
The Smith Institute
The Smith Institute is an independent think tank that has been set up to look 

at issues which flow from the changing relationship between social values and 

economic imperatives.

If you would like to know more about the Smith Institute please write to:

The Director

The Smith Institute

3rd Floor

52 Grosvenor Gardens

London

SW1W 0AW

Telephone +44 (0)20 7823 4240

Fax +44 (0)20 7823 4823

Email info@smith-institute.org.uk

Website www.smith-institute.org.uk

Designed and produced by Owen & Owen

Edited by Tony Pilch

perspectives:

perspectives: corporate social responsibility
2004

corporate social
responsibility

CLS Cover V2  21/6/04  11:07 am  Page 1



T H E S M I T H I N S T I T U T E

Edited by Tony Pilch

Published by the Smith Institute

ISBN 1 902488 74 1

© The Smith Institute 2004

perspectives:
corporate social
responsibility



2

T H E S M I T H I N S T I T U T E

Contents

Preface
By Wilf Stevenson, Director, Smith Institute

Chapter 1: Speech by the Chancellor of the Exchequer on corporate 
social responsibility at the Royal Institute of International Affairs 
on 22 January 2003
By Rt Hon Gordon Brown MP, Chancellor of the Exchequer

Chapter 2: Putting corporate responsibility into action 
By Stephen Timms MP, Minister for Corporate Social Responsibility, 

Department of Trade & Industry

Chapter 3: What matters is how you work
By Douglas Alexander MP, Minister of State, Cabinet Office 

Chapter 4: The modern corporation and community 
By David Varney, Chairman of Business in the Community and 

Chairman of mmO2

Chapter 5: Growing the Scottish economy responsibly and sustainably
By John McTernan, Commentator and Analyst

Chapter 6: A case study of corporate social responsibility in action: 
the theory and the reality 
By John McFall MP, Chair, Treasury Select Committee

3

5

27

37

47

55

63



T H E S M I T H I N S T I T U T E

3

Preface
Wilf Stevenson, Director, Smith Institute

The Smith Institute is an independent think tank, which has been set up to undertake
research and education in issues that flow from the changing relationship between social
values and economic imperatives. In recent years the Institute has centred its work on the
policy implications arising from the interactions of equality, enterprise and equity. 

Much of the Smith Institute’s recent work has centred around the interplay between the
economic benefits of competition and enterprise, and the limits of markets in delivering
fair and equitable economic and social outcomes. Core to this, and crucial to the 
government’s aims of increasing productivity and providing opportunity for all, will be the
development of the corporate social responsibility agenda. Although not new – in the
19th century, William Lever and Joseph Rowntree began to consider the effects of the
Industrial Revolution on the communities where their employees lived – we have, in
recent years, undergone a sea change in thinking about the responsibilities of companies.
Today, the corporate responsibility agenda is moving well beyond how companies give
money away, and on to central questions of how companies make money. This collection
of essays tracks much of the latest thinking on corporate social responsibility, not least the
potential opportunities for and limitations of companies and corporations conducting
their business in a socially responsible manner.    

The Smith Institute is pleased to be publishing this collection, which comprises a speech
by the Chancellor of the Exchequer alongside a series of essays on corporate social
responsibility. We hope that their contributions represent a timely overview of current
thinking on the subject – highlighting, as they do, not only the concerns of government
and of business, to engage with the agenda, but also the pivotal role that corporate
responsibility must increasingly have in shaping the public interest across the world.

The Smith Institute gratefully acknowledges the support of Lloyds TSB towards the 
publication of this monograph.
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Speech by the Chancellor of the Exchequer on corporate social
responsibility at the Royal Institute of International Affairs 
on 22 January 2003 

It is a privilege to be here at Chatham House at this important and timely conference; 
to thank the companies represented here today for the contribution you are making – 
by your innovation, dynamism and international reach – to the progress of the global 
economy; and to celebrate the contribution you are making, through your programmes
for community development, to the progress of global society.

When I look around the world, I am simply amazed by the range of socially responsible
business activity, the breadth of social engagement, and the scale of your community
involvement. I am particularly pleased to be speaking at this conference, which is bringing
together government, business, non-governmental organisations and faith groups – a
partnership that was critical to the advances made at the Johannesburg Summit on
Sustainable Development in 2002; a partnership that is now even more critical to the 
next stage of international development in future years.

The key role of business 
Today, I want to talk about the special part that business can play in the international
development process: 

• how socially responsible business behaviour is now more than corporate philanthropy;
• how business investing and operating in developing countries can help to generate 

both economic growth and social development; and
• how in the modern world, policies that make for the good economy and policies 

that make for the good society need not be enemies but can be allies.

I want to suggest how business – and, specifically, business, governments and NGOs 
working together – can, from this year, play an even more central role in the development
process – partners in development not through charity hand-outs but by company
engagement. 

In particular, I will suggest how business can be at the heart of what some have called 
a modern Marshall Plan for the first decade of the 21st century – a new deal for the 
global economy, whereby, in return for developing countries pursuing anticorruption,
prostability, protrade, proinvestment policies, developed countries make the necessary
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funds available to tackle long-standing problems of ill health, illiteracy, poverty and
underdevelopment. A plan for development that is a moral imperative but also a smart
business proposition: enlightened self-interest at its best.

Let me put what I say in context.

Developing countries as engines for global growth
If the world economy is to sustain high rates of growth in the years to come, growth 
can and must come from bringing developing countries into the development process – 
making them engines of growth for the world economy and thus bringing the millions
who live in these countries into the modern productive economy, bringing them in as 
consumers of the goods and services produced.

Today, developing countries account for 80% of the world’s population – 5 billion potential
consumers – but they account for only 20% of global GDP. The World Bank estimates 
that by 2050, developing countries will represent nearer 90% of the world’s population, 
8 billion potential consumers.

World Bank estimates also show that maintaining the current average rate of world 
economic growth demands faster growth rates in developing countries and a doubling of
their share in global GDP, to 40%, by 2050. In other words, to sustain current global
growth rates, the GDP of developing countries, which is just $6 trillion today, would
increase nearly tenfold to $56 trillion in the next 50 years, releasing massive productive
and purchasing power.

It is, therefore, not just that NGOs, business and governments have common cause in
wishing this to happen but that for the world economy as a whole to prosper, and for the
companies operating in it to have markets that expand, developing countries’ growth is a
necessity. Put it another way: we are unlikely, in the rich countries, to maintain the growth
rates we have enjoyed over the past 20 years unless we continue to bring the poorest
countries into the development process.

The potential rise in the annual output of developing countries from $6 trillion to 
$56 trillion represents a significant opportunity for future prosperity for us all: companies
seeking markets; developed economies seeking trade; developing countries seeking growth
and prosperity.



So, just as South-east Asia and China have become, over the past two decades, engines of
growth for the world economy, and just as, when poverty decreases and income per capita
increases, these countries have become a source of demand both in their immediate
region and in the wider global economy – China, for example, is now the sixth-largest
economy and the number one destination for foreign direct investment among 
developing countries – so too, today’s developing countries can and must become 
tomorrow’s developed countries: releasing the productive potential of their people, then
their purchasing power, as sources of demand and growth for the next stage of the 
global economy’s development.

The issue for us, then, is that of course it is a good idea and morally right that developing
countries move from poverty to prosperity. But it is also that, for the development of the
world, it is an economic necessity that this should happen – showing us that church and
faith groups, NGOs, business and governments in developed and developing countries all
have a similar interest in the economic and social development of the poorest countries.

I want to suggest today that it makes good, sound business sense for business to invest
and act in the most responsible manner in developing countries: a smart solution for the
next stage of the global economy’s development.

So, let me address three issues today:

• first, what we mean by corporate social responsibility;
• second, whether there is a consensus that business and NGOs, as well as governments,

can now join the debate about how development can best proceed and how 
best we support the development process;

• finally, I want to set out a new international initiative that I believe business and 
NGOs, as well as developed and developing country governments, can support.

Corporate citizenship
All of us come to the issues raised by corporate social responsibility in different ways –
sometimes because we are business managers doing a lot, sometimes as charities wanting
business to do more, sometimes as men and women who have seen at first hand the 
contrast between what Churchill called the accumulated excesses of wealth and the 
gaping sorrows of the left-out millions.
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I was brought up in Fife, with a fascination from my earliest days with the life and works
of Andrew Carnegie. Dunfermline, the town that gives its name to my constituency in
Scotland, is the birthplace of Carnegie and the headquarters of the Carnegie Trust: 
formed in 1901 by the world’s then richest man, Andrew Carnegie, and for a century
engaged in philanthropic works locally and around the world. In his early years, Carnegie
made money. In his later years, he gave most of it away.

But in recent years, corporate social responsibility, which started, for many companies, as
something akin to the philanthropic engagement of the older Carnegie, has evolved into
a far deeper understanding of what benefits business and benefits our economy. 

Corporate citizenship is now understood to be something very broad indeed:

• a recognition that business activities have a wider impact on the society in 
which you operate;

• an attempt to advance economic, social and environmental goods together;
• the good economy and the good society pursued together, by businesses working 

as part of the communities around them; 
• the good economy and the good society seen not as irreconcilable opposites 

but as dependent on each other – enterprise and fairness marching forward together. 

In these last few decades, as socially responsible business behaviour has come to mean not
just charity philanthropy but also greater transparency, environmental care and direct
engagement in community involvement, I believe it is true to say that in this redefinition
of corporate social responsibility – as it has moved from the margins to the mainstream,
from the arena of charity to the arena of corporate strategy, the emphasis no longer 
just on external giving but now on internal business processes, the focus less on how 
companies give money away and more on how companies make money – many of the
British companies represented today have been leading the world.

Corporate social responsibility is broadening all the time into a belief that economic, social
and environmental objectives can be pursued together and in harmony. And, in particular,
that corporate self-interest and corporate social responsibility are not irreconcilable 
opposites but can progress together.

The new understanding of corporate social responsibility is a recognition, in part, that in
business, trust is critical to success; that reputation management is essential; that a brand
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must enjoy people’s confidence; that long-termism matters; and that there is something
in corporate responsibility that is the smart solution for business and for long-term 
economic growth. A recognition that when business loses trust and then legitimacy –
either through lack of transparency or social engagement, or irresponsibility, whether it 
be Enron or WorldCom – it is at its most vulnerable.

There is a growing recognition that corporate social responsibility does not just relate to
your own competitiveness as a business but defines it; that social responsibility is not an
optional extra but a necessity – not a part of the business of a company but at its heart,
not a sideshow but a centrepiece, not incidental but integral to what you do.

The late economist James Tobin has been one of many to demonstrate the growing 
importance of assets such as intellectual capital, skills, research and development, brands,
relationships and reputation in the knowledge economy. 

So, the lessons we all learn are these:

• Being transparent matters to your ability to recruit, sell, inspire trust and create wealth.
• Accounting for your environmental impact matters to your ability to recruit, sell, 

inspire trust and create wealth.
• Engaging in your community matters to your ability to recruit, sell, inspire trust 

and create wealth.
• Engaging in international development in Africa and elsewhere matters to your 

ability to recruit, sell, inspire trust and create wealth.

The engagement of business at the sustainable development conference in Johannesburg
marked a turning point, from the time when business was outside the gates whenever
international politicians got together, to a time when, rightly, business was firmly at the
table, one of the partners in development – engaged in the smart as well as socially
responsible solution to the challenges society faces.

Can business showing corporate social responsibility become an even more central part in
the next stage of making globalisation work better for the poorest communities of the
world? Now that social responsibility has moved from charitable philanthropy in its first
generation, to social engagement in its second, I want to suggest we move to the third
generation in corporate social responsibility – that we judge our actions not just by their
input, the community involvement we seek to have, but by their results, the difference we
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make to poverty reduction on the ground in the developing world. 

I believe there is a growing new intellectual consensus that makes this new role of 
business possible and desirable.

A meeting of minds
Thirty years ago, 20 years ago, perhaps even 10 years ago, the divisions between pro- and
antiglobalisation campaigners would have been so fundamental that no meeting of 
minds would have been possible. But today, many people who are wrongly labelled
“antiglobalisation campaigners” – and who, rightly, campaign for trade on fair terms for
developing countries – would also acknowledge:

• the importance of markets; 
• the pivotal role of private capital; and 
• that while the unfettered power of any vested interest anywhere is unacceptable, 

private companies and private – not just public – investments are crucial to making
global economic development work in the interests of the excluded. 

But just as old forms of protectionism and antimarket sentiment are increasingly 
questioned, so too is the old laissez-faire approach of doing nothing. Experience from 
the 1980s onwards has also moved us on from the assumption that just by liberalising, 
deregulating, privatising and simply getting prices right, growth and employment would
inevitably follow – a set of assumptions about absentee government that have proved
inadequate to meet the emerging challenges of globalisation in, for example, South-east
Asia, where public investment has played a catalytic role in securing growth. 

We know that stability is the precondition for global prosperity and growth. And because
there is no long-term trade-off between inflation and growth or unemployment, it was of
course right, in the wake of the oil price rises of the 1970s, that in the 1980s the control
of inflation was the overriding priority – and today, country by country, the importance
of monetary regimes that ensure low inflation is well understood. 

As different understandings of the world economy converge, we are moving towards 
a new paradigm in which people agree that low inflation and fiscal stability are the 
necessary, but not sufficient, conditions for securing prosperity for all, and that we should
restore to the heart of economic policy the high ideals and public purpose of 1945, which
made governments and countries have as their first objective to pursue for their and 
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other countries the goals of high and sustainable levels of growth and employment as 
the means to prosperity for all. 

To achieve not just low inflation but sustainable development, there is, again, a growing
consensus that the pursuit of economic stability requires also: 

• public as well as private investment; 
• policies for competition, so that privatisation does not lead to monopoly and 

the triumph of vested interests; and 
• proper financial supervision as well as liberalisation, including a route map sequencing

the liberalisation of capital markets.

I believe that even as many NGOs express doubts about the fairness of free trade, the
progress being made at Doha and beyond on the trade round can show that extending
trade can be of benefit to all, especially developing countries, and not a threat.

There are, of course, central unresolved issues:

• the labour practices of companies in the poorest countries;
• the degree of transparency in company practices and the avoidance of corruption; and
• how we can develop cross-border systems of accountability under which companies 

that are not owned in but work in developing countries accept that there should be
scrutiny of their actions.

I will come to these in the course of my remarks. 

But, overall, I believe that as we see evolving the new global economy of open, not 
sheltered, economies; international, not national, capital markets; global, not local, 
competition; there is also a growing consensus that we need not to retreat from global
economic co-operation but to strengthen it – building and sustaining an international
financial system with well-understood rules and procedures that make sense of the 
needs of developing countries in the 21st century; and it must be one where business
plays its full part. 

A modern Marshall Plan
So, apart from extremist views on each side, I believe that consensus is possible about 
the next steps forward – consensus that understands how developing countries have, in
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recent years, grown to become developed countries and what we must do as an 
international community to help others do the same.

How, then, can we work together to take that process forward? 

We must continue to resist two opposite temptations: 

• The first is to retreat, as antiglobalisation protestors have sometimes done, into a 
nihilism that suggests that global institutions can yield little that is good, withdrawing
into an outdated protectionism and isolationism that would deprive developing 
countries of what they need most – development itself.

• The second is to recycle the old laissez faire that says there is nothing that can be done. 

I believe that we need nothing less than a modern Marshall Plan for the new world. 

America’s post-Second World War achievement in a plan proposed by the US Secretary 
of State George Marshall should be our inspiration in this post Cold War world. The plan
originated as a response to the threat of communist terror in Greece and Turkey; it 
recognised that without the integration of ravaged economies into global economic
development, social catastrophe would follow; it broadened into an economic plan for the
reconstruction of the whole of a battered Europe; it invested unprecedented sums of
money in aid for reconstruction; and it made possible the growth of trade between
America and Europe that was responsible for the post-1945 global revival. 

The plan transferred 1% of national income every year, for four years, from America to
Europe – in total, the equivalent in today’s money of $75 billion a year – not as an act of
charity but as a frank recognition that, like peace, prosperity was indivisible and that to
achieve this goal would require new public purpose and international co-operation on a
massive scale. 

Although today’s global new deal that I suggest is being constructed in new times, it is
based on the Marshall Plan’s enduring values. Like our predecessors, we understand that
what has happened in Afghanistan and elsewhere raises global issues on terror, to which
we must respond with resolution, but also on the integration of the poorest countries into
our global economy. 

Like them, we see that a world disfigured by poverty can be neither just nor stable. Like
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them, we see that national safety and global reconstruction are inextricably linked. Like
them, we see the need for a new economic leadership – a comprehensive plan that goes
beyond temporary relief to wholesale economic and social development. Like them, we 
see the need for a new global social and economic order grounded in both rights and 
responsibilities accepted by all. Like theirs, our proposals call on the poorest countries
themselves to rise to the challenge.

Building blocks towards a global new deal
There are four building blocks of this global new deal – and, in each of these, business 
has a role to play. 

First: better terms for the poorest, based on transparency
The first building block is an improvement in the terms on which the poorest countries
participate in the global economy and actively increasing their capacity to do so. 

This requires a new, rules-based system founded on:

• clear procedures – all countries, rich and poor, pursuing agreed codes and standards 
for fiscal and monetary transparency, and for corporate and social standards;

• a new openness and transparency – with the International Monetary Fund as 
independent from political influence in its surveillance of economies as an 
independent central bank is in the operation of monetary policy.

The adoption of clear and transparent procedures in economic decisions – for example,
presenting a full, factual picture of the country’s debt position and the health of its 
financial sectors – and a willingness to be monitored for them improves stability, deters
corruption and provides to markets a flow of specific, country-by-country information
that engenders greater investor confidence. We should all adopt and monitor similar
codes and standards for corporate governance and accounting and auditing, working with
standard-setters to develop stronger regulatory frameworks. 

So, at the heart of the first building block – and key to stability – is transparency.

With technical assistance and transitional help for early implementation of codes 
and standards, I hope that developing countries will travel the road towards greater 
transparency – with a flow of information, including the systematic and regular production
of fiscal and monetary data, the observance of high corporate standards, and the routine
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publication (by rich and poor countries alike, as well as by the IMF) of all surveillance and
programme reports, assessments of codes and standards, and IMF policy and administrative
papers: greater transparency playing its part in reducing the risk of financial crises and 
of financial contagion. 

But one area of transparency requires a major leap forward by businesses, as they can play
a key role in encouraging governments to be more accountable for the revenues they earn
from their natural resources. 

Some people underestimate the importance of this move, but the current proposal to
increase transparency in extractive industries is an excellent example of how private-
sector companies can contribute positively to development by helping to increase the
likelihood of revenues from extraction being used for poverty reduction. This initiative,
launched by the UK, is being developed by an ever-increasing number of governments,
companies, investors and NGOs. 

There has been great interest from the international business community, and I am very
pleased to see that many of those involved so far are present today. I urge business to 
continue to work with governments and NGOs, in the run-up to the G8 Summit, to build
the wider consensus we need at international level for this proposal.

Second: reducing trade restrictions
The second building block is moving forward and consolidating the great progress made
at Doha at the World Trade Round, by the swift and sequenced adoption of an improved
trade regime – essential for developing countries to participate on fair terms in the world
economy. 

Trade can be a powerful engine for growth. Research suggests that reducing or removing
remaining restrictions on world trade would produce anywhere from $250 billion to
upwards of $400 billion annually for the world economy, of which over a third would go
to developing countries. And we all have work to do to achieve this – although a large
proportion of the gains would come from developed-country liberalisation, over half are
predicted to come from developing countries’ own reforms.

Past evidence supports the link between developing countries’ own trade policies and
growth. In the last 40 years, those developing countries that have managed to be more
open and trade more in the world economy have seen faster growth rates than those that
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have remained closed. From the early 1970s through to the 1990s, developing countries
that were able to pursue growth through trade grew at least twice as fast, on average, as
those that kept their tariffs high and their doors closed to imports and competition.

We must ensure that all countries have the opportunity to reap these benefits, and so
must deliver on the commitments made at Doha:

• We must ensure that poor countries have access to the medicines they need to 
tackle the diseases crippling their societies – Aids, tuberculosis, malaria – and to 
protect public health, and we must urgently rectify last year’s failure to reach 
agreement in the WTO on this issue.

• We must continue to press for other developed countries that have not yet done 
so to follow the EU’s lead by offering duty-free and quota-free access to all 
products, except arms, from the 49 least developed countries.

• Since three-quarters of the world’s poor live in rural areas, urgent action is 
needed to reduce agricultural protectionism and open up trade.

It is essential that the EU goes to the WTO Ministerial Conference in Cancun, Mexico, this
September1 with a positive, prodevelopment position in all areas – and we will continue
to work with our EU partners to ensure this. And I urge business to join us in pressing hard
for the discussions in Mexico to be fruitful and progressive and to join in the sector-by-
sector discussions so that we maintain the momentum needed to successfully conclude
the World Trade Round, with strong outcomes for developing countries, by January 2005. 

Third: creating the domestic conditions for investment
The third building block – and this is where business has an even greater role – is the adoption
by the international business community of high corporate standards for engagement as
reliable and consistent partners in the development process and the creation in developing
countries of the right domestic conditions for business investment. 

Over the past decade, foreign direct investment flows across national boundaries, including
to and between developing countries, have increased almost sixfold – an important driver
for growth and development. But the poorest and least developed countries suffer a 
double handicap. Not only is foreign direct investment too low – with just $3 per head
going to low-income countries, compared with $1,100 per head to higher-income 
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countries – but often the small amount of domestically generated savings and investment
that do exist leave the country in capital flight.

In seeking more favourable business environments in which private-sector investment can
be more productive, country-owned poverty-reduction strategies have correctly focused
on creating the right domestic conditions for business investment, including improved
infrastructure, sound legal processes that deter corruption and the creation of an 
educated and healthy workforce. And we can list a number of countries recently – like
Mozambique – that have taken tough decisions to restructure their banking sector,
strengthen corporate governance, improve their transport infrastructure and develop
their natural resources. In Mozambique, this has resulted in a sixfold increase in foreign
direct investment over the past decade and GDP growth rates averaging 9% over the 
past five years. 

As good practice emerges, it can be shared.

Last year [2002], I supported the creation of new investment forums – bringing public 
and private sectors together to examine the current barriers to investment and build a
consensus, in the light of regional conditions, on how to secure higher levels of investment.

I am delighted that the World Bank and the IMF have now established two such forums
in Ghana and Tanzania. These have been welcomed by both business and governments
and are already identifying the priority reforms that will help to increase investment flows
– improvements to infrastructure, regulatory reform, greater regional integration and the
promotion of Africa as an investment destination for foreign firms.

Most importantly, investment forums are helping to break down the assumption that 
private-sector development should either be led solely by business, or directed by 
the state; instead, recognising that public and private sectors must work together in 
partnership to secure economic growth and reduce poverty – precisely why conferences
like this, encouraging productive dialogue between government, business and civil 
society, are so important.

Many businesses are already recognising the need to pursue socially and environmentally
responsible business practice, following the principles of good corporate practice laid out
in the OECD’s guidelines for multinational enterprises, signing up to the global reporting
initiative and the ethical trading initiative, which is now flourishing, and assessing and
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making public their economic and social impact in developing countries. In this way, 
businesses can become more rooted in the communities in which they operate, 
generating a genuine sense of investment and engagement – and it is crucial for more
companies to follow this lead and to secure real shifts in the policies and practices of 
corporations, including on environmental and social issues.

One of the main fears of those who campaign against globalisation is that lax regulation
in developing countries can result in a downward spiral of poor labour, environmental 
and regulatory standards, which will be exploited by large, unaccountable multinational
companies.

So, where international companies seem unaccountable across boundaries – and 
sometimes appear more powerful than the developing countries in which they operate –
businesses and government must do more to restore the right balance, increase 
stakeholder awareness and achieve cross-border accountability; shareholders and 
consumers holding companies to account wherever they may be located. Already, in the
UK, we are seeing socially responsible investment gaining ground – with assets now
totalling about £37 billion, it is the fastest-growing segment of the market.

The challenges are formidable. The suspicions remain considerable. But I believe that by
working with governments to remove barriers to investment, and through adopting sound
principles of corporate practice, the private sector can play its part in the development 
of the world’s poorest countries. 

Fourth: international investment for development
Stability, trade and investment are all vital but there cannot be a solution to the problems
that developing countries face without a fourth reform: a substantial transfer of 
additional resources from the richest to the poorest countries in the form of investment
for development. Here, the focus should be not on aid to compensate the poor for their
poverty but on investment that builds new capacity to compete and addresses the long-
term causes of poverty. 

The years 2000, 2001 and 2002 were years of progress for international development. 

In 2000, for the first time, the world community – international organisations, individual
countries and non-governmental organisations – signed up to the historic shared task of
meeting the Millennium Development Goals by 2015: including to eradicate extreme
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poverty, achieve universal primary education and radically reduce child and maternal
mortality. Agreements on debt relief also released $62 billion for 26 countries with 
burdens of unpayable debt, with potentially $100 billion of debt cancelled if all 38 
eligible countries, including those countries in conflict, took part. 

Last year, at Monterrey and then at Johannesburg, the international community signed 
up not only to a coherent and principled approach to development, but also – with 
$12 billion a year of extra funding by 2006 – announced the first increase in official 
development aid for 20 years. In Canada, in July 2002, a new partnership for Africa 
was initiated. 

But 2003 begins with, sadly, little of the enthusiasm that usually greets a new year. 

For while the world agreed, little more than two years ago, to these ambitious Millennium
Development Goals, we see famine ravaging Sub-Saharan and Southern Africa and we are
already at risk of not meeting these targets.

To reach the education goals, 80 million new primary school places will need to be 
created in Africa alone over the coming decade, and UNESCO estimates that more than
70 countries will not achieve universal primary education by 2015.

On current forecasts, 81 countries will not meet our goal of reducing child mortality by
two-thirds, and in 55% of sub-Saharan countries the maternal mortality rate is actually
increasing.

On current trends, and without greatly increased growth, Sub-Saharan Africa, the 
Middle East, North Africa, Latin America, the Caribbean and the transition economies of
Europe and Central Asia will all fail to see the halving of their poverty by 2015. In fact, in
the past 10 years, those regions have actually seen an increase of over 100 million people
living on under $1 a day, and globally there has been only a 10% drop in levels of 
extreme poverty.

As I speak, almost 40 million men, women and children in Sub-Saharan Africa are facing
famine – and, for many, death. The world must act quickly and boldly to avoid today’s 
crisis becoming tomorrow’s calamity.

Recent pledges from the United States and the EU will, from 2006, raise an extra 
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$12 billion each year for education, health and antipoverty programmes. This is a historic
advance – a reversal of the 20-year decline in aid levels. For its part, the UK will increase
its aid budget to nearly £4.9 billion by 2006 – a near-doubling in real terms. 

At the same time, we must also do more to make better use of existing resources.
Reordering priorities, untying aid and pooling funds internationally could all release 
additional funds for the poorest countries. The UK government will increase the poverty
focus of our own aid in order to raise the proportion spent in low-income countries, from
78% currently to 90% by 2006. And we will also work to improve the effectiveness of EU
aid – the European Commission spent only 38% of its official development assistance 
in low-income countries in 2000.

But even with greater aid effectiveness and the aid already pledged, it will not be enough.
The report of the high-level panel on financing for development, chaired by former
President of Mexico Ernesto Zedillo, estimates that if we are to achieve the Millennium
Development Goals, at least an extra $50 billion more in aid will be required every year.
So, as a matter of urgency, we must look at ways by which the benefits of existing and
future aid pledges can be maximised. 

A new international finance facility
Poor countries need not just one-off emergency allocations that depend on the whims of
donors, but long-term commitments to sustain lasting change. The UK government is,
therefore, proposing a new international finance facility. On the basis of long-term, 
binding donor commitments from the richest countries, some of which have already been
made, the facility would leverage in additional money from the international capital 
markets to raise the amount of development aid for the years to 2015 from $50 billion 
a year to $100 billion a year – a level of aid still well below the absorption capacity 
of the poorest countries.

Tomorrow [23 January 2003], the Treasury and the Department for International
Development will be setting out our proposal in more detail – and we would welcome
your views on it.

The finance facility we propose is designed specifically to help meet the internationally
agreed Millennium Development Goals – an essential condition to allow the poorest
countries to attract private investment and participate in the global economy.
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The facility would provide a temporary framework, seeking to raise additional funds for
development in the years leading up to 2015. While the facility would be in existence for
about 15 years, the repayment period would be about 30 years. In this way, we are 
seeking to bridge the development financing gap between the resources that have already
been pledged and the additional funds that are now recognised as urgently necessary to
meet the Millennium Development Goals, create the conditions of self-sufficient growth
and development, and move us closer towards the agreed target that developed countries
should contribute 0.7% of their gross national product in aid.

Of course, we will have to convince a sceptical world that money for development will 
not be wasted, so the facility would need to ensure not only additional money, but value
for money.

Commitments between developed and developing countries
In the past, some economists and critics have argued the case that aid is bad for 
development. And it is unquestionably true that there have been cases where aid has 
been badly used, on occasion, supporting corrupt regimes or wasted on misconceived,
short-term projects.

But we also know that countries with fair and transparent policies have a greater ability
to use funds effectively and to absorb additional aid. So, each country drawing on the
fund will have to show that the money will achieve the results intended.

The facility would thus be an integral part of a new agreement between developed 
and developing countries, with each country:

• first, pursuing anticorruption, prostability policies and agreeing the necessary 
transparency in economic and corporate policies to achieve this;

• second, a sequenced opening-up of markets to global trade;
• third, agreeing a sequenced opening-up of markets to investment;
• fourth, as part of the country-owned poverty reduction strategies, agreeing clear 

and costed plans for building education, health and economic capacity – seeing 
development aid not as compensation for past failures but as investment for 
future success.

Under our proposal, the developed world would make a commitment to providing long-
term, predictable, untied and effective aid as investment to the countries that need it most.
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In return, developing countries would demonstrate a commitment to poverty reduction
strategies, addressing political and economic stability and creating an enabling 
environment for human, physical and social investment.

So, in future, no country genuinely committed to economic development, to poverty
reduction and to the transparency and standards I talked about earlier should be denied
the chance to make progress because of a lack of investment.

The finance facility concept offers a number of advantages:

• It is focused on the financing necessary to help achieve the internationally 
agreed Millennium Development Goals.

• It is founded on developed countries’ long-term commitments to those countries 
that are striving towards achieving the goals.

• It bridges the gap by leveraging these long-term commitments, enabling us to 
move more quickly to the target that each donor country contributes 0.7% of 
GDP in development aid.

• It can deploy a critical mass of aid as investment over the next few years, 
when it will have the most impact on achieving the targets.

• Its structure encourages donor pooling and co-ordination. By bringing together 
donor flows and diversifying risk, it is able to secure value for money.

• By crystallising long-term commitments from donors, it can provide a predictable 
and stable flow of aid over the medium term to countries that remain committed 
to achieving the goals.

For its part, the UK stands ready to provide the long-term commitment that is necessary,
but we cannot make progress alone. We seek to build support within the entire 
international community for our proposal – and I believe that this is an area where Britain
can, again, show leadership. Acting together, with clear purpose and urgent resolve, the
world can, by 2015, meet the Millennium Development Goals and tackle the evil of 
global poverty.

But we simply cannot achieve these goals without the enthusiastic support of business.

The new international finance facility would provide developing countries with the means
to invest in schools and healthcare, roads and legal systems – which, in turn, will help 
create the environment that businesses need in order to start up, invest and grow, as well
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as create the conditions that will enable countries to participate in and benefit from 
global trade. And as families in those countries are lifted out of poverty, new and dynamic
markets will be created. But in return for these investment and trading opportunities,
businesses – as most enlightened businesses understand – should fully recognise their
responsibility to promote stability, transparency and growth and can become full partners
in development. 

Obligations for change
The challenge we face is immense. But our vision of the way forward – and one that is
recognised in the principle of intent that many participants here, including myself, will be
signing up to today – is that in an increasingly interdependent world, all can benefit if
each meets agreed obligations for change.

I know that business will wish to accept its responsibilities, as others – developed and
developing governments, the international institutions and civil society – accept their
responsibilities:

• First, the obligations on developing countries: to end corruption and meet 
international standards in public financial management and accountability, to put in
place stable economic policies and invite investment, to meet their commitment to
community ownership of their poverty reduction strategies and to ensure that
resources go to fighting poverty, including education and health.

• Second, the obligations on the richest governments towards the poorest of the world: 
our commitment to tackling the inequalities through a substantial and decisive 
transfer of resources – not aid that entrenches dependency, but investment that
empowers development – investment money that is, in the truest sense of the world,
increasing the capacity of the poorest countries. 

• Third, the obligations on the world community as a whole – international institutions: 
to reform systems in order to ensure greater transparency and openness, to open up
trade and the opportunities for faster development, and to focus on priorities that
meet the Millennium Development Goals. 

• Fourth, the obligations on non-governmental organisations and faith groups: 
to ensure that developed and developing countries, business and international 
organisations are held accountable for progress towards the Millennium Development
Goals and to co-ordinate their efforts in giving voice to the voiceless and 
empowering the powerless.

• Finally, the obligations on business: to engage with the development challenge and 
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not to walk away – investing in developing countries, participating in a dialogue and
playing their part in preventing and resolving economic crises.

A new partnership
Today I have suggested that a new partnership between NGOs and business and 
governments is essential, feasible and urgent:

• essential, because we recognise that if the world is to do well in the next decades, 
the developing countries must be at the heart of progress; 

• feasible, because while there is much that divides people with views on globalisation, 
there is a great deal more today that unites us on the means by which the 
development process can advance;

• and urgent, because we know that for the 115 million children not going to school 
today, for the 30,000 mothers facing the death today of their infant child, and for the
2 billion people living on less than $2 a day for all their necessities, development can
mean the difference between life and death.

Of course, this new development programme is essential, feasible and urgent for one 
further set of reasons. Since the tragic events of 11 September, we have recognised a 
profound and pervasive truth: that what happens to the poorest citizen in the poorest
country can directly affect the richest citizen in the richest country and, as individuals and
nations, we are dependent upon each other for our security and prosperity.

As Martin Luther King put it: “we are each strands in an inescapable network of mutuality,
together woven into a single garment of destiny”, not here as self-interested individuals
sufficient unto ourselves, with no obligations to each other, but all part of a community
bound together as citizens with shared needs, mutual responsibilities and linked destinies
– not only across our nation, but also across our world; our fates and interests bound
together. Governments, companies, NGOs, faith groups – all of us know the importance 
of that interdependence.

Dr James Stockinger explained our mutual dependence most memorably when he wrote:

It is the hands of others that grow the food we eat, sew the clothes we wear, build the
homes we inhabit. It is the hands of others who tend us when we are sick and lift us up when
we fall. It is the hands of others who bring us into this world and lower us into the grave.
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So, I believe that the answer is not to retreat from globalisation or global co-operation.
Instead, we must step up our efforts to work together to advance social justice on a 
global scale, to the benefit of all.

We must do this with more international co-operation, not less; founded on the belief
that not only do we have obligations to each other beyond our front doors and garden
gates, responsibilities beyond the city wall and duties beyond our national borders, but
that working together – governments, business, NGOs, faith groups – this generation, with
its energy, technology and global reach, does indeed have it in its power, if it so chooses,
finally to free the world from poverty, disease, illiteracy and want.

NB: This speech was given before the WTO talks were held in Cancun in September 2003 
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Putting corporate responsibility into action 

One of the best parts of my job as a Department of Trade & Industry minister, since spring
2002, has been finding out about the very impressive examples of corporate social 
responsibility developing around the UK, and being involved in the evolving debate about
the relationship between business and community. We are in a very creative phase in
working through the relationship between companies on the one hand and their 
communities on the other. There is a great deal of experimentation and innovation going
on; there is a ferment of goodwill and enthusiasm. Some ideas will work well; others 
will not. But the upshot will be great learning about how companies can best contribute
to tackling the biggest challenges that we face, in the UK and overseas.

This ferment of ideas and enthusiasm is unique to the UK – and is being watched with
close attention by others around the world. I visited Japan in late 2002, for a seminar on
corporate social responsibility led by the Keidanren, the national business federation, 
sharing a platform with our own Business in the Community. My hosts made it clear that
they regarded the UK as the worldwide leader in thinking and practice on corporate 
social responsibility. 

There is a powerful coming-together in Britain of, on the one hand, world-leading multi-
national companies with a strong sense of their responsibilities, and, on the other, 
determined and effective non-governmental organisations. The dialogue between them
has been extremely creative, and has given rise to a rich profusion of imaginative 
initiatives. It is one of the best resources we have for developing the new ideas and 
innovations that we need to tackle effectively some of the biggest challenges our 
society faces. 

Raising standards of education, bringing long-term unemployed people back into work,
tackling homelessness and poverty, reducing carbon emissions – we have seen significant
progress on all of these in the past six years, but they are not challenges that government
can fully resolve on its own. Neither can companies and neither can communities. But
bringing all the players together, as the modern corporate social responsibility movement
is doing today, opens up much better prospects for success.

The idea of a corporate social responsibility academy
The question in my job is to work out how government can help to encourage and 
facilitate more of the excellent work that characterises corporate social responsibility at
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its best in the UK. In December 2002, I asked Sue Slipman to lead a working group to
advise us on how the government might help companies to develop the skills and 
competences they need for successful responsible corporate action. The working group
report, Changing Manager Mindsets, was, in my view, an extremely helpful contribution
to our thinking – it can be found on the website of the Corporate Responsibility Group 
at www.corporateresponsibilitygroup.com. 

Among its conclusions was to recommend “the setting up of a corporate social 
responsibility academy to support the growth of corporate social responsibility 
competencies at the heart of education, training and on-going development of both 
specialist and general managers”. The idea of an academy was first mooted by the think
tank Demos, in its summer 2002 report on corporate social innovation. 

Changing Manager Mindsets recommended that the academy should be the custodian 
of a framework of corporate social responsibility competencies – that it should not itself
provide training, but should license use of the framework by others. The report also 
said that the academy should strive to give people working in the arena of corporate
responsibility access to learning experiences “such as secondments, peer group learning
circles, learning exchanges and visits and best-practice workshops”. The academy should
“have an active advice and support role to enable other organisations, whether in 
business, public or voluntary sectors and professional disciplines to develop their 
education and training programmes to underpin the embedding of CSR practice”. 

The report called for the academy to help disseminate case studies of effective corporate
responsibility initiatives, and to contribute to government strategy for the promotion of
corporate social responsibility – including for UK companies operating internationally. 
It drew attention to the need to serve small organisations as well as large, and 
recommended that it should be “new and independent” and have a small core staff. 

Changing Manager Mindsets advised that corporate sponsorship could be attracted for
the academy and that it could develop an income through licensing the competency
framework. Initially, however, it is likely to require financial support from the Department
for Trade & Industry. 

The report was published for circulation and attracted widespread support. Some concerns
were expressed, however, that an academy might support the notion of corporate 
social responsibility being a separate profession, rather than a part of every manager’s 



responsibility. I am keen that we should make progress as quickly as possible with 
establishing the academy, with a dual role of: 

• promoting the availability of the kind of professional development that can 
contribute to successful responsible corporate action; 

• helping to spread the best ideas about corporate social responsibility among all 
those who are interested in putting them into practice.

I have asked Clive Mather, Chairman of Shell UK, to chair a group to advise us on how 
best to take forward the proposal for an academy in a way that strengthens the main- 
streaming of corporate responsibility on the part of company boards and managements,
with a view to the academy being in a position to launch by summer 2004. The group has
representation from Business in the Community, the Corporate Responsibility Group, the
Confederation of British Industry and the Trades Union Congress, business schools and 
the voluntary sector, as well as small and large companies. The group’s first meeting was
in September 2003.

How corporate social responsibility is making a difference
There is no shortage of enthusiasm on the part of companies for making a contribution.
Let me set out some of the examples of responsible corporate action that have impressed
me most in the past year – starting with a couple from my own constituency in east
London – examples that I would like to see copied and taken up much more widely around
the country. All of them illustrate how responsible practice, as well as bringing social 
and environmental benefits, has business benefits that are not always anticipated at 
the outset.

The examples are:

• Tesco, Beckton;
• Greenworks, east London;
• National Grid Transco Foundation;
• Accenture Development Partnership;
• Happy Computers, London.

What we need to be looking for – and what these initiatives exemplify – is how we can
make progress on economic, social and environmental imperatives at the same time; how
they can support each other, rather than being in conflict. Corporate social responsibility,
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at its best, entails disparate partners working together, doing so not grudgingly but
enthusiastically, because each can see the collaboration advancing its own key interests
as well as advancing the interests of others.

Tesco, Beckton
In September 2002, Tesco opened a large, new store in my constituency in Beckton. It is
on the site of the old Beckton Gas Works, named after Simon Adam Beck, Chairman of the
Gas Light & Coke Company, when the gasworks opened in 1870, and for many years the
largest gasworks in the world. The site has been disused for decades, other than providing
a realistic set for making the Vietnam war film Full Metal Jacket.

To help recruit staff for the new store, Tesco established – and I launched – what they
called their Beckton Partnership. The idea, building on a successful model developed 
for their Seaforth store on a large estate on the edge of Leeds, was to bring into the 
workforce long-term unemployed people from the area. The partnership involved
Newham Council, Newham College, Jobcentre Plus and others. 

Intensive training was provided to a group of over 100 unemployed people. What is
unique about the approach is that everyone completing the training was guaranteed a job
at the store. I visited the group during the training, and the level of commitment on the
part of the trainees was very impressive. One man visiting my surgery explained that he
was having to get married in London instead of India because he could not afford to 
interrupt his Tesco training! 

In August 2002, I presented certificates to the successful trainees. One was a man who
had not worked for 13 years, following an accident at work. Others were Asian women
who had never worked before – some had never had the confidence even to apply for 
a job. At the ceremony, all of them were rightly proud of what they had achieved and 
appreciative of the effort that had been invested in them. And every one of them had a
job at the store when it opened.

That was over 100 people directly off the unemployment register and into jobs. It was
excellent news for my community. But that was not primarily the reason for Tesco doing
it. Tesco adopted that approach because it had proved to be an effective way to recruit
staff for its stores. In a tight labour market, with unemployment at levels last seen in the
early 1970s, staff coming through the partnership route have been excellent recruits –
more committed, more highly motivated and staying longer in their jobs than people
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recruited by more conventional means. So there is a real business driver for the approach,
alongside the impressive social gains.

Greenworks
Greenworks is a social enterprise with an environmental mission. It won the contract to
dispose of over 2,000 tonnes of furniture that were no longer needed when HSBC moved
8,000 staff from numerous buildings in the City of London to its new, purpose-built world
headquarters at Canary Wharf. Normally, HSBC would have paid to have the furniture
taken away by a commercial contractor and it would have been dumped in a large 
landfill site in Essex. On this occasion, HSBC chose to adopt a more responsible approach,
costing a little more than if the furniture had just been dumped. 

Greenworks is employing a team of formerly unemployed people. They have been recruited
through First Fruits, a church-based employment project. The team is storing and cleaning
the furniture in a large warehouse on the north bank of the Thames, and selling on all but
the least attractive items. Much of it is in excellent condition, and it is being sold at low
prices to charities and other non-profit organisations for their own use. 

HSBC could not afford to risk any delay to its move. Greenworks is a tiny organisation, so
it took some courage on the part of HSBC to adopt this approach. The law firm Lovells
gave its time, without charge, to Greenworks to work out a contract and Greenworks
hopes that, given success with this contract, it will be able to provide the same service to
other major employers moving their operations into Docklands in the years ahead.

This is an example of corporate social responsibility with a very wide range of benefits:
social benefits, in providing employment for unemployed young people and good-quality
equipment for hard-pressed non-profit organisations serving their communities; and
environmental benefits in avoiding the dumping in landfill of many hundreds of tonnes
of furniture. 

But for HSBC, there is a business benefit too, as it is increasingly important to major 
firms that they demonstrate to their customers, to their staff and to others that they 
are behaving in a responsible way. It is worth the company’s while to be a little more 
imaginative and to make a modest financial investment, to pursue its activities in a more
responsible way.
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National Grid Transco Foundation
In 1998, the company that has since become National Grid Transco launched a programme
to train young offenders to become forklift truck drivers in the Thames Valley. The idea
emerged from a visit to Reading Prison as part of a Seeing is Believing programme 
organised by Business in the Community. It reflected a shortage of skilled forklift truck 
drivers around the M4 corridor, caused by the sudden growth of warehousing 
accompanying the internet boom. Of 90 young offenders who have since qualified as
forklift drivers, over 70% have found employment and only five are known to have 
reoffended, compared with an average reoffending rate of 70%. 

Building on this success, the foundation established in 2002 a second partnership with
Reading Prison to train and employ young offenders as gas distribution technicians. 
It aimed to cut reoffending rates and to address a shortage of skilled and semi-skilled
labour in the industry, which was likely to become more acute as a high proportion of 
current employees were approaching retirement. 

Theoretical training takes place in the prison, and practical training at a secure location
provided by the company in Slough. All the trainees have the opportunity to take a 
driving test. The course lasts 13 weeks, and it had been run twice by September 2003, with
15 young offenders and six adults having completed it. 

NGT Foundation is extending this initiative to Rochester, Glen Parva and Wymott prisons.
In his 2003 budget speech, Chancellor Gordon Brown announced that the Home Secretary
and the Minister for Work would work with the Chairman of National Grid Transco, 
Sir John Parker, on ways to roll the project out more widely.

We can all see how big the social benefits will be of people leaving prison and going not
onto the dole but into worthwhile employment – and having the prospect of a decent
future – in many cases, perhaps for the first time in their lives. There are benefits, of
course, for the individuals themselves and for their families, but there are also benefits for
us all, through lower rates of reoffending, which are desperately high at present. 

National Grid Transco will be as pleased as anyone about the social gains from its initiative.
But, of course, that is not the real driver. The real driver is the company’s need to recruit
more engineers and forklift drivers, and the fact that it is finding this an approach 
yielding significant business benefits.
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Accenture Development Partnership
The idea of the Accenture Development Partnership was launched publicly in September
2003. It was originated by Accenture employees and has obtained support from the 
company’s London leadership.

The idea is that consultants with Accenture volunteer to spend six months working 
on half pay, in order to take up assignments not with their usual blue-chip clients 
but, instead, doing the same kind of work on behalf of non-governmental organisations 
working in international development. The normal benefits of regular travel home and 
accommodation in expensive hotels are not available with these projects. The non-
governmental organisations pay at cost, and so may be able to consider using an
Accenture consultancy study that would normally be beyond their price range. The 
projects will be cost neutral to Accenture, which will provide normal project support – the
lost opportunity cost of employing consultants on more profitable work is being offset 
by the gains in employee development and motivation. 

It is a very simple but very powerful idea, and is proving immensely popular with those
who have volunteered to take part. They have the opportunity to carry out rewarding
work to which they feel a strong commitment, and may well have a higher degree of
responsibility on a development project than they otherwise would at that stage in 
their career.

Happy Computers
It is important not to overlook the potential contribution from small companies as well as
large ones. There have been complaints from small companies that they are not being fully
taken into account in the current debate about corporate social responsibility.

Happy Computers is a computer training company with 40 staff. The company aims to
donate the equivalent of 20% of profits (in cash, gifts in kind, and volunteering) to the
community. Henry Stewart, the Managing Director, explains this surprising amount by the
concept of mutual benefit for the company and the community.

For example, the company has a voluntary-day scheme, allowing employees to volunteer
one day a month, fully paid, for a charity of their choice; and a time-bank scheme, under
which 100 person-days are made available. Any employee can apply to draw from the
time-bank for a project that has “mutual benefit”. 
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In one time-bank project, Happy Computers partnered with the Pan African Development,
Education & Advocacy Programme’s IT community training centre in Kampala, Uganda.
The overall aim was sustainable development, not just to provide training but also to 
leave behind a training centre with increased capacity, higher levels of staff skills and 
confidence, and additional training materials. 

Some people would feel that Happy Computers is over the top. But it is a successful 
business. It never has to advertise its vacancies but instead has a database of people 
wanting to come and work for it. Staff turnover is almost nil. 

Corporate social responsibility in the mainstream
All five of these examples demonstrate clear commercial benefits to the businesses
involved, as well as social and environmental benefits to others. One factor in particular
is encouraging businesses to take corporate social responsibility seriously. It is this: Young
people planning to embark on corporate employment today want, of course, to be 
confident that they can look forward to a rewarding career, but, increasingly, they also
want to know that they will be making a contribution to addressing the big challenges
that our society faces. A number of major corporates have told me that the most able
young people, exactly the people they want to recruit, are asking questions about these
issues, and that has been the major business driver for them taking on these responsible
practices. Recruiting the best people is a serious issue for the business, not just a 
luxurious add-on.

Across government, there is a growing recognition of widespread and substantial benefits
from the activities that companies are developing under the corporate social responsibility
banner. It is in our interests to encourage and support the corporate social responsibility
movement – not to smother it with regulatory red tape, nor to try to control it – but
rather to welcome the extent to which companies’ managers see it as being in their 
interests to contribute to goals that in the past have been left to governments. 

Government is committing resources on an unprecedented scale to our priorities in 
education, social inclusion, international development and environmental protection. By
working with the corporate social responsibility movement, we can magnify the impact of
public investment and so enhance further the impact and effectiveness of government
policies. It is an opportunity we need to make the most of.
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What matters is how you work

In appointing a minister with a corporate social responsibility brief, this government made
a clear statement about the priority it attaches to the role of business in its vision of the
good society. In outlining what I consider to be that role, I want to place the government’s
approach to corporate social responsibility in the wider political and economic context,
before highlighting the challenges that we face at an international and a national level.
Such a perspective is integral to understanding the context in which we seek to create
such a good society. 

Indeed, it is perhaps only fitting that I preface any discussion by acknowledging that
recent events have reminded us that these are challenging times for politicians. The events
of 11 September have acutely altered our perception of the world in which we live. Prior
to that terrible event, our sense of modernity was defined largely by globalisation and its
concomitant impact on capitalism and by the pace of technological change. Subsequently,
we have come to reassess predictions of a singular, perpetual world order and instead
recognise the inherently complex nature of our epoch. 

However, while 11 September has been a tragic turning point in our understanding of the
challenges we face, this does not negate the context of the processes of globalisation. 
The transformations in trade, technology, communications and culture that we have 
witnessed in recent years also demand new thinking and new responses from politicians. 

In recent years, the dominating domestic challenge with which policy makers have come
to wrestle in this increasingly globalised economy is whether we can create a fairer society,
as well as a more dynamic market economy. Now, many of us would recognise the old and
familiar political paradigm that depicts a fundamental choice between creating a fairer
society and promoting a dynamic economy. Indeed, a certainty that such a choice has to
be made was all too often the hallmark of political debate in recent decades.

The old left, representing the interests of the state, and the new right, representing the
interests of the market, chose different sides, but both shared a common conviction that
a choice had to be made.

New circumstances call forth new responses. And one of the virtues of the developments
for our politics and our economy is that we have managed to leave behind much of that
sterile debate and replace it with a more constructive dialogue.
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Globalisation demands new responses
Indeed, I would argue that amid the day-to-day events that dominate domestic politics,
it is all too easy to be blind to the scale of the shifts that are taking place, and their effect
on political decision making. The increasingly globalised world in which we live demands,
of course, new responses to the challenge of national and, indeed, international security.
Let me explain my point.

Probably the two most significant turning points in recent geopolitical history were the
fall of the Berlin Wall and the fall of the World Trade Center towers.

Professor Klaus Schwab has argued that the fall of the Berlin Wall was seen as a triumph
of capitalism over communism, which altered the balance decisively in favour of the 
market over the state. The result, he argues, was a decade during which “the emphasis 
on economics over politics led to unreal expectations about the role of business and 
economics in promoting the public good”.

The events of 11 September altered that political argument. Even those on the Right, who
had previously decried government as irrelevant and ineffectual, witnessed its vital role 
in providing emergency services, national security, and economic stability.

So, in my view, we are now leaving behind a familiar but dated political discourse that
asserts that the only role for government is to abolish itself. For the sterile debate of 
those who say: “Government is the enemy” and those who say: “Government alone is the
answer” is steadily less relevant to the challenges that we face at home or abroad.

Such a discourse offers no answer to the international challenges of terrorism, environmental
degradation or Third World debt. And it is all but useless for determining how to lock in
economic stability, rebuild a health service, raise standards in schools or deal with the
threat of crime.

The scale of change in the economic sphere over recent years has been at least as rapid,
and as profound, as the change affecting our politics in the emerging economy. Human
capital is the prime source of wealth creation here in Britain and, indeed, across the 
developed economies. So investment in human capital, including children, is an economic
necessity rather than a social cost to be borne.

And, once a stable economic framework is secured, the way to grow the economy 



effectively is to grow the labour force: literally, by drawing more and more people into
employment; metaphorically, by expanding the capacity and productivity of each person
employed.

It means creating the conditions in which good businesses can flourish:

• a stable macro economy; 
• high levels of education and skills; 
• a world-class science and technology base; 
• 21st-century infrastructure; 
• strong regional economies; 
• a framework of tough procompetition laws; 
• intelligent regulation. 

Each of these policy imperatives is based on a simple but profound insight, that in this
emerging economy the policies that we need for social justice – extending opportunities
across society – are the same policies that we need to create a successful modern economy.

Government intervention vital
Such an understanding of the modern economy does not argue that government has no
role in the market. Indeed, it argues that the appropriate intervention of government, 
be that through setting market frameworks, addressing market failures or incentivising 
certain types of behaviour, is vital to the effectiveness of the modern economy and to the
equity of modern society. That is the broader economic context in which the government’s
approach to corporate social responsibility should be understood.

There is a certain irony in the fact that this new policy agenda has started to emerge at
precisely the point when the legitimacy of the globalised economy is increasingly being
questioned.

The Prime Minister stated recently: “If globalisation works only for the benefit of the few,
then it will fail and will deserve to fail.” And for every writer like Thomas Friedman, 
seeking to understand fully the significance of the unprecedented global flows of goods,
services and capital we are now witnessing, there are others such as George Monbiot and
Naomi Klein who have concluded that the effects of such developments can already 
be condemned.
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Take the protests that have taken place in recent years at Cancun, Barcelona, Gothenburg
and Genoa. The UN Secretary General and Nobel Peace Prize winner Kofi Annan has asked
the question that, I believe, underpins many of these concerns: How can we ensure that
globalisation becomes a positive force for all of the world’s people instead of leaving 
billions of them behind in squalor?

I have no doubt that this question challenges not only companies but also governments
to act. It is not acceptable for a company to make beautiful furniture for the homes of
rich families in the West but leave a devastated forest landscape in Brazil. It is clear
already that businesses have come to understand the very considerable corporate risk
involved in such actions. 

Shell encountered enormous public concern over its activities in Nigeria regarding the
Ogoni people and the death of Ken Saro-Wiwa, as well as over the Brent Spar. Nike and
Gap both suffered as a direct result of conditions that were exposed in the factories run
by some of their subcontractors, and both companies now sponsor an independent 
non-governmental organisation, the Global Workers Alliance, to review their operations. 

Given their scale, it is fair to say that the actions of such multinationals are important not
only for their own bottom line but also for the world in which we live. Of the 100 largest
economies in the world today, 51 are corporations. Indeed, the top 200 corporations have
sales equivalent to a quarter of the world’s total economic activity.

In the past 50 years, no country has lifted itself out of poverty without participating in
the global economy. We will best help the poor not by opting out or by cutting co-
operation across the world but by strengthening that co-operation, modernising our
international rules and reforming the institutions of economic co-operation to meet the
new challenges.

So, as Kofi Annan’s observations reflect, the really challenging question is not whether we
move forward with globalisation but how and to whose benefit. While there are extreme
views that cannot and never should be accommodated, I believe that in the past few years,
within the reasoned debate about globalisation, there has been increasing scope for
agreement about the next steps forward.

Over many decades, the disagreement between pro- and antiglobalisation campaigners
was so fundamental that no meeting of minds would have been possible. But today, many
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people who are wrongly labelled “antiglobalisation campaigners” – and who, rightly, 
campaign for trade on fair terms for developing countries – would also acknowledge:

• the importance of markets;
• the pivotal role of private capital; 
• and, indeed, that while the unfettered power of any vested interest anywhere is 

unacceptable, private companies and private – not just public – investments are 
crucial to making global economic development work in the interests of the excluded.

On such a basis, it is clear that well-directed globalisation is the road to rising prosperity
and social justice on a global scale. This process has four key building blocks.

Four building blocks to global prosperity and justice
The first building block is an improvement in the terms on which the poorest countries
participate in the global economy, and actively increasing their capacity to do so: new rules
of the game in codes and standards to which all countries – rich and poor – can sign up.

The second building block is moving forward the great progress made at Doha by the swift
adoption of an improved trade regime, essential for developing countries’ participation on
fair terms in the world economy. It is in this context that we must continue to advance
this agenda, notwithstanding the disappointment felt at the breakdown of the recent
Cancun meeting. 

The third building block is a substantial transfer of additional resources from the richest
to the poorest countries in the form of investment for development. Here, the focus must
be not on aid to compensate the poor for their poverty, but on investment that builds 
new capacity to compete and addresses the long-term causes of poverty.

The fourth building block is the adoption, by business internationally, of high corporate
standards for engagement as reliable and consistent partners in the development process;
backing up a code of corporate standards with financial support for the creation, in 
developing countries, of investment forums between public and private sectors.

Challenges for government and business
So, on the international stage, there are clearly major challenges for government and 
for business. While few will deny the challenge of building a common view of how 
corporations can make a positive contribution at local, national and international level,
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the debate tends too often to reflect the old political paradigm of which I spoke earlier.

As the writer Simon Zadek has argued, discussion about the contribution of corporate
social responsibility all too often lurches between evangelical optimism that suggests 
it will be a panacea for every problem, to narrow cynicism that doubts that private 
enterprise can ever make a genuine contribution to the common good.

To try to find a way through such divergent views, we must first be clear about what we
mean by corporate citizenship, since it is a developing and often diverse categorisation.
While there is no single definition, I believe that a company pursuing this approach does
three things:

• It recognises that its activities have a wider impact on the society in which it operates. 
• In response, it actively manages the economic, social, environmental and human 

rights impact of its activities across the world.
• It seeks to achieve these benefits by working closely with other groups and 

organisations. 

In turn, this approach to working can bring clear benefits to the businesses concerned, by
reducing risk, by enhancing brand value, by opening doors and creating goodwill, and by
improving its staff efficiency and morale. The economist James Tobin has been one of
many to demonstrate the growing importance of assets such as intellectual capital, skills,
research and development, brands, relationships and reputation in the knowledge economy.

Ironically, the very strength of the business case has led some to be sceptical about 
corporate social responsibility, with critics seeking to condemn it as simply self-serving
publicity or corporate window-dressing. Such criticism misses the point. A more fruitful
approach is to look constructively at the ways in which businesses, government and wider
society can work together on issues of joint concern.

In this regard, government faces two connected but separate challenges in promoting
corporate social responsibility: certainly, to increase the sheer number of businesses
engaged in socially responsible corporate action; but also to deepen that engagement into
something that informs all business activities, instead of simply being an afterthought or
an add-on to the businesses activities. This reflects my own view that corporate social
responsibility should be understood as a journey on which businesses engage, rather than
merely a justification for a business’s activities.
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What, then, has been the response of the government here in the UK? As already stated,
I believe the appointment of a minister with responsibility for corporate social responsibility
signalled the government’s intention to champion corporate social responsibility, both
inside and outside Whitehall. I am honoured to have been able to contribute to that work
during my time in the position, and I pay tribute to the work of both my predecessor, 
Dr Kim Howells MP, and my successor, Stephen Timms MP. 

Given the international context that I have outlined above, I believe it is important to see
the corporate social responsibility agenda not solely as a concern for domestic business
practice, but as something that informs our approach to all aspects of business activity,
both at home and abroad. To that end, we have developed our work on this agenda 
both domestically and internationally. 

So, at a domestic level, the government has:

• published annual reports on corporate social responsibility, and set up an 
associated website; 

• helped to highlight the role that businesses can play in investment in deprived 
communities and in improving adult basic literacy and numeracy skills; 

• reviewed action across government to promote corporate social responsibility and 
identified priority actions for the future. 

In the course of our work on corporate social responsibility as a government, we have
affirmed our view that there is much of which we can be proud within the voluntarist
approach that has developed in Britain, where businesses engage in action to promote the
welfare of the communities in which they operate. 

Indeed, the first audience that I addressed as Minister for Corporate Social Responsibility,
on almost – but not quite – my first day in office, were the finalists for Business in the
Community’s Examples of Excellence awards. The businesses showcased in these awards
give some indications of the breadth and creativity that is already going on in this area.

As these activities evidenced, the corporate social responsibility agenda is moving well
beyond how companies give money away, to central questions of how companies make
money. This development was also apparent at the time of the launch of the FTSE4GOOD
in July 2002. This index aroused considerable debate – and was a shock for some of the
businesses not included. The level of media coverage for this index demonstrated the
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extent to which businesses are increasingly concerned to be able to demonstrate their
impact on society. It is a clear example of an effective, business-led, market-driven 
initiative that is already making a real difference.

A partnership approach
This insight has informed much of the government’s subsequent work in promoting 
corporate social responsibility within the UK and beyond. A clear message from our 
consultation work has been the need to build on the lead on corporate social responsibility
issues that UK businesses have taken, through a partnership approach. With that in mind,
we held a major consultation during the second half of last year to inform the government’s
approach, which demonstrated a uniform agreement that partnership is vital to corporate
social responsibility. 

Internationally, our response to European initiatives on corporate social responsibility has
centred on three insights.

• First, a European approach to corporate social responsibility should maintain 
corporate social responsibility within community policies, engage the private sector
and promote greater transparency in the marketplace.

• Second, European regulation concerning environmental and employment protection 
is already highly developed. Therefore, Europe should focus on identifying good 
practice and improving policy for engaging the private sector in less heavily regulated
areas, such as international development or economic regeneration.

• Third, attempts at standardisation could risk stifling innovation, and a European 
approach should not seek to impose uniformity where there is no market need.

Our response has reflected our view that, particularly given the fast-developing nature of
corporate social responsibility, a prescriptive, overly burdensome, “one size fits all” approach
is impractical, given both the present level of innovation and enduring differences
between businesses.

However, government can do and has done more than simply celebrate the success of
business initiatives in the field of corporate social responsibility.

This July, the government announced its plans for a major piece of legislation that will
reform company law. A wide-ranging piece of legislation designed to make company law
a fairer and more transparent part of business life, it will also help to promote many of
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the principles behind corporate social responsibility. 

For example, there will be measures creating a new corporate vehicle, the community
interest company, to promote the development of social enterprise. In addition, work is
going on to consider the case for a government-supported corporate social responsibility
academy, focusing in particular on promoting skills for successful corporate social 
responsibility.

I hope I have been able to communicate that work is being taken forward at all levels –
whether it is on international initiatives or domestic advances. In conclusion, let me reiterate
that corporate social responsibility has a key place within the government’s view of the
kind of dynamic market economy and the kind of fair society – at home and abroad –
towards which the government is working.

Of course, there are limits to how much can be expected from individual businesses, or
from corporate social responsibility in general, in addressing issues such as enduring
inequalities or environmental degradation. However, those limitations should not 
encourage us to turn away from the opportunities offered. It is by an effective partnership
between government, business and other sectors of society that we can best fulfil the 
real potential of the corporate social responsibility agenda. 

Championing such a partnership is part and parcel of our wider vision of the good 
society; of a society in which the promotion of corporate social responsibility helps to 
fulfill our shared goal of opportunity for all.
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Chapter 4

The modern corporation 
and community 

By David Varney, Chairman of Business in the Community 
and Chairman of mmO2 
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The modern corporation and community

The notion that businesses should help their local communities is embedded deep within
British culture. In the 19th century, in the wake of the Industrial Revolution, forward-
thinking businessmen such as George Cadbury, William Lever and Joseph Rowntree began
to consider, for the first time, the effects of the industrial revolution on the communities
in which their employees lived and worked, and directed some of their business profits
towards improving these employees’ lives. 

Admittedly, that style of philanthropy has gone out of fashion. Today, we tend to think of
it as old-fashioned and paternalistic, akin to throwing money at worthy projects. I am not
sure that that judgment does justice to the Victorian approach. The Victorian reformers
were trailblazers in their time, and they changed the way that private business enterprise
was regarded. Their thinking forms the foundations of our current approach.

Today, we expect corporations to form a deeper level of engagement with their 
communities. Business in the Community was founded on the premise that commercial
enterprises are inescapably linked not just to their employees and shareholders but also to
their broader communities. We know that the need is greater than ever. The gulf between
the haves and the have-nots has grown wider. The quality of our physical environment on
this planet is under constant threat. Corporations have played a major role in creating
these problems, and they have a moral responsibility to help solve them.

A sea change in attitudes 
In recent years, we have undergone a sea change in thinking about the responsibilities of
companies. People expect more from companies, and surveys demonstrate that these
expectations are continually on the rise. Companies now recognise the many benefits 
of corporate investment.

Corporations are expected to perform to a higher standard than ever, which means
engaging in a more direct and meaningful way with their communities. Corporations 
cannot afford to lose the trust of their customers, their employees, their investors, and 
the public at large. Corporate engagement in community and cause-related marketing
increases sales and customer loyalty. Even more importantly, progressive companies now
regard their social investments and policies as intrinsically linked to the core values and
goals of their company. 
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But the relationship between business institutions and society is undergoing yet another
of its periodic shifts, and the rationale for that engagement is enlarging.

A number of developments have propelled us forward:

• corporate scandals and the erosion of public trust;
• the 11 September attacks and ongoing terrorist threats; 
• the war in Iraq and continued instability;
• the dot-com collapse, stock market slump and economic downturn;
• ongoing protests about the dominance of big business and globalisation; 
• the information revolution.

Each of these factors has its own source and history, but today business leaders find 
themselves uneasily situated at the point of convergence. 

For the first time, corporate reputation has become a critical matter for chief executives
and top managers. Traditionally, corporate reputation was determined by a mixture of
price, quality of goods and services, and brand recognition; today, managing a business
means managing intangible factors that cannot be objectively measured. A company’s
chief intangible asset is its reputation – and a key part of that is its reputation for 
responsible engagement with its community.

As John Weiser and Simon Zadek point out in their insightful paper, Conversations 
with Disbelievers, a worldwide study of 25,000 people showed that 56% of respondents 
considered a company’s social responsibility to be important in informing their opinion 
of that company, while only 34% felt that way about business basics. 

A media analysis found that 25% of all IBM news coverage in the USA was related to its
citizenship activities in the community, education and public interest. It is interesting to
note that much of that media coverage had to do with IBM’s technology leadership, which
dovetails with the view held about its goods and services.

Reputational risk
This leads to a new consideration for corporations: reputational risk – the risk of failing 
to manage your reputation and image consistent with the goals and values of your 
enterprise.



As protestors in Seattle, Washington, Johannesburg and all over the world have shown,
participants in today’s global economy open themselves up to scrutiny, judgment – and,
in some cases, attack – when their actions fail to live up to high standards of behaviour.
Those who sit on the boards of multinational companies find themselves under intense
scrutiny from the financial community, shareholders and pressure groups.

What is a company’s reputation worth? You might as well ask: What is the price of 
survival? Companies spend many millions establishing and protecting their reputations
through their brands. Reputations must be safeguarded with the same vigour. Consider
the disappearance of Enron and Arthur Andersen. Why did they disappear so swiftly? 
Not because the courts or politicians pulled them down, but because of public outrage
and social sanctions.

This poses new challenges for corporate leadership. Managing relations with your 
community is not the same as managing inventory. The measurement tools are different;
the proof of accomplishment is no longer the bottom line. A company that is successfully
managing its social relations can see results in customer satisfaction with products, and
in employees’ positive identification with the corporate image. Corporate involvement in
the community improves recruitment and retention. In our knowledge-driven economy,
companies compete on their ability to attract bright, intelligent and creative staff. These
employees do not want to work for companies with poor reputations. 

I will share a couple of examples from the company I know best – mmO2, a UK-based provider
of mobile communications across Europe, with 18 million customers in Britain, Germany
and Ireland. We are only two years old and we operate in a new and fast-paced market,
with little precedent to fall back on. We find ourselves experiencing a communications
revolution not unlike the Industrial Revolution in its sweep and its potential for social
transformation. We face enormous challenges, for which there are often no easy answers.

An example: mobile phones and gorillas
My first example concerns the debate over a substance known as columbite-tantalite,
“coltan” for short, a metallic ore that plays a vital role in nearly all the mobile phones 
sold today. When refined into a substance called tantalum, coltan is used to make tiny 
capacitors that are capable of withstanding the intense heat generated in small electronic
devices. Because of that, the price of coltan has skyrocketed in recent years from $30 a
pound to more than $350 a pound.
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Coltan is mined in two places in the world – in Australia, and in the western regions of
the Democratic Republic of Congo, where civil war and anarchy reign. Since 1999, more
than 10,000 civilians have died and 200,000 have been displaced because of the
Congolese skirmishes, fought in part over strategic mineral rights. The profits from the
exportation of coltan have fuelled the civil war. 

To make matters worse, the Congo’s lowland forests are being overrun by miners and by
the rebels, who are destroying the habitat of endangered gorillas. The Dian Fossey Gorilla
Fund, established to protect the endangered gorillas, has launched a £1 million campaign
to combat the impact of coltan mining in eastern Congo.

We recognise that it is a complex situation. The problem is not coltan, but illegal coltan.
Banning African imports – or even finding a substitute – would not solve the problem,
since the likely result would be to wipe out an entire, legal industry in Australia and in
other parts of Congo, one that has been sustaining companies and communities for years.

A preferable course would be to buy coltan from approved sources, but that is not so 
simple, either. Mobile phone manufacturers buy capacitors from different manufacturers,
who buy their raw materials from intermediaries, and it is not always easy to trace the
source of the raw materials. This gives rise to a larger question: How much responsibility
does a phone company bear for all the contents in its product?

Jon Agar, a science and technology writer, writes in his book Constant Touch: a Global
History of the Mobile Phone, that one day, when he wanted to know what was inside his
Siemens S8 mobile phone, he took a hammer and smashed it to pieces. He discovered that
it was not just batteries, chips, an aerial and an LCD. What he found was myriad tiny parts,
constructed of different materials. In fact, there are about a thousand parts in an average
mobile phone (although that number is dropping all the time).

Aside from the tangible materials, there are non-material components that go into the
asset which are not visible: base stations, telephone wire networks, databases, customer
service contracts, spectrum space and – last but not least – the steady stream of new ideas
that gives the industry its forward propulsion.

As Agar points out, to construct just one mobile phone requires assets and material 
from around the globe – tantalum from Australia or Congo, nickel from South America, 
microprocessing chips and circuitry from North America, plastic casings and liquid in the
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LCD from petroleum products, moulded into shape in Taiwan. The assembly takes place 
in factories around the world. 

Where are the decisions made? Where are the ideas generated? In corporate headquarters:
Toshiba and Matsushita in Japan, Siemens in Germany, Alcatel in France, Samsung in
Korea, Motorola in the USA, Ericsson in Sweden, and Nokia in France. A mobile phone is
truly an international product – how can a company be responsible for all that?

Remember, mmO2 does not manufacture mobile phones. We provide the network on
which the phones operate, and we sell the phones through our outlets on the high street.
We are a large company, but are we large enough to have meaningful leverage over the
manufacturers of the handsets? Probably not. 

To address the coltan issue, mmO2 chose a proactive approach. We wanted to know what
our customers thought, even though none had so far complained about it. We conducted a
poll, with results that were paradoxical:

• Fully 100% of our customers were ignorant about the issue. Most had never 
even heard of coltan.

• They believed it was our job to inform them about the controversy. They expected 
us to be forthcoming with all the relevant information.

• Overwhelmingly, they said that their decision about which phone to buy would not 
be influenced by the coltan controversy. In other words, they would continue to 
buy mobile phones just as they did before, based on price and features.

On the one hand, our customers say that they want to know about the controversy; 
yet, on the other hand, they do not seem to care – at least, not enough to influence their 
purchasing decisions. Presumably, they will continue to buy our products regardless of 
our sourcing policy, at least for the present.

Perhaps one explanation is that the public has not seen enough grisly photos of gorillas.
Perhaps a better protest campaign would raise the level of outrage. Another explanation
is that our customers have very high standards for how they think the company ought to
behave – higher even than the standards to which they hold themselves. They expect more
of us than they expect from themselves.

This presents a challenge: Who are our stakeholders in this situation? To whom do we owe
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allegiance? If the company sources alternatives to coltan and sells only coltan-free
phones, we would seriously compromise our business proposition and seriously undermine
our commitment to our other stakeholders: our shareholders and employees. Yet, we also
have a commitment to the environment and to the gorillas.

For now, the corporate decision is to return to the manufacturers of the handsets and ask
what they are planning to do. It is a small beginning, but letting them know that we are
concerned is the first step in what we hope will become a meaningful ongoing dialogue.

Another example: adult content
My second example today concerns what has become known as adult content. For some
people it is precisely that – content for consumption by adults only – but others simply
call it pornography.

Like other communications media, mobile telephony has the potential for all kinds of
diverse uses, including abuse. Consider the experience of the internet, where 60% of the
images transmitted today are classified as having adult content. With mobile technology,
it is now possible to send and receive adult content material across the handset, including
text, images, and full motion video. 

It is important to recognise that we are not talking about illegal material. That type of
material will not knowingly be transmitted on our, or any other, mobile network. What we
are concerned with is legal material. It is not the company’s job to legislate morality. The
company’s obligation is to remain within the law and, beyond that, regardless of anyone’s
personal preferences, the company recognises that adult content is an inevitable part of
our business. Of course, we could theoretically take a corporate decision and choose to
ban all such material on our networks – Wal-Mart has recently made a similar move with
adult content magazines – but the commercial repercussions would be severe. That could
also be called censorship.

Yet, as a company that is committed to social responsibility, one of our main concerns is
the protection of minors, the most vulnerable members of our society. A mobile phone is
not like a television, which can be monitored by adults. Children carry them around all day
without parental supervision. Many people would like to be able to buy their children a
mobile phone and be assured that those children would never receive a sexually explicit
text message or image.
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At the moment, we are working on that type of solution, but it requires a considerable
investment in technology. We have to develop and put into place a complex system of 
rating schemes, filters, and bars to keep out the unwanted material. Partly, the answer also
lies with appropriate education. The company has a responsibility to instruct its customers
to use those tools so that they can control the content that they and their children
receive. 

At this point, most of the public is still unaware of the potential for adult content in our
industry, but that is about to change. At mmO2, we are looking to develop an educational
programme that will explain the new technology. It is our intention to do this before it
becomes a public issue, because we believe that it is our corporate responsibility to 
protect minors, and to help our customers to make informed choices.

Early, responsible action can avoid intervention
On both of these issues – coltan and adult content – mmO2 is taking proactive steps. The
company is grappling with problems that have significant social impact, as well as the
potential for considerable impact on our corporate image, before there is widespread 
public concern, before they become a problem, and before there is regulatory intervention.
We do not believe that these issues are better off decided in Whitehall, or Brussels, or
Washington. 

With their characteristic optimism, the Victorians genuinely thought that they could 
sally forth and fix the world. Today, our aspirations are more realistic. We recognise that 
companies cannot provide a corrective for all the social maladies that beset us. The 
business sector does not have all the solutions, but we do have the creative capacity to
serve as the catalyst for social change. The corporation’s ability to mobilise its human and
capital resources, within and across geopolitical boundaries, remains our best defence.
Meeting the expectations of our various stakeholders will remain our abiding challenge
and commitment.
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Growing the Scottish economy
responsibly and sustainably 

By John McTernan, Commentator and Analyst 
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Growing the Scottish economy responsibly and sustainably

One of the boldest ambitions of the Scottish parliament was to build on the huge public
goodwill that greeted its establishment and to create a new model of politics. In place of
traditional polarised and sterile debates, the maturity of the debate within civic Scotland
about the constitutional settlement would provide the foundations for a genuinely 
inclusive conversation about the key challenges facing the country. 

A consensus on overall strategy
Central to this aspiration was a widespread understanding of the need to raise the level
of the national debate about the economy, which, particularly in the parliament, is still
extraordinarily basic. The Scottish executive has created a consensus – across government
and business – that future prosperity rests on becoming, in the memorable coinage of 
former Minister for Enterprise Wendy Alexander, a “smart, successful Scotland”. With this
as the accepted focus, there are important arguments – indeed, disagreements – about
tactics, but not about overall strategy.

Unfortunately, the debate within the Scottish parliament does not always reflect this
sense of an achieved consensus. For a number of members of the Scottish parliament,
there is still a fundamental opposition between what is good for business and what is
good for society as a whole. In place of the complex relationship between businesses,
shareholders, consumers and communities, there is – in the minds of some MSPs – a far
cruder one, in which profit is a cunning trick pulled off by businesses getting one over on
consumers. This has, at times, proved quite disabling for the parliament – cutting off 
the possibility of some fruitful discussions. And it is particularly regrettable, given the 
complexity of the questions about growth, globalisation, sustainability and the other key
issues with which Scotland, like other European economies, has to grapple. 

Disharmony between parliament and business
In an attempt to drill deeper into the difficulty that the parliament has had in establishing
a genuine dialogue with Scottish business, David McCrone, of the Institute of Governance
at Edinburgh University, and Alice Brown, now Parliamentary Ombudsman, have produced
a fascinating study of business and the Scottish parliament, which illuminates the key
questions. 

McCrone and Brown conducted pioneering research on business-parliament relations in
1999, before the institution was up and running. Now they have been able to revisit the
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issues and interview key players in business, politics and the civil service, to reflect on
what we have learned from the first four years of Holyrood. Some of what they report will
come as a bitter disappointment to those who had the highest hopes for the parliament.
One senior executive expresses the views of many, in saying: “We did not expect much,
and our expectations have not been disappointed.” 

More telling, and more constructive, is the general observation of many businesses that
Holyrood has spent far more time talking about distributing wealth than it has devoted
to discussions of how to create wealth in the first place. The report diagnoses the lack 
of a shared language as a critical failure – with politicians and business people failing to
connect, because they cannot properly understand what the others are saying or why. 

For all that politicians and business leaders would describe in similar ways the beneficial
outcomes of what they do – in terms of practical outcomes for individuals, communities
and the country – there is a substantial amount of argument starting from very different
premises. Both sides feel that, at times, the other has a naive or uninformed view of the
complexities of the situation. But there is another crucial strand of opinion that is well
expressed by a senior executive quoted in the report: 

We need to need to know what our [business] objective function is in Scotland. It is not
about maximising GDP. It is about social justice and efficiency in order to make the 
economy work as well as it can. Efficiency, equity, environment: work out how important
these are, and work out your economic policy to achieve these.

This offers a useful counterbalance to the unsettling, if accurate, depiction of some of the
problems faced by anyone interested in creating a real dialogue between politics and 
business in Scotland. McCrone and Brown build on this and set out some useful practical
proposals for bridging the divide. First, they argue for a regular forum to be established,
which could be based on a “broad alliance of social and economic interests in pursuit of
economic growth and prosperity”. This, they believe, could have an annual or biennial 
symposium. 

One opposition MSP – Alex Neil – has already been arguing for something similar. He has
proposed a Holyrood conference on small business, based on the model of the successful
White House conferences on small business run by Presidents Carter, Bush and Clinton. 

As importantly, he is a key mover – together with Tory MSP Murdo Fraser, Liberal Democrat



George Lyon and leading Labour backbencher Wendy Alexander – in creating a cross-party
initiative to establish an all-party group on the economy. To underline the non-partisan
nature of their approach, they will share the chairing of the group and seek a programme
of engagement with leaders from the business and academic communities. 

Looking abroad for creative solutions 
Some of the most interesting thinking in Scotland about creative solutions to deep-seated
problems has been based on looking intently at how other small European countries have
tackled issues. One example that has, rightly, stimulated a lot of thought is Finland. For
Finns, the fall of the Berlin Wall was a national economic crisis – the collapse of the
Eastern Bloc robbed Finland of 20% of its GDP and led to unemployment of about 20%.
In the face of this, all the political parties decided to work together, putting the future
prosperity of Finland above petty, party-political positions. 

Among the institutions that the Finnish parliament established was a committee for the
future, which draws together members of parliament from all parties. Ask any of them
how they are able to work so productively with MPs from widely differing backgrounds –
ranging from liberals through social democrats to greens – and the answer, to them, 
is blindingly obvious: they work together for Finland. In this, they draw on the talents 
of all Finns: they have a forum of the experienced and the wise – people who have 
distinguished themselves in their working lives; and this is supplemented by an internet
forum of young makers of the future. Parliamentarians are able to draw on the energy,
insight and experience of all ages in facing up to the challenges of the future.

Putting something back
The second substantial recommendation arising from the report produced by David
McCrone and Alice Brown is that there should be much more discussion of corporate
social responsibility in Scotland. There are signs that this is a debate whose time has come.
As David Dowds, Chair of the Scottish Council for Development & Industry, said in the
council’s annual report for 2001/02:

Corporate social responsibility will exert a growing influence on business practices.
Consumers, employees and investors are increasingly demanding higher social, ethical
and environmental performance from business. This trend should not be a threat to
Scottish business – a more consensual approach has always been a Scottish feature.
“Putting something back” is a common motivation among the business community.
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Major Scottish companies such as Scottish Power demonstrate this in practice. For the
past seven years, the company has been reporting on its environmental performance, 
and, for the past five years, on community activities. Responding to feedback from stake-
holders, the company has now merged these into a combined environment and social
impact report. As an example of how this commitment to environmental and community
outcomes is embedded in the company’s work, Dominic Fry, Group Director of Corporate
Communications, cites its response to storms that left 230,000 customers without 
electricity for seven days in 1998, and 92,000 without power for two days in 2002: 

Our RuralCare programme cleared trees for 4,000km of power lines and protected the
supply to 800,000 homes. While doing so, the tree-felling programme was combined with
local partnerships, including native woodland regeneration and local grants, to enhance
biodiversity.

Although the Scottish executive’s Partnership Agreement 2003 – the programme agreed
jointly by the coalition parties of Scottish Labour and the Scottish Liberal Democrats –
contains no reference to corporate social responsibility, Minister for Enterprise Jim
Wallace formally has lead responsibility for corporate social responsibility in the Cabinet.
He has made it clear that he believes that the executive is setting a lead in this area, and
will support efforts among businesses. 

Building a legacy
So, there is evidence that business and politics in Scotland do not yet have the mature
dialogue that was anticipated in the late 1990s, when the Scottish parliament was being
set up. Yet, there are common concerns and a sense that something of substance can –
and needs to – be done. What is the best way to build on this shared understanding to
create a partnership that leaves a real legacy?

It is, perhaps, useful to learn from Scotland’s past. One of its greatest sons in terms of
business success is Andrew Carnegie, who became the richest man in the world – worth
$100 billion in today’s money – but whose wealth was forged in Pittsburgh’s steel 
industries, which were described by Carnegie’s own brother Tom as “hell – with the lid
taken off”. Carnegie also became the most important philanthropist in Scottish history,
coining the aphorism that “to die rich is to die disgraced”. 

A man of powerful contradictions, his greatest insight as a donor was to identify that
what was needed was investment in the infrastructure of the 20th century. He identified
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that education would be the liberation of working people and their families and that 
they therefore needed free, unmetered access to the raw material of knowledge – books. 
The network of Carnegie libraries provided this across the nation. Then, for those 
who could go further, it was necessary to open up access to the institutions of higher 
education, previously the preserve of the few.

In our time, this inheritance has been built on, with libraries now linked to the global riches
of information through the internet and with an expansion of access to universities
beyond anything imagined in the 1910s and 1920s.

The challenge for businesses – and for individual business leaders – in modern Scotland is
to identify the modern equivalent of Carnegie’s critical investments. If this is done, then
individuals and corporations alike can provide the support needed so that all in Scotland
can play their part, at work and in society more broadly. 

For those with children, childcare is as essential a part of infrastructure as the roads 
or rails on which they travel to work. There is a co-ordinated national framework for 
developing childcare, but it would be nothing without the individual local projects. One of
the best, which started in Paisley but has expanded into Ayr and Glasgow, is Stepping
Stones. Its model is simple but hugely effective. It takes lone parents as clients, providing
childcare and giving advice on training and benefits for working parents. When those lone
parents have gained in knowledge and confidence, the project takes them on to work with
further lone parent clients, and each new group takes a further step into work. A positive
cycle of support and reinforcement, this is a model for empowering.

Information on rights and services is crucial for many households but it is not equally
accessible across our nation, particularly for geographically remote areas. Citizen’s Advice
Scotland has recognised this and has embarked on an innovative attempt to provide 
universal access to high-quality advice. Citizen’s Advice Direct will offer anyone in 
Scotland access by phone – through one number – to staff who will be able to provide
advice and information by using the authoritative Citizen’s Advice Scotland database.
Using old and new technologies working together, this voluntary project – supported by
private and public money – is also a partnership to underpin citizens’ rights.

One of our greatest challenges in the new century is ensuring the highest possible levels
of civic participation. No one can feel sanguine about the turn-out in most elections for
the Scottish parliament. When fewer than half the electorate votes – and a much lower
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proportion of younger people get involved – then new forms of engagement are needed.
In the early years of the new parliament, the Scottish Council for Voluntary Organisations
piloted a scheme to connect politicians directly to the public, using the internet. Called
com.com/holyrood, this scheme was a huge success and now waits for funding to be
rolled out.

These three initiatives, building the new infrastructure that is required to provide 
opportunities for all – childcare, information and involvement – could provide the 
necessary focus for business and parliament in Scotland to work together to create a 
society in which individuals and communities prosper, as business grows. 

T H E S M I T H I N S T I T U T E

61



T H E S M I T H I N S T I T U T E

62



T H E S M I T H I N S T I T U T E

63

Chapter 6

A case study of corporate social
responsibility in action: 
the theory and the reality 

By John McFall MP, Chair, Treasury Select Committee



64

T H E S M I T H I N S T I T U T E

A case study of corporate social responsibility in action: 
the theory and the reality

In recent years, there has been much debate about the possibilities and limitations of 
corporate social responsibility. There are many definitions and shades of interpretation,
but the core concept involves an acceptance that, in the modern world, the profit motive
cannot be the sole criterion for measuring the success of a business. 

That is not to say that the role of profit as a driver in promoting growth and increasing
productivity should be downplayed. Rather, the concept imposes further obligations on
business in addition to that of maximising shareholder value. It requires organisations to
accept that they have wider obligations to the community and reflect societal concerns in
their working practices. It demands that companies acknowledge the wider socio-economic
context within which they operate: the need to respect human rights, their obligations as
employers and their responsibility not to damage the environment in which they operate. 

Although regulatory regimes vary greatly across the world, few firms have the luxury of
operating without constraint. Governments of whatever hue usually insist on minimum
standards within which firms must operate. But corporate responsibility demands more of
the business community. It asks that they go beyond mere compliance and willingly
embrace their moral obligations to the wider community. 

Why is corporate social responsibility becoming such a hot issue? Well, it has been a long
time in the making. The phenomenon of globalisation, facilitated by the revolution in
information technology, has been a major influence. There has been a rapid and recent
intensification of international trade and investment, to the extent that distinct national
economies appear to be dissolving into a global economy shaped by world market forces. 

Capital is no longer static. Today, manufacturing can be undertaken almost anywhere 
in the world. This has led companies to relocate production in accordance with the 
availability of favourable tax breaks and government grants, creating a situation where
states compete with one another for business investment. As a consequence, shareholders
have been faced with questions regarding the morality of companies deserting workers in
their own communities in the search for higher profits and greater productivity. This
debate has made them more aware of the sometimes unsatisfactory conditions that 
pertain in the markets they are entering and present them with uncomfortable moral
dilemmas. 
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Faced with such developments, the trade union movement has frequently raised with
business leaders and governments its concerns about businesses operating in a global
context, driven entirely by the profit motive and untrammelled by a sense of responsibility
to anyone other than its shareholders.

In addition, consumers increasingly play a major role in questioning the moral context
within which organisations operate. The consumer boycott campaigns directed at apartheid
South Africa, Israel and Nicaragua were the forerunners of a much wider movement
focusing on many aspects of corporate activity. Other campaigns demanded more 
responsibility from businesses towards the environment, raising concerns about damage
to the ozone layer, the rapid deterioration of the rainforest and the effects of commercial
operations on the viability of many species of animals. 

In recent years, the focus has become more refined and any major firm can find its 
performance questioned on a host of issues. These can range from the impact of its 
operations on the environment to its procurement policies, employment practices and 
its response to human rights issues. Increasingly, businesses are being required by their 
shareholders and society to explain what they are doing on all these fronts.

Doubts and questions
Those who lack faith in the concept of corporate social responsibility have no shortage of
questions. What are the limits to what it can achieve? How far should a company be
required to go down the supply chain to ensure the moral rectitude of all of those with
whom it does business? Just how much should an organisation be expected to do to improve
employment conditions and raise environmental standards in the foreign markets it enters?
Can we realistically expect businesses to do much to put right the wrongs of the world, 
eliminate the inequalities in society and protect the physical environment, while at the same
time trying to make a profit for shareholders, which is presumably their core obligation?

There are those who take the view that in the business world, the profit motive is inevitably
at odds with principle, give or take a few charitable works here and there. The concept of
corporate responsibility rejects that view. It is more in sympathy with Amartya Sen, who said:

While capitalism is often seen as an arrangement that works only on the basis of the
greed of everyone, the efficient working of the capitalist economy is, in fact, dependent
on powerful systems of values and norms. Indeed, to say capitalism is nothing more than
a system based on a conglomeration of greedy behaviour is to underestimate vastly the



ethics of capitalism, which have richly contributed to its redoubtable achievements.

These sentiments argue for a view of capitalism that is not solely concerned with the 
profit motive, but concerned with primary values that are a means to achieving social 
justice. It is a view that states that business has to see the interconnections between 
societal, political and economic processes. 

The concept of corporate responsibility is underpinned by the idea that profit and morality
are not incompatible. Advocates argue that accepting social responsibility and recognising
moral imperatives can actually benefit the organisation. By following a socially responsible
path, brand value can be built and customer loyalty fostered. Those working for the 
organisation are more likely to be productive and labour turnover less volatile if employees
feel they are contributing to an organisation worthy of respect. Investment necessary to
sustain the company over the longer term is likely to be easier to obtain. 

In May 2003, the Department of Trade & Industry’s Forum for the Future reported that 
“a business with strong corporate social responsibility will often be more successful in
generating economic value added, for reasons rooted in business strategy”. In this paradigm,
social responsibility activities have to be based on a genuine business strategy.

Should the adoption of a policy of corporate social responsibility be entirely voluntary, or
should there be a strong element of compulsion? Almost all enterprises take the view that
a voluntary basis is the only sensible approach, since compulsion would be likely to stifle
creativity and innovation. On the other hand, trade unions and civil society organisations
stress that voluntary initiatives are insufficient to protect workers’ and citizens’ rights. 
In their opinion, a legislative framework establishing minimum standards is required.
These groups doubt whether the noble ambitions embedded in the corporate social
responsibility philosophy can ever be realised by a purely voluntary approach. 

This is an age-old argument between capital on one hand and labour and civil society on
the other, which reflects their respective philosophies. What is certain is that governments
can play a major part in promoting corporate responsibility by working in partnership with
all those who have an interest in promoting best practice and ensuring its dissemination
throughout the business world.

Enlightened chief executives are likely to be aware of the benefits of adopting a policy of
corporate social responsibility. However, in large organisations the successful implemen-
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tation of such a policy will often rest on middle management. It is they who have contact
with the communities in which the firm operates and are familiar with its aspirations and
needs. Local managers are usually the first to be aware of initiatives that could benefit
from support from the organisation. They are also the gatekeepers. Whether or not such
initiatives get beyond first base to the relatively rarefied world of the boardroom might
depend on whether or not a manager on the ground is familiar with and committed to
the concept of corporate responsibility. 

If managers in direct contact with a local community adopt the view that their function
is to keep an eye on costs, increase productivity and deal with labour problems, corporate
social responsibility will remain an ideal rather than an essential part of how the organi-
sation works. If it is to be successful, a policy of social responsibility must be rooted in the
company at every level. Information about what the policy actually means and how it can
be implemented must be disseminated throughout the organisation. The implementation
of the policy should be monitored and ideas sought from every level as to how best to
implement it. Otherwise, corporate responsibility will simply be the substance of seminars
visited by top management and statements that look impressive in company brochures.

The practice
My own experience of corporate social responsibility in action started when drinks giant
Diageo announced in 1998 the closure of its bottling plant in my constituency, entailing
the loss of 472 jobs. The J&B bottling plant had been one of the major employers in an
area that had one of the highest unemployment rates in Scotland. A high proportion 
of the employees lived in the vicinity of the plant. In addition, most of the staff were 
poorly equipped to compete in the labour market. 

Just under half the employees were manual workers with few skills and no qualifications
of any kind. Many of them had been employed at J&B since leaving school and had no
other experience of work. In some cases, whole families worked at the plant and were
faced with the disastrous situation of losing the entire household’s income. Employment
prospects in the area were made all the more gloomy by the impact the closure would
have on the local economy. Local supply companies and service businesses would also
have to make people redundant.

Ken Robertson, Diageo’s Scottish Public Affairs Director, came to see me shortly before 
the decision was to be announced. I requested immediate discussions with Diageo 
management at the highest level to ensure that all possible steps would be taken and
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resources made available to limit the impact of the closure on the workforce and the 
community. Diageo’s claim to be a company that valued its reputation for corporate 
citizenship was about to be tested. 

Six days after the closure announcement, I set up a task force to deal with the conse-
quences of the closure. From the beginning, Diageo was a willing partner and the task
force proved to be an important vehicle for the company to discharge its corporate social
responsibilities. Its existence was a signal to the local community that the company was
not simply going to put a padlock on the plant gate and walk away.

The task force brought together all the agencies and parties with an interest in the 
economic welfare of the community. I chaired the committee, which included Jackie
Baillie MSP, members and officials from West Dunbartonshire Council, senior executives
from Scottish Enterprise Dunbartonshire, J&B local management and trade union 
representatives. A crucial decision was taken by Diageo to delay the closure of the plant
for two years. This gave breathing space to the task force to fulfil its objectives. The time
would also be used to develop a more ambitious project. 

The involvement of the trade union conveners was essential for the credibility of the task
force. They represented not only the workforce but also, to an extent, the wider community.
They ensured that the forum remained focused on the impact of the closure on employees
and their needs. During the two years of the task force’s existence, they contributed many
worthwhile proposals that were taken forward and successfully implemented, including a
bursary scheme with an endowment of £200,000 from Diageo for ex-J&B employees and
their dependants. Their positive approach made a very difficult management/employee
situation much easier and output of the plant in its final year was the highest ever recorded,
an indication that Diageo was seen by the workforce to be serious about discharging its
corporate responsibility. 

A comprehensive programme was developed to help employees find alternative employment.
Training was arranged towards the Scottish Vocational Qualification certificate, the National
Certificate, the Higher National Certificate and degree qualification. Some 190 staff achieved
SVQ accreditation certificates. For most, this was their first qualification of any kind and
helped them to realise that they possessed skills and abilities that were valuable to employers.

When the plant finally closed, only 80 of the workforce had failed to find other forms of
employment. Other employees had accepted early retirement packages voluntarily. Diageo
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had confirmed its reputation as an organisation committed to good corporate citizenship
by going well beyond the minimum required of it in these circumstances. It had never
refused a request from the task force or questioned the cost of what was proposed. 

However, I was acutely aware that at the end of the day my constituency was going to
lose 450 jobs and my thoughts turned to what could be done to replace these. During my
time as a minister in the Northern Ireland Office, I had acquired knowledge of areas with
a similar profile to Dumbarton that had suffered from the loss of a major employer and
had managed to regenerate the local economy. I asked Diageo to finance a visit to three
towns in the Republic of Ireland that had been particularly successful, to see what we
could learn from them. 

In November 1998, a delegation comprising task force members and representatives from
the local community visited Tullamore and Mullingar, both in the Irish Midlands, and
Tallaght, near Dublin. In each instance, a key ingredient in the successful regeneration of
the local economy had been the degree of co-operation between local agencies and
politicians, the lack of demarcation lines between agencies and a willingness to be 
proactive and ambitious in their aims. Following the trip to Ireland, I proposed a visit 
to Enterprise, a redevelopment project specialist based in Preston. Diageo financed this 
fact-finding expedition. 

The company was now actively engaging with the Dumbarton community, local agencies
and politicians in a search to replace the jobs that would be lost 18 months ahead. This
was well beyond any legal requirement of a firm in its position and a clear indication that
it was serious about its social responsibility.

As a result of these trips, a proposal emerged from the task force for a public-private 
partnership solution to the problems created by the closure of the J&B plant. This involved
a partnership between Diageo, West Dunbartonshire Council and Scottish Enterprise
Dunbartonshire. The plan envisaged the creation of a development company, to be called
Strathleven Regeneration Company. It was proposed that the J&B site and Diageo land to
the north of the A82, together with landholdings of West Dunbartonshire Council and
Scottish Enterprise Dunbartonshire, would be transferred to Strathleven Regeneration
Company. The development company would also share in the profits of a housing 
development on the site. The new company was formally set up in April 2000 as the 
successor to the task force. Diageo made a donation of more than half a million pounds
to the development company to assist it with its aims.
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The over-arching objective of Strathleven Regeneration Company is to achieve redevelopment
of not only the J&B site, but also adjacent land to the north of the A82. Diageo had given
poor access as a major reason for the closure of the J&B site. This new partnership would
make possible the installation of a roundabout on the A82 that would not only make the
J&B site more sellable to incoming business, but would open up the north side of the area
for roadside services and business development space, creating a significant number of
new jobs. The development company is optimistic that it can replace all of the jobs lost
from the plant closure and create many more. 

Thanks to Diageo’s commitment to corporate citizenship, we are on the verge of creating
something very significant through this unique partnership. At the press conference in
April 2004, at which we unveiled our ambitious plans for the redevelopment of the north
end of Dumbarton, Ken Robertson said: “What’s happening in Strathleven is in line with
our company’s corporate citizenship policy. It has given us the opportunity to translate
this policy to substance in a meaningful way to the benefit of the people of Dumbarton.”
This was not an outcome that could have been foreseen in the dark days six years before,
when the plant closure was announced. 

Problems along the way
The journey from that point to the creation of a fully functioning Strathleven
Regeneration Company was not without its problems. Three-way negotiations between
our initial choice for project developer, Diageo and the development company were 
complicated and protracted, although the commitment to the project from Ken Robertson
was never in doubt. The willingness of the Diageo board to embrace this unusual 
partnership, despite the financial implications, was unambiguous. All seemed set fair 
for a swift transition from concept to reality. 

But the path was far from smooth. The detailed negotiations over land transfers and 
legacies to the Dumbarton community and the financing of all of the processes leading
up to the deal being struck involved senior management from Diageo. However, the board
was unaware of the detail of these discussions. Time and again, negotiations appeared to
make progress, only to stall. The sticking points were always related to the Diageo team
trying, in line with their normal professional practice, to get the best commercial deal for
the company. It proved difficult for Strathleven Regeneration Company negotiators to
impress upon them that this was a different kind of transaction, involving the concept 
of corporate social responsibility.
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It is entirely understandable that managers with budgets to protect might take the view
that Diageo was in the drinks business and that involvement in projects such as this was
a distraction from core objectives and a drain on resources. Time and again, I had to make
direct approaches to board level to keep the whole project afloat, as our project development
partner appeared to be on the verge of pulling out because of the lack of progress.

And that is exactly what happened. The first developer opted out, after investing a 
considerable amount of time in discussions, because it lacked confidence that a deal 
suitable to all parties could be reached.

The departure of the developer was a considerable blow. We had to start at the beginning
in our search for a new partner. This caused considerable delay and put a question mark
against the whole enterprise. Eventually a new development partner emerged and we
started all over again, only to see the process repeated. Once again, I found myself 
having to make representations to management at the very highest level, at times 
on a daily basis, to complain about blockages in the negotiations. Assurances were 
readily given, only for problems to emerge weeks later from the negotiating sessions.
Almost four years from the setting up of Strathleven Regeneration Company, the deal is
now finalised and we are in a position to submit detailed plans to the local authority 
for the regeneration of the area. 

The lessons
I have learned a few things about corporate social responsibility through my involvement
in this process over the last few years. It has taught me that there are firms like Diageo
that are prepared to pay more than lip service to social responsibility. Diageo went well
beyond what was required of it in the level of support it gave to employees in an attempt
to find alternative employment. The training and help with seeking employment provided
was not pulled off the shelf, but was shaped through the process of involvement with the
local community, the workforce, unions, local politicians, the council and other agencies.

By living up to its proclaimed commitment to corporate citizenship, Diageo reaped a 
number of benefits. Given the strength of feeling among employees and the sense of
betrayal in the community at the time of the closure announcement, the firm could have
expected a considerable period of unrest in the run-up to its departure from Dumbarton.
Instead it had two years during which relationships were relatively harmonious, with the
workforce working alongside the company to find the best possible solutions for the 
problems caused by the closure. 
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The company has also learned from its experience in Dumbarton lessons that it can apply
should similar circumstances occur in other areas. And when board members and senior
management talk in public forums of their policy of social responsibility, they have 
something of very real substance to point to as evidence that they mean what they say. 

However, the primary lesson I have learned from the experience is that if the concept of
corporate social responsibility is not embedded in the fabric of a company at every level,
the company may not prosper. Especially in large organisations, it will be managers at
lower levels of responsibility who will be charged with implementing the policy. If they 
are not fully committed to the concept, or regard it as an add-on to the real business of
the organisation and therefore expendable, they have the power to frustrate the most
noble intentions. In the end, it is the board’s responsibility to ensure that everyone in the
company is knowledgeable about what corporate social responsibility means and is 
signed up to it.

Diageo’s commitment to corporate citizenship is now very likely to make a substantial 
difference to the prosperity of the Dumbarton community in the coming years. A phoenix
risen from the ashes? Well, at least a very substantial achievement.
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