enlighten‘
ment and liberal thought and our economic motivations and
systems. We suggest that a relational ethics of responsibility
for social, economic and environmental justice is required to re-
spond to the pressing issues facmg humanity. The beginnings of
such a discourse is observable in the United Nations Millenni-
um Development Goals and the Global from which the PRME
are generated. With further development and application such
goals and principles can support the paradigm shift required for
truly sustainable human and environmental systems (Fitzgib‘
bons & Humphries 2011;Verbos & Humphries 2011).

Ethical Responsibility

We turn now to Levinas’s account of ethical responsibility. QOur
premise for offering such an account is that standard accounts
of responsibility are limited so as to be almost useless for cur-
rent problems. Levinas invests responsibility with a radicall
demanding ethicality we suggest is crucial for the challenges
that face the planet and ourselves. Diane Perpich’s (2008) book
The Ethics of Emanuel Levinas offers an insightful discussion
that contrasts standard accounts of responsibility with the very
different and impossibly demanding responsibility proposed by
Levinas. Most accounts of responsibility in moral philosophy
are limited by being restricted to voluntary action and apply to
everyone in more or less similar ways. In terms of the limits
of our responsibility, we are generally held responsible to do
something only if it is possible for us to do it. Our responsibil‘
ity is also limited to our own actions and the fairly immediate
and expected consequences of those actions. I cannot be held
accountable for something I have not done, or a state of affairs
I have had no part in bringing about. The limit of my responsi-
bility is generally determined by the proximity of my actions to
the matter in question, and the more distant one’s actions are
the more socially acceptable the favouring of one’s own interests
becomes (Perpich, 2008).

Responsibility for Levinas is beyond such accounts. Levi-
nas effects a knowing inversion of these standard accounts of
responsibility. Levinas’s account pushes responsibility to the
extreme in ways that make everyday notions vulnerable and
permits a new orientation to be glimpsed. His claim is that
responsibility is beyond what it is possible to do, beyond my
actions and their consequences and beyond the distinction be-
tween voluntary and involuntary. Responsibility to the singular
Other of the face-to-face relationship is unlimited and infinite,
it is not universal or reciprocal, but applies only to me. This is
a responsibility that cannot be declined, discharged or filled. It
is an impossible demand. For Levinas ethical responsibility in
the human world must be demanding if its moral force is not
simply to be reduced to norms and checklists. What is powerful
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in Levinas’s formulation of responsibility is that we are urged
always beyond what can and must be codified in legislation and
policy frameworks. Though responsibility and accountabilities
will require codification, the existence of codes does not exhaust
the ethical demand of responsibility. Ethical responsibility must
always transcend or exceed what is possible to legislate.

Thinking about responsibility as a discourse for a sustainable
future is being generated. Hans Jonas (1995) for example, en-
courages responsibility as a concept not simply for past actions
orin the mitigation of environmental damage, but for the future
of life on earth. We are challenged to act in ways “compatible
with the permanence of genuine human life on Earth” (Jonas,
1995:11). Thinking responsibility into the future requires a
cautionary approach that recognizes that we cannot know all
the unintended and unforeseen consequences of technologi—
cal innovation and planetary interventions. The impetus of
initiatives such as The Charter for Human Responsibility, The
Earth Charter, and The Rights Of Mother Earth proposed by
Bolivia, are examples of reaching towards responsibility as a dis-
course for the viability of life on the planet:

Responsibilities are related to the present and the future, as
well as to past actions. The burden of collectively caused dam-
age must be morally acknowledged by the group concerned, and
put right in practical terms as far as possible. Since we can only
partially understand the consequences of our actions now and
in the future, our responsibility demands that we must act with
great humility and demonstrate caution (Charter for Human
Responsibility, Preamble).

Such an approach connects with the Levinasian view that the
Other is not fully knowable or containable. We cannot predict
the outcome of social encounters. In a similar sense the com-
plexity and non—linearity of planetary and atmospheric systems
and human induced effects on ecosystems and the climate,
cannot either be fully known or contained. An approach that
takes robust responsibility for human activity; institutes an im-
mediate cautionary principle for future responsibility (this will
involve reduction of production and consumption); and recog-
nises the limits of our capacity to know and manage effects is
imperative.

Relationality

For Levinas face-to-face ethical responsibility occurs at the in-
ter—subjective level and is not an idea that can simply be mapped
onto political relationships. In the face-to -face relationship re-
sponsibility to the Other is infinite. But in society, and in the
sphere of the political, decisions that must be taken for social
life necessarily limit the responsibility demanded by the Other.
Levinas’s ethics does not give rise to ‘a politics’; it does not sug-
gest a set of principles, codes or norms that would constitute a
particular rationality. Rather Levinas’s interest is how we might
make space for ethical responsibility in the sphere of the politi—
cal and how a commitment to ethical responsibility can invest
of political decisions.

Because the relation between ethics and politics in Levinas is
undetermined, politics is seen as capable of both violence and
of justice. Yet ethics is also the condition of the sphere of the
political because (as noted), our constitution in responsibility to
the Other is the means through which we become self-reflective
decision-makers in the social and political world. Relational re-
sponsibility precedes agency (Levinas, 1996). This prior consti-
tution in responsibility means that even as ethics does not direct
politics, and the political can close against others, we can never
be completely indifferent to the ethical demands of the Other
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(Perpich, 2008).

The ethical for Levinas then is a condition for the existence
of the political sphere and makes appearances or circulates
there (Horowitz & Horowitz, 2006). Yet the ethical cannot
be completely contained here and always operates beyond or
in excess of the political. Our task for the political sphere is to
make space for ethical. Making space for the ethical requires
what Simon Critchley terms conscience (Critchley, 2004). It
requires an un‘forgetting of, and committing to, the ethical in
ways that disturb and interrupt the tendency of the political
to totality, to a single rationality or consensus (Horowitz and
Horowitz, 2006).

Jacques Derrida suggests, following Levinas, that the relation
between ethics and politics is captured though the idea of the
Others decision in me (Derrida, 1997). The Others decision
in me is a decision taken but with regard to which I am passive
because the decision is demanded by, or is in the service of, the
Other—it is a demand I cannot ignore. For Critchley (2004)
the Other’s decision in me is an experience of conscience of the
Others demand, to which I am responsible, and which reminds
me to act in a particular situation of injustice. When making a
political, policy or management decision, in the face of ethical
responsibility, we face according to Derrida (1996), an experi-
ence of 'undecidability’, The experience of undecidability is rec-
ognition that political decisions, which are made for the many,
represent a limitation of ethical respons1bility to the s1ngular
Other. This experience can however provoke our conscience in
a way that can open the possibility for judgments and decisions
to made in responsibility for Others (Derrida, 1996; Critchley,
1999). For Derrida (1997) taking political decisions in such a
way gives rise not to a set of normative principles, but (citing
Levinas) to ‘political inventions’ that are called forth in response
to the singularity ofa particular ethical demand and context.

The political can become much more processual, contextual
and open to creative interpretation and invention as Simon
Critchley points out:

Politics can therefore be thought of as the art of response to
the singular demand of the Other, a demand that arises in a par-
ticular context — although the infinite demand cannot simply
be reduced to its context — and calls for political invention, for
creation (Critchley, 1999, p. 276).

This Levinasian and Derridean orientation to the political
connects well with the non-foundational political philosophy
of Chantal Mouffe (2005) in The democratic paradox. Mouffe
suggests that foundational politics that seek full inclusion
evacuate critique and deny the necessary exclusions they make.
Moufte argues that it is impossible to contain social difference
or represent all interests in any singular political consensus
(such as liberalism), and that ongoing engagement and contes-
tation are crucial conditions for the possibility of democratic
justice. Moulffe accepts that society needs a certain consensus,
but argues these should not awarded an overarching natural
status, but rather must be contingent and retain an openness to
that which they exclude.

Indigenous approaches to governing the social are multiform
and constitutionally dynamic. Indigenous government can be
regarded as forms of direct democracy because authority was
not alienated to a super ordinate authority or rationality (such
as a sovereign or Hobbesian Leviathan) but negotiated and
lived in the day to day of community life (Durie, 1994, 1996).
Maori law’ was recognized as local, contextual, responsive, flex-
ible, and resistant to uniformity, Such an orientation opens the
possibility for localized responses, agreements, protocols and
structures to be negotiated and for greater community engage-
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ment in their own governance. Critchley (2007) supports such
an orientation to the political suggesting that politics most use-
fully operates at an interstitial distance from the state, within
the state: "working independently of the state, working in situa-
tion” (p.113). Here possibilities exist for social dissent, consent
and forms of governance to be negotiated through face-to-face
encounters. Here also, responsibility for decisions, for inclu-
sions and exclusions cannot be so easily passed off, nor differ-
ence so easily closed against. Though we are suggesting here
that local contexts provide possibilities for responsible decision-
making, we also suggest that investing our decisions with the
ethical, with responsibility for Others, can be remembered and
committed to at any level of decision‘making.

Relationality and Collaboration for sustainability

In the context of the discussion above we further engage with
the notion of collaboration as a principle of sustainability and
consider what Levinas might bring to such an engagement. We
focus the example of The New Zealand Land and Water Fo-
rum as an example of collaboration. Aotearoa New Zealand isa
small and relatively isolated geographic landmass in the Pacific.
It has abundant water resources, yet the waterways, ground wa-
ter and wetlands are in a poor state and current water manage-
ment practices are not working to achieve their stated purposes.
The New Zealand Land and Water Forum was convened in
2010 to advance stakeholder engagement for sustainable man-
agement of water allocation and quality and their report, A
Fresh Start to Water (2010) identifies stakeholder engagement
and collaboration as a central means to achieving enduring deci-
sions in the interests of sustainable water management.

Increasingly access to the use of water is a source of conflict
as is the seeming incompatibility of farming, industrial, conser-
vation and Indigenous— Maori rights interests, Development
interests compound the complexities of water infrastructure
and governance, with additional growing pressure on sewage
management, wastewater and industrial discharge. Water allo-
cation is currently managed on a ‘first-in-first-served’ basis that
leads to inequities and conflict. The New Zealand Land and
Water Forum therefore regards a new framework water alloca-
tion as a top priority. The Forum involves a range of sectors and
stakeholders including M ori tribal representatives, primary
industry, the electricity sector, environmental and recreation-
al interest groups, tourism and involvement from central and
local government. Sustainable water management is integrally
related to land use and includes ensuring adequate water flows
in rivers; managing water allocation so that farmers interests in
irrigation are balanced against the viability of river ecosystems;
managing land use and discharge of nitrates, effluent and pollu—
tion to safeguard water quality.

Berkes, Colding and Folke (2003) views on sustainability
correspond with the Forum’s assertion that stakeholder engage-
ment and collaboration is crucial to achieving sustainability.
The Chair of The Land and Water Forum has reported that
the building of relationships during the forum process became
the basis for trust and for the capacity to listen and hear differ-
ent points of view (Alastair Bisley. Seminar at Victoria Univer-
sity of Wellington. June 2010 ). Those with opposing inter-
ests, such as business polarized from environmental interests,
came to respect the different concerns and views and supported
reaching agreement. The Forum was also crucible for engage-
ment with Iwi (Maori tribal groups) and some steps towards
respect for M ori interests is evident in the recommendation
that a National Policy Statement on Water must be developed
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to the satisfaction of Maori tribal interests.

We do not suggest that collaborative approaches are a pana-
cea, or that in every situation will be successful. Indeed there
are many stakeholders and observers critical of its process ori-
entation and ability to deliver meaningful outcomes. What we
do suggest is that collaborative approaches provide a context
where different actors and divergent interests are brought into
face-to-face relationships. Stakeholders who might otherwise
never meet come face to face and as we have argued itis through
the experience of the ethical demand in the face-to-face rela-
tionship that responsible decisions are made possible.

For Levinas teaching and learning are the communicative
modes of the ethical relation where the ‘alterity’ or distinctivenss
of the Other can be preserved. The enlightenment approach is
one where “the Other becomes an object of my comprehension,
my world, my narrative, reducing the Other to me”. The ethical
relation is one in which I am willing to be taught, Tam Willing to
learn from the other: “I can learn from the Other as one who is
absolutely different from myself "(Todd, 2003, p.lS). In my ex-
posure to the Other I can listen, attend, be surprised, suscepti-
ble and open to the Other. Commitment to a learning relation-
ship opens us to communicative ambiguity, and to being altered
- to rupturing our self, cultural and political certainties. Rather
than attempts to arrive a single account, it is in the tensions
of difference that productive and less dominating relationships
can emerge and where we might respond to the ethical demands
to responsibility (Bell, 2008; Jones & Jenkins, 2008).

Committing to relationships is not then about achieving a
cosy togetherness with ‘mutual understandings' and ‘shared
perspectives’. Such impulses need to be interrogated for their
desire for universal norms and their assimilative effects (Jones
& Jenkins, 2008). A commitment to relationship is a commit-
ment to remaining engaged even where the relationship involves
ongoing tension and contestation. As Mouffe (2005) argues it
is through relationships as ‘friendly enemies - those with whom
we share social space but who want to organize social space dif-
ferently — that contestation can be worked towards responsible
democratic ends. Even as there are no guarantees of ethical re-
sponsibility, an openness to being altered in relationships isa
powerful ethical challenge that can be committed to in the con-
text of attempts to collaborate for sustainable outcomes across
diverse interests and positions.

The Other in Levinas’s formulation references both an un-
knowable dimension that cannot be adequately represented,
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Corporate Citizenship and Stakeholder Engagement:
Maintaining an Equitable Power Balance

Bethel Uzoma lhugba
Onyeka K. Osuji

Abstract

This paper proposes an engagement
oriented corporation-stakeholder
relationship in Corporate Social
Responsibility (CSR) programmes. It
is a proposition which poses the two
connected questions of how to move
from solely public relation driven
stakeholder management to social
development oriented stakeholder
participation (engagement) and

how Stakeholder Engagement can
be measured. On the backdrop

of Arnstein’s (1969) citizenship
participation model and reasons

for Stakeholder Engagement
framework, the paper argues

that Stakeholder Engagement is
attainable and measurable. It argues
that though Arnstein’s citizenship
participation model was originally
intended for the relationship
between government and local
communities, the ever rising power
of corporations makes the principle
adaptable and transferable to
corporate-stakeholder relationship.
It proposes that by placing the
reasons for stakeholder participation
against levels of participation it will
be possible to develop an inclusive
Stakeholder Engagement model,
render Stakeholder Engagement
measurable and contribute in laying
a foundation for developing a
proactive approach to sustainable
CSR that positively benefits both the
company and society.

Keywords

Corporate Social Responsibility,
Corporate Citizenship, Niger Delta,
Nigeria, Stakeholder Engagement

Introduction

It is a growing recognition that economic
value improves best when through volun-
tary cooperation, companies and stake-
holders contribute their best to improve
corporate and social values (Freeman et
al, 2004). Stakeholders are defined as
“those groups and individuals who can
affect, or are affected by the achievement
of an organization’s purpose” (Freeman,
1984, p 46). Some add that stakeholders
have legitimate claims on organisations
(Hill and Jones 1992), are susceptible to
financial or human risks from corporate
activities (Clarkson, 1995), and/or can
influence organisational decision makin
or activity (Carroll, 1993). Stakeholders
could either be internal e.g. “stockholders
and employees, including executive offic-
ers, other managers, and board members”
(Hill and Jones, 2001, p.43) or external
e.g. “customers, suppliers, governments,
unions, local communities, and the
general public” (Hill and Jones, 2001,
p-43). In this paper, stakeholders refer
to external stakeholders. This is because
most Corporate Social Responsibility
(CSR) activities are usually channelled
to impress them or intended to impact
on their lives and they are usually the
less powerful group of stakeholders that
need empowering. Internal stakeholders
already have an almost equal negotiating
platform with the companies because in
most cases they either formulate or make
direct inputs into decisions affecting the
affairs of the company. Therefore our
proposition is aimed at empowering ex-
ternal stakeholders and expanding the
benefits of CSR. Hence, we restrict the
application of our proposition to exter-
nal stakeholders, especially the stake-
holder group consisting mainly of local
community representatives. It is this
group of stakeholders that is compared
to Anrstein’s (1969) citizens because like
Arnsteins citizens these stakeholders do
not have the opportunity to contribute
to policies. So what Arnstein refers to
as “Citizenship Participation” is what
we, with a little modification, refer to as
Stakeholder Engagement.

The concept of Stakeholder Engage-
ment is different from stakeholder sali-
ence, management or control. Stake-
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holder management is entirely business
strategy constructed to benefit the corpo-
ration without contribution from stake-
holders irrespective of its impact on them
(Hillman and Keim, 2001). However,
the easy access to information occasioned
by the internet revolution and the power
of mass action against corporation e.g.
demonstrations, strikes and boycotts, has
encouraged a growing demand for trans-
parency and inclusiveness in the rela-
tionship between corporations and their
stakeholders. For instance, shells sudden
promotion of CSR is as a result of world-
wide condemnation of its involvement in
Ogoni crisis in the Niger Delta (Okonta
and Douglas, 2002). Companies have
thus realised that there is a great limit on
the extent they can control stakeholders.
Whereas stakeholder salience examines
how companies identify and manage
priority amongst the numerous stake-
holders that compete for their attention
(Carroll, 1989; Clarkson, 1995; Freeman,
1984; Mitchell, Agle and Wood, 1997,
Amaeshi, 2007), Stakeholder Engage-
ment examines how companies relate
with identified stakeholders (Johnson-
Cramer et al, 2003; Greenwood, 2007:
Cumming 2001) in promoting social
benefits or developments’ The degree or
quality of such relationship may however
affect the placement ofa particular stake-
holder group in the salience scale. Cor-
porations are however, not yet certain
how to maintain a balance between their
interaction with stakeholders and their
profit maximization goals. This paper
suggests a framework for achieVing and
maintaining an equitahle balance.
Stakeholder Engagement starts when
companies consult, negotiate, or dialogue
with stakeholders as to their expectations
and how best those expectations can be
met. The entire process covers agree-
ment to negotiate, setting parameters for
the engagement process and for monitor-
ing the result. The difﬁculty, however, is
how companies can engage their stake-
holders while attempting to fulfil CSR
mandates and how the state can encour-
age a balanced Stakeholder Engagement
framework. In Nigeria, for instance, the
incessant conflict in the oil sector and the
Niger Delta is not due to lack of appre-
ciation of stakeholder salience but rather
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is more of mishandling of Stakeholder Engagement or what
may be regarded as a selfimposed complete asymmetry between
stakeholder interests and the apparent interest of the business
community. There is this attitude of “them and us” between
companies, especially the oil companies and the local commu-
nity (Okonta and Douglas, 2002). Both parties find it difficult
to concede that they need each other and that ultimately the
growth of the other should benefit both. For instance, the busi-
ness community cannot maximise proﬁt if they are constantly
closed down due to violent demonstration by community peo-
ple. The community on its own is not beneﬁting anything if
businesses are closed. They lose revenue, government lose tax,
and development projects stagnate (Eweje, 2006; Okonta and
Douglas, 2002; Nigerian Budget, 2009). In other words to
maintain some degree of growth on both sides there is need to
concede to a good degree of positive and productive symbiotic
relationship. It is for such environments that our concept of
Stakeholder Engagement particularly applies.

To put our propositions in context we have drawn a compari-
son in the relationship between governments and citizens to the
relationship between corporations and stakeholders. This com-
parison is not entirely new. There are recent arguments that
corporations are taking the place of government through the
power they exercise, the resources they command and the servic-
es they are called upon to provide in society (Matten and Crane,
2005; Bendell, 2005; Utting, 2000). The performance of these
roles and their financial strength has elevated corporations to a
form of government in some jurisdictions (Macleod, and Lewis,
2004). For instance, in the Niger Delta region there appears to
be a blur between the government and oil companies whenever
local communities demand for developmental projects. It may
be suggested this is because the Nigerian Government has over
50% interest in the companies. But this is not as simple as it
sounds because the locals still see the oil companies as foreign
bodies. It is this blurry situation that Moon, Crane and Matten
(2003), and Matten and Crane (2005) metaphorically redefines
as Corporate Citizenship. We recognise the rationale for the
redefinition of Corporate Citizenship, particularly to the extent
that corporations are exercising strong power over their stake-
holders including the lobbying of political institution (Moon,
Crane and Matten, 2003). However, we suggest this may only
apply to weak states, thereby raising the question of how the
concept of Corporate Citizenship applies to strong and respon-
sible states.

However, in recognition of the influence of corporation, we
suggest that there is need for equitable power balance between
corporations and stakeholders (Wood and Logsdon, 2001). It
is on the strength of this access to and exercise of power that
we make our comparison between corporations and their stake-
holders, and government and its citizens. Matten and Crane
(2005) seem to suggest that corporations are being asked to
“step in” to protect civil rights when actually the right descrip-
tion is that corporation are being asked to “step out” from ac-
tivities that jeopardise civil rights. In the Niger Delta, the con-
tinued pollution of the rivers and lands by oil companies has
deprived the local community of their source of livelihood, es-
pecially their right to enjoy the proceeds of their labour and the
fruits of their land (Okonta and Douglas, 2002; Frynas, 2005;
Eweje 2007; Tuodolo, 2007, 2009). A recent United Nations
report shows that the damage caused by Environmental pollu-
tion is immense and seriously threatens public health. The re-
port goes further to call for immediate action (UNEP 2011). It
is for these circumstances that the principles of CSR intervene
to ask corporations to (1) stop the harm and (2) make repara-
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tion for the damage caused. Such responsibility should not be
misconstrued as “stepping in” to help. Local communities are
only asking for corporate intervention because in their opinion
corporate activities has deprived them the benefit of their land.
The only responsible thing a company can do in that circum-
stance is to remedy the situation. This does not amount to tak-
ing over the job of government; it is simply being accountable
and responsible for one’s own action.

One of the avenues we suggest accountability and responsi-
bility can be maintained is through a framework for Stakehold-
er Engagement. In other words, for effective and efficient CSR,
and to allow corporations claim the benefit of providing social
services either as philanthropy or as reparation for resources
and services exploited from communities or indiscriminate
pollution of the social and ecological environment, a standard
should be set (Carroll, 1991; Wood and Logsdon, 2001). Such
standard may not be as strict as that set for governments be-
cause corporations are private bodies whose fundamental inter-
est, in a capitalist economy, is proﬁt maximization. However,
setting accountability frameworks that give stakeholders access
to comment and influence corporate actions, especially when
corporations claim to act on behalf of such stakeholders or de-
rive benefits, financial or otherwise, from such activities, is fea-
sible. Cases like Enron, Shell in Nigeria, Bhopal in India, Nike,
BP Gulf and News Corp makes this accountability framework
more pertinent,

Thus, the aim of this paper is to contribute in creating a de-
fined framework for conducting and evaluating the relationship
between corporations and stakeholders in relation to CSR initi-
atives i.e. a trustworthy, legitimate, productive and measurable
framework for corporations to engage with their stakeholders.
One of the major criticisms of Milton Friedman (1962; 1970)
against CSR was that business managers have neither the man-
date nor the expertise to provide social benefits. But concepts
like Legitimacy and Enlightened Self Interest theories have
justified CSR (Elsbach, 1994; Lindblom 1994; Jesper 1998).
However, company approaches to CSR are neither sustainable
nor inclusive. This has resulted to a series of failed CSR initia-
tives, Public Relation gimmicks badly dressed as CSR and self
aggrandisement exercise by some corporate directors disguised
as CSR. We believe that rigorous debate aimed at encouraging
and creating constructive engagement processes is overdue,

Speciﬁcally, this paper explores the possibility of (1) corpora-
tions moving from public relation driven stakeholder control
or management to social development oriented stakeholder
participation (engagement) and (2) rendering Stakeholder En-
gagement measurable, Many businesses even in their professed
acceptance of CSR are yet to consider the possibility that “con-
cern for proﬁts is the result rather than the driver in the process
of value creation” (Freeman et al 2004, p.1). Such businesses
seem of the opinion that stakeholders are to be controlled or
managed. Some external stakeholders have also failed to realise
that the existence of business yield good for all and not to be
stifled in order to promote stakeholders’ interests alone. The
government, also a stakeholder, sometimes fail to consider or
provide an environment conducive for constructive promotion
of all stakeholders’ interests. The Stakeholder Engagement
paradigm within the stakeholder theory gives an opportunity
to locate these problems and propose solutions. For example,
the stakeholder theory helps us examine how companies ac-
knowledge the interests of others and how these interests affect
the achievement of the companies’ objectives (Donaldson and
Preston, 1995; Freeman, 2001a and b; Freeman et al 2004). The
Stakeholder Engagement paradigm can thus be constructed in
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a way that helps us recognise, reconcile and meet, in a fair, judi‘
cious and legitimate manner, the variety of existing interests.

The rest of this paper is structured as follows, Firstly we give
a literature review on Stakeholder Engagement and summarise
the reasons for corporate Stakeholder Engagement. Then from
Arnstein’s (1969) Citizenship Participation Ladder, we con-
struct an analogy of Stakeholder Engagement between busi-
ness and stakeholders and their implications to CSR. We then
follow this with our proposed framework for a more inclusive,
legitimate and sustainable model for conducting and measuring
stakeholder engagement. This is followed by an examination of
why Stakeholder Engagement is beneficial, especially when it
satisfies the optimum criteria as per Arnstein’s ladder of citizen-
ship participation. We also explore its challenges and the diffi-
culties of our position and also suggest ways to ameliorate these
challenges, Finally, we conclude with a summary of contribu-
tion and signiﬁcance of this paper and suggest further areas for
conceptual or empirical research.

Stakeholder Engagement

Stakeholder Engagement creates a viable relationship between
the corporation and its stakeholders based on mutual respect,
dialogue and collaboration. Stakeholder Engagement is defined
by the Institute of Social and Ethical Accountability (ISEA
1999, p.91) as “the process of seeking stakeholder views on their
relationship with an organisation in a way that may realistically

Table 1. Mapping the Stakeholder Engagement framework
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be expected to elicit them”. Andriof and Waddock (2002, p.42)
also define it as “trust-based collaborations between individu-
als and/or social institutions with different objectives that can
only be achieved together”. For Gable and Shireman (2005,
p.9) it is “a process of relationship management that seeks to
enhance understanding and alignment between company and
their stakeholders”. Recently, James and Phillips (2010, p.40)
described “engagement” as “a type of interaction that involves,
at minimum, recognition and respect of common humanity and
the ways in which the actions of each may affect the other. The
common themes running through these definitions are trust,
understanding, respect and collaboration suggesting that any
process devoid of these elements is not Stakeholder Engage-
ment. Hence the objective of Stakeholder Engagement should
be to resolve the interests of the engaging parties, give them op-
portunity to associate with the result of the engagement and
not just to meet the hidden agenda of the power holders i.e.
corporations.

Identifying Corporate Orientations

Corporations usually want to be in control causing them to turn
their supposedly engagement activities into carefully planned
stakeholder control strategies. Hence, corporate bodies are
always rating the power (salience) of stakeholders in order to
device ways to manage or control them instead of engaging with
them (see Amaeshi, 2007). Zadek et al (1997) have examined

s/n Level Corporate Purpose Means of
of Engagement reasons for and Features Meeting / Improving
that level each level
1 Manipulation Control Managerialist Non-engagement
Limiting, Controlling
2 Therapy Control Managerialist Non-engagement
Limiting, Controlling
3 Informing Control Managerialist Non-engagement
Limiting, Controlling
4 Consultation Relay information Managerialist Definition of
Manage stakeholders Two way information flow, | Purpose, Staying within
Withholding power to veto | identified purpose
5 Placation Manage stakeholders Public interests More proactive,
Managerialist Stop being reactive
Adhoc, Reactionary, Two
way information flow,
Withholding power to veto
6 Partnership Relay information Public Interest Standard setting,
Network Mutual, Arbitral process
with stakeholders consensual
agenda setting
7 Delegated power Relay information Value Shift Standard setting,
Network Independence, Arbitral process
with stakeholders Empowering,
Well informed
8 Stakeholder Relay information Value Shift Standard setting,
control Network Independence, Arbitral process
with stakeholders Empowering,
Empower stakeholders Well informed,
Susceptible
to minority
tyranny

Source: Authors’ representation and analysis of literature
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this phenomenon and found that there are usually three possi-
ble reasons why business may engage or pretend to engage with
stakeholders. These reasons are managerialist orientations,
public interest and value shift. Cumming (2001, p.45) summa-
rised the reasons thus;

Mangerialist orientation: Organisational decision- mak-
ers seek to understand the perceptions and requirements that
stakeholders have of the organisation with a view to pre-empt-
ing the possible effects that these opinions may have on the fu-
ture business activities of the organisation.

Public Interest: Some organisations might be pursuing stake-
holder engagement... because legislative and opinion driven
pressure made it expedient for them to publicly respond to so-
cial and ethical issues.

Value Shift: Some organisations are undergoing afundamen-
tal culture shift as to what their role and indeed, their responsi-
bilities to society should be.

Under Mangerialist orientation, corporations major objec‘
tive is to control and not to change or recognise stakehold-
ers’ concerns. But with Public Interest, any seeming change is
a carefully planned public relation exercise and does not last.
Change only comes when there has been a value shift. In this
scenario, stakeholders’ concerns are recognised and addressed.
These findings are similar to an earlier study by Arnstein (1969)
on public governance (political theory), which categorised citi-
zenship participation according to level of empowerment of the
citizens. Arnstein posited that each level of empowerment in a
citizenship participation process demonstrates the real obj ective
for the participation process. Though her study was on engage-
ment of citizens in public governance, the concepts are applica‘
ble to business organisations, with corporations playing the role
of government or power holders while stakeholders play the
role of citizens. We draw from these ﬁndings to demonstrate
how the movement of corporate stakeholder relationship from
control to engagement can occur and also construct a model for
measuring the genuineness of stakeholder engagement.

Levels of Stakeholder Engagement

Arnstein’s (1969), citizenship participation falls within eight
ascending levels of manipulation, therapy, informing, consulta-
tion, placation, partnership, delegated power and citizen con-
trol. She posits that the higher the levels of participation the
more productive and sustainable are their outcome. These lev-
els do not need to follow a linear graduation but each genuine
participation level must empower stakeholders to participate
and contribute in activities that affect them. Such participation
must be active, meaningful and productive. Stiefel and Wolfe
(1994, p. 5) defines such participation as “the organised efforts
to increase control over resources and regulative institutions in
a given social situation on the part of groups and movements
hitherto excluded from such control”. Thus the more impact
a CSR activity would have on stakeholders, the more control
they should be given in order to maintain an equitable power
balance between stakeholders and corporations. Therefore, on
this analysis, we conclude that not all the eight levels of Arn-
stein’s participation ladder fall within Stakeholder Engagement.
In other words, categories without opportunity for stakehold-
ers’ input do not satisfy the participation requirement because
they do not give stakeholders any form of control (Stiefel and
Wolfe, 1994).

Before proposing which levels of Arnstein’s ladder of partici-
pation are within our concept of Stakeholder Engagement, we
shall give a full discussion and analogical representation of how
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this may apply to business- community relationship and their
implications,

1. Manipulation, Manipulation is the first of the non-
participatory level in the rung of participation. Stakeholders in
this level of participation do not have any input in the decisions
made or in the information that is fed to them or that they are
asked to feed to the public. They are often packaged as am-
bassadors of the groups they represent but in fact they are just
public relation tools or puppets representing the interest of the
power holders, be it the government or the corporation. Ac-
cording to Arnstein, this is possible in circumstances where the
stakeholder groups perceive themselves to be powerless and the
organisations, in this case businesses, to be powerful. It does
not really matter that the stakeholder groups have powers that
they could exercise. It is sufficient to be classed as powerless if
at the time of the engagement they have been so emasculated
as to believe in their lack of power. The result is that the power
holders arrogate to themselves the status of tutor and proceed
to falsely ‘educate’, persuade and advice the stakeholders. Such
approaches deprive stakeholders of their voice and usually lead
to outcomes most probably of no benefit to the stakeholders.

This has been known to happen in the Niger Delta between
oil companies and local communities, where the companies
overemphasises the benefit of their presence in a community
in answer to demands for corporate responsibility. Some go
as far as threatening to relocate to other communities, (What
we beg to term ‘corporate bullying’) especially where there are
other communities with oil reserves vying for their attention
and who may not yet appreciate the challenges. In other cases
they bribe corrupt community leaders and politicians to speal(
on their behalf instead of on the communities” behalf (Okonta
and Douglas, 2002). Such divide and rule tactics has reportedly
resulted to communal clashes (Okonta and Douglas, 2002, Fe-
lix, 2009). However, some authors have contended that all en-
gagement does not necessarily need to benefit the stakeholders
(James and Phillips, 2010). They assert it could be carried out
purely on a strategic basis to benefit the company. While there
appears to be nothing wrong with this perspective, it is wron,
to advertise the process as CSR or as beneficial to stakeholders
whereas they are not empowered participants.

2. Therapy. Arnstein describes this level as both arrogant
and dishonest. This is another level of non-participation. Here,
instead of addressing the grievances or demands of stakehold-
ers, they are subjected to a mass therapy in the supposed aim
of curing them of their misconception. Using a medical anal-
ogy Arnstein describes it as “form of “participation” so invidious
that citizens are engaged in extensive activity, but the focus of
it is on curing them of their "pathology" rather than changing"
(Arnstein, 1969, p.5), the situation against which they are com-
plaining. They are made to feel inadequate and are required to
"adjust their values and attitudes” (Arnstein, 1969, p.7).

In the Niger Delta this could happen where local communi-
ties that complain of pollution of their river by the activities of
oil companies are informed that using water from the river is
unhygienic. The companies then argue that they have paid their
tax and urge the communities to demand pipe borne water from
their government and not to rely on the rivers and streams. The
intended impression is that it is the community's fault and it is
wrong and backward of them to drink from their local river, ir-
rigate their farms or graze their cattle and not that the company
is wrong for polluting the river.

This level of engagement may not necessarily be bad for the
promotion of CSR especially, if the communication is true, For
instance, if the company has paid government (outside their
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regular tax) to clean up the pollution and have actually stopped
polluting, especially where the community is aware of suc
payment. Thus if we are to accept that businesses create value
for all stakeholders (Freeman et al, 2007), it would be equally
right that businesses be given opportunity to explain their po-
sition and probably correct some misconceptions about their
activities. This level of engagement does not necessarily require
an immediate response from external stakeholders. However,
it does not stop the business organisation from inviting a re-
sponse, especially to ascertain stakeholder impression of the or-
ganisation and reasons for that. To an organisation this is ben-
eficial in attempting to recant genuine error or misconception
stakeholders hold of their activities. However, it should not be
misrepresented as CSR in itself.

3. Informing: This is the first step to participation. Al-
though it initially involves a one-way traffic of information from
company to stakeholders, there is an opportunity for feedback
or negotiation. For informed stakeholders, any information may
prove useful in canvassing for their interest. However, Arnstein
(1969) had suggested that in many cases power holders give
information late or by one way medium in order to limit the
power of stakeholders. Listed media include radio announce-
ments, newspaper adverts or television commercials.

For instance, a company may unilaterally decide to carry
out a project in a community without consulting the commu-
nity. To reduce community negotiating power, the project is
hyped in the media and dissenting views are denied expres-
sion or labelled “anti—progressive" irrespective of how genuine
the concern. When this happens both the corporation and the
stakeholders lose out from the benefit of a well informed de-
cision (Schneider, 1999). Fortunately, things have improved
since 1969, In this internet age where telecommunication and
internet are readily and easily available, information is easily ac-
cessible and fast to spread. Thus, the Informing Level in the
Stakeholder Engagement matrix is very important.

4, Consultation. This level is higher because it is con-
structed with the intent of reﬂecting the concerns of the stake-
holders in the end result of the engagement process.

This is the case for instance where a community is consulted
before a structure e.g. a new factory is located within the com-
munity. A consultation with the locals when considered and
integrated into planning may mean that the factory is built but
in an area that may be less detrimental to the community. In the
Niger Delta, instances abound of abandoned projects like town
halls, school buildings, or pipe borne water constructed with-
out consultation. These projects end up in inaccessible areas or
built between two warring communities, rendering the project
a waste of resources (Okonta and Douglas, 2002; Babatunde,
2010). However, where the engagement ends at mere consulta-
tion without stakeholders’ concerns being addressed, whereas
they have been so promised or the engagement so advertised,
it becomes an abuse of trust. For the stakeholders it becomes
mere “participation in participation” (Arnstein, 1969) with-
out any tangible impact. For the power holders it may mean
a control of the stakeholders but a loss of legitimacy and loss
of potentially valuable contribution of ideas and information
from the stakeholders (Schneider, 1999). In the Niger Delta,
any control gained by the oil companies from false consulta-
tion does not last long because when community stakeholders
realise that they have been taken for a ride, the effect is usu-
ally negative for the company. Such disingenuity is the cause of
violent outbreaks between companies and community youths
(Okonta and Douglas, 2002).

5. Placation: This level of participation should give stake-
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holders some voice in deciding their interest. It is however usu-
ally ad hoc and reactionary. As the name suggests, this level is
used to assuage or control stakeholders when serious concerns
are raised. What happens at this level is that power holders al-
low stakeholders to supposedly participate in decision making
while withholding the power of final decision. For instance they
may be consulted and later over ruled (Arnstein, 1969; Cum-
ming, 2001) by the power holders who have the advantage and
ability to deprive the stakeholders of needed technical expertise
to articulate their interests and priority properly.

This is the case when companies deal with people from ru-
ral communities with little or no education. They deliberately
shroud issues in technicalities and complexities, A practical ex-
ample is in the management of the oil and gas wealth in Nigeria
(NEITTI, 2006; 2008). The technicalities, complexities and ex-
pertise required in accounting for production, the spillages, and
illegal bunkering operations were all used by the oil industry
companies to evade taxes and by some government officials to
hide actual amount of revenue accrued from the oil and gas in-
dustry (NEITT, 2006; 2008; Felix, 2009).

Corporations also use placation to quieten community stake-
holder groups instead of addressing contentious issues like en-
vironmental pollutions in the Niger Delta. Because the govern-
ment is in joint venture with the oil companies and also pay
the salaries of the local chiefs, oil companies recruit some cor-
rupt chiefs to supposedly represent their community interest
in Stakeholder Engagement programmes. In many cases these
chiefs only end up collecting money from the companies with-
out any representation. In some cases, the chiefs are reluctant to
be seen as confronting the government and are therefore more
malleable to the control of the oil companies. Other vocal and
corrupt minorities are also incorporated to participate in staged
engagement exercises without first consulting the community.
In actual sense such practices are meant to quieten protests
(Frynas, 2005; Tuodolo, 2007, 2009; Arnstein, 1969) and not
to make any developmental impact.

Arnstein (1969) has identified some strategies used to sup-
press full participation. These strategies are prominent in the
placation level of the citizenship participation ladder and they
include:

(a)  Criteria for participation are arbitrarily decided. For
instance, company may create requirements intended to ex-
clude particular group of representatives. This enables the pow-
er holders to push their own agenda and present it as a general
agreement.

(b)  Deliberate selection of representatives that are isolated
from the local community and thus have no direct experience of
their concerns. E.g. choosing city dwellers to discuss the effect
of pollution on the farmlands.

(c) Creating an atmosphere of distrust and powerlessness
and thus forcing many to distrust the process and as such will
not commit fully to it.

(d)  The rights, responsibilities and options available to
stakeholder groups are deliberately distorted or hidden from
them.

(e)  The stakeholders or their representatives are bugged
down by bureaucracy, lack of technical assistance and the con-
descending attitude of the power holders.

(f) Lack of proper research to discover innovative ways
to resolve issues. The power holders more often than not limit
stakeholders to traditional methods or information which even-
tually results to repetition of old mistakes and consequential
stagnation.

(g) Deliberate withholding of information that would
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otherwise enhance informed decision making.

(h) Lack of remuneration for participation or where it is
available, stakeholders are unaware of it and thus resulting to
reluctance/refusal to participate in any engagement with the
power holders

6. Partnership: At this level, stakeholders actually start
to exercise some power over their demands or interests. Power
distribution is negotiated between the power holders and the
stakeholders from the start. Issues like rights and responsibili‘
ties are clearly defined and rules for the resoluttion of disputes
before independent bodies agrred upon (Arnstein, 1969).

Unfortunately, the feeling of neglect disregard and absence
of real partnership is one of the aggravating factors of the Niger
Delta crisis. Community stakeholders see wealth being made
on their land while the land (their source of income) is being
destroyed leaving them with no reasonable alternate source of
livelihood. In their opinion, they don'’t have any stake in the
benefits, only in the pains. Such is not partnership. Companies
(in collusion with the government) further aggravate matters
by patronising them with false partnership relationships and
arrogantly positioning themselves as benefactors when there is
nothing positive to show for the relationship,

7. Delegated Power: This level of participation operates
by devolution of power to stakeholders in either of two ways.
They are:

(a)  When speciﬁc tasks or projects are delegated to the
stakeholders and they are given majority power to decide on it.
They could be made directly responsible and have the power to
demand and enforce accountability for the project. They do not
necessarily have to carry out the project as they may lack the
requisite skills, but they would have the power to decide which
project to embark on and can also ensure that the necessary lo-
gistics for its success are provided. Such delegation will be very
appropriate when dealing with local issues that require local
knowledge or no particular technical expertise e.g. construction
of school blocks in rural areas.

(b)  When there are separate but parallel groups of stake-
holders and power holders who can decide over a project. Here
the stakeholders retain the power to veto any decision where
differences cannot be resolved by negotiation. For instance, in
the above example the community may veto the school project
if it does not benefit them or ifthey have a more pressing prior-
ity for which resources are needed.

For example, the construction of community parks or schools
will not be a priority in the Niger Delta area that has been de-
stroyed by pollution and community people exposed to health
hazard (UNEP, 2011). But with community people empow-
ered to take decisions, they would realise easily that projects
like hospitals and cottage industry will have more immediate
benefits than schools and parks. While the cottage industry will
replace their lands and seas as alternate source of income, the
hospitals will help prevent spread of diseases resulting from the
pollution, especially, as in many cases government has already
built schools, whereas hospitals are usually located far away.

In both cases above, the parties can negotiate for an arbitral
body to make final decision. Such arbitral body could be gov-
ernment or private establishment with some enforcement pow-
ers. This is a role supposedly being played by the Niger Delta
Development Commission (DDC) between the government
and communities.

8. Stakeholder Control: This exists where the stakehold-
ers have “that degree of power (or control) which guarantees that
participants or residents can govern a program or an institution,
be in full charge of policy and managerial aspects, and be able
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to negotiate the conditions under which "outsiders" may change
them”(Arnstein, 1969, p.14). What this effectively means is
that there is no intermediary between the stakeholders and the
source of fund or power and thus they can make and carry out
decisions without being unduly restricted. However this does
not mean absolute control. Because for it to be a democratic
process and to avoid reverse oppression, there should always
be some mutually negotiated limits, regulations or framework
within which this power is exercised.

Stakeholder control has its limitations. These include that it
is open to abuse by either party and may amount to duplication
of task and waste of resources. Abuse may occur where the rep-
resentatives of the stakeholders use their positions to treat their
constituencies poorly, For instance, in the Niger Delta area
some community leaders have chosen to squander resources
meant for the entire community. They use the authority en-
trusted in them to accumulate illegal wealth instead of using the
wealth for social development purposes (Okonta and Douglas,
2002; Felix, 2009; Frynas, 2005). Abuse may also occur on the
side of the power holders when they deliberately obstruct the
flow of funds that results in the sabotaging of CSR projects.
Sometimes this is done to wrest control of projects from stake-
holders. The other limitation is that stakeholder control may
result in duplication of jobs, especially where the companies or
power holders already have experts who could genuinely handle
the projects instead of handing it over to the community stake-
holders.

Arnstein’s concept describes government-citizens relation-
ship especially between governments and local communities.
The examples given in each of the levels above show how they
may apply or be adapted to explain the difference between en-
gagement and control of stakeholders by companies. Hence to
the first arm of our proposition, we can affirm that stakeholder
— corporate relationship can move from control and manage-
ment to engagement. This therefore means that the Manipu-
lation and Therapy level which do not grant stakeholders any
form of control falls outside engagement. Based on this analysis
we conclude that these two stages cannot be used in measuring
the extent of engagement.

This brings us to the second arm of our proposition that
Stakeholder Engagement is measurable, We however recog-
nise that measurement here does not have to be linear., In other
words, Stakeholder Control is not always a higher or better
stakeholder participation level than Consultation (Arnstein,
1969). It depends on the purpose and circumstance of the
engagement. For instance, where a Stakeholder Engagement
exercise is carried out for the purpose of passing on informa-
tion only, an engagement conducted to the level of consulta-
tion may be sufficient (see table 2). However, the same level
will not be sufficient where the corporation proposes to carry
out a project that will seriously impact on the lives and social
or ecological environment of the stakeholders, irrespective of its
assumed benefit to the stakeholders e.g. building new roads, rail
lines, factories, schools or even hospitals, In other words, as a
guideline, we propose that the higher the anticipated impact the
higher the engagement level. Thus it is poor engagement where
the anticipated impact does not match the level of engagement.
However, the measurement should be made on a case by case
basis and not a blanket examination of the entire engagement
strategy of a company.

We accept that convincing corporation to make this move-
ment will not be easy because they do not want to lose con-
trol. However, evidence has shown that engagement is always
better than confrontation, particularly in terms of business
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community relationship (Frynas, 2005; Eweje 2007; Tuodolo,
2007, 2009). It is also a moral obligation to check the amount
of power exercised by corporations (Wood and Logsdon, 2001;
Utting, 2000). Moreover, there are other socio-economic incen-
tives that should encourage businesses to make the transition.
Some of these incentives are explained next.

Incentives to Stakeholder Engagement

We have chosen five examples to demonstrate how Stakehold-
er Engagement can benefit the stakeholders and corporations.
These include:

(a) Empowerment. This is the awareness and confidence
experienced by the beneficiaries of power sharing, It could be
political, economic or psychological and usually increases their
ability to initiate and embark on developmental activities (Paul,
1987). For power holders it relieves them of the burden of
overall responsibility and if properly managed, gives stakehold-
ers opportunity to contribute in their own development and a
genuine feeling of being stakeholders.

(b)  Building capacity. Stakeholders have a greater oppor-
tunity of developing and strengthening new skills and knowl-
edge from their involvement in CSR initiatives. Such skills
increase tremendously the sustainability of a project beyond
mere initiation (Paul, 1987) and could also be transferred to
developing and managing other private projects. For areas like
the Niger Delta where there is high unemployment, capacity
building opportunities will help the community access job op-
portunities instead of relying solely on hand outs or criminal
acts like kidnapping oil company staffs,

(c) Increased effectiveness. This could refer to both the
project itself and whatever objective the company has for em-
barking on the projects e.g. gaining legitimacy or social develop‘
ment. For example, a potable water supply project may have

Table 2. Inclusive and Productive Stakeholder Engagement framework
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two pronged objectives of providing water for the community
and enhancing the legitimacy of the company (Deegan, 2002).
Thus the failure of the project will negatively affect the com-
pany's legitimacy. But where the project is effective due to the
involvement of the stakeholders, they will be proud to be associ-
ated with the success of the project and the company. Such suc-
cesses will secure for the company both a successful project and
high legitimacy rating and in many cases garners for itself free
advertisement and advocates (Deegan, 2002; Fombrun, 2000;
Sen, 2006; Du et al, 2007).

(d)  Cost sharing. This includes contribution of money,
labour or other valuable and scarce resources to the CSR initia-
tive. The involvement of the stakeholders will help in spreading
the cost of the initiative between companies and stakeholders.
It also enhances loyalty to the corporation.,

(e)  Improving project efficiency. Here efhiciency as against
effectiveness refers to the difference between a given input (cost)
and resulting output (Paul, 1987). This means that the higher
the output against the input, the more efficient the project. It
is not measured only against the eventual benefit of the project
but also on what it costs, financial or otherwise to complete. Ef-
ﬁciency ensures that stakeholders start beneﬁting early on from
the project and companies/ power holders can start taking early
credit for the initiatives,

It must be mentioned that these benefits and objectives do
not necessarily have to be present simultaneously and their
presence does not automatically mean a fruitful engagement. In
other words, efficient completion ofa project does not necessar-
ily mean effective achievement of the goals of the project. Also
thereisa possibility that one or more of the above benefits could
be missing or present without necessarily affecting the success
of a particular project or initiative. For example, the fact that
the involvement of stakeholders has greatly enhanced their ca-
pacity in relation to a particular project does not automatically

s/ Level Corporate Purpose Means of
of Engagement reasons for and Features Meeting / Improving
that level each level

1 Informing Clarification Educating Open to feedback

2 Consultation Relay and Two way information Defined purpose
Receive information. Flow. Negotiation Set standards
Engage stakeholders

3 Placation Manage stakeholders Public interests More proactive,

Managerialist Stop being reactive
Adhoc, Reactionary,,
Withholding power to veto

4 Partnership Relay information Mutual, Standard setting
Network consensual Arbitral process
with stakeholders Share in duties, assets Defined purpose

And benefits.

5 Delegated power Relay information Independence, Standard setting,
Network Empowering, Arbitral process
with stakeholders Well informed

6 Stakeholder Relay information Independence, Standard setting,

control Network Empowering, Arbitral process
with stakeholders Well informed,
Empower stakeholders Defined limit

Source: Authors’ representation and analysis of literature
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mean that the project is a success or will benefit the community.
However, such enhanced capacity or skill could be transferable
to other aspects of the life of the individuals or communities in
question, thus making that, in itself, a success for the individual
and eventually for the social group or community the individual

belongs.

Difficulties and Challenges

We recognise that there are challenges in pushing forth this
concept of Stakeholder Engagement. These include the fact that
companies don't want to lose control, communities may abuse
the process, and companies will lose access to cheap public rela-
tion gimmicks. But we suggest that to move towards measuring
stakeholder engagement, the social—legal environment must be
made conducive, These include the presence of credibility in
the process, trustworthiness of all parties and Hexibility in the
management approach (Mele and Paladino, 2008). Other fac-
tors are accountability and the rule of law (Schneider, 1999a).
Accountability and the rule of law create the environment for
credibility, and trust to thrive. Accountability helps to reduce
agency problems and maintain high moral standard (Schneider,
1999a). This ensures that once parties are aware that they are
bound by statutory regulation or enforceable contractual agree-
ment there is a higher likelihood of a productive and less ran-
corous engagement.

There is also the tendency of rival parties in an engagement
process insisting in absolutes in the bid to push forth their own
agenda. But Stakeholder Engagement parties need to appreci-
ate that for an engagement to be successful there can hardly be
absolutes. For instance, it will be pushing for absolutes where
a party to an engagement exercise erroneously believes that its
interest is more important or refuses to appreciate or listen to
other parties concerns. As organised and more powerful bodies,
the task of promoting this concept falls with corporate bodies,
NGO's and government agencies. Stakeholders like local com-
munities, suppliers etc who are unorganised may not be aware
of these principles and may not have the fervour and expertise
to articulate them properly.

There is also the problem of hiding information in thick im-
penetrable technicalities. This makes it impossible for stake-
holders to understand one another or make informed decisions.
However, this can be resolved by encouraging transparency,
removing technicalities and educating stakeholders. Stakehold-
ers and corporations should be encouraged to look at the big
picture and the long term effects of their decisions (Collins et al
2005) and shun at all cost the temptation to descend into emo-
tional argument instead of factual or policy debate. For instance
the animosity with which opposing groups promoted and an-
tagonised the United Nations Draft Human Rights Norms
for Corporations belies any possibility of a civilised engage-
ment process (Kinley et al, 2007). However, with a transparent
process, more understanding of the subject under discussion
and no unnecessary emotional or religious slant to the engage-
ment, stakeholders and corporations will come to more valuable
agreements.

However, this does not mean that “no conflict” means “good
engagement”. Some conflicts do have great benefits to the sys-
tem. Others however, are unproductive. We group these con-
flicts into collaborative conflict and confrontational conflict,

Collaborative conflict occurs where despite apparent differ-
ences in the interests of opposing parties they remain focussed
on the fundamental objectives of their interests and the possi-
bility of a mutual co-existence. In such cases parties are able to
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realise the interdependency of their interests and how the con-
structive promotion of the other’s interest reinforces the pro-
motion of theirs. A practical instance may be the relationship
between business and government. Whereas government would
like to tax business as much as possible, it advocates moderation
because without business tax there is little or no revenue. The
business community on the other hand is moderate in opposing
tax because it realises that government creates and ensures the
sustainability of the socio‘legal environment that allows busi-
nesses to thrive, A realisation of the need for this symbiotic ex-
istence leads to compromise with government not wielding its
powers of legislative sanction (Gunningham and Kagan, 2005).
However, in some cases this relationship may be skewed in fa-
vour of companies due to their immense financial and political
influence. Such companies include tobacco companies, arms
(weapons) manufacturing companies and petroleum companies
particularly in developing countries.

Confrontational conflict on the other hand, runs more on the
fuel of emotion, ego and demand for absolutes. Here the prin-
ciples, ideas or concepts that should be the issue of engagement
are either set aside or the demerits of the other’s position is so
exaggerated that the only response possible in such environ-
ment is antagonistic, virulent, negative and counterproductive
to both parties.

Whereas the later form of conflict is not encouraged and
should be avoided, it is not a reason not to engage with stake-
holders. As much as it is possible to create negative effects, the
positive benefits of engagement, irrespective of potential con-
flict, are far more important, Moreover, as has been proposed in
this paper, there should always bea push for engagement based
on mutual respect and within the framework of agreed param-
eters and subject to a higher body both for conflict resolution
and enforcement of agreements to reduce the risk of unproduc—
tive conflict. However, conflict will not be discussed further in
this paper. But suffice it to say that, the Stakeholder Engage-
ment paradigm does not lose sight of its shortcomings and is
not advocated as the single panacea to all troubles but as a nec-
essary building block in the large project of creating a sustain-
able economic development. Stakeholder Engagement should
therefore mean agreed collaboration with relevant stakehold-
ers based on, and conducted within, a consensual parameter in
order to reduce harm, promote common good and achieve a
named mutually beneficial goal.

Based on the forgoing analysis and without prejudice to the
challenges, we can re-afhrm that (1) stakeholder - corporate
relationship can move beyond control and management to en-
gagement and (2) it is measurable.

Conclusion

Stakeholder Engagement has the advantage of granting stake-
holders more control and participation in CSR activities that
will impact on their lives and helps in achieving sustainable
socio- economic development. It also helps mitigate the nega-
tive effects ofcorporate expansion. However, our proposition is
very signiﬁcant in many other areas.

Firstly, there are series of articles chronicling corporate waste,
in terms of corporate resources and community development
opportunity, arising from lack of engagement with local com-
munities before embarking on social development initiatives.
Instances of corporations building projects like town halls that
are never used or schools and hospital buildings that are not
accessible simply because no proper Stakeholder Engagement
was conducted, and thus built in wrong places, abound (Baba-
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tunde, 2010; Frynas, 2005; Eweje 2007; Tuodolo, 2007, 2009).
Engagement exercises within the framework suggested in this
paper could help mitigate these problems (see table 2). In other
words there should be a redefinition of engagement to include
participation and not just control or management as is pres-
ently the case. This expansion and re-modification will engen-
der trust amongst stakeholders and grant corporations a more
legitimate platform upon which to operate.

Secondly, there is a case for suggesting a measurable Stake-
holder Engagement framework. Simply suggesting that corpo-
rations should move beyond control or management to engage-
ment without suggesting a framework for identifying when the
movement has been done is not sufficient. We have done this
by showing the possible six levels of Stakeholder Engagement
and what is required to meet those levels.

Finally, the propositions made here lay foundation for extend-
ing the debate on corporate governance, CSR and stakeholder
theory. We concede that our proposition is not exhaustive of
all possible solutions but it is a needed push to ratchet up the
corporate stakeholder debate in the direction of more participa-
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