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Preface

Given Singapore’s status as an economic powerhouse in the Asian region, it might
be reasonable to assume that the level of Corporate Social Responsibility (CSR)
activity would be proportionate. However, in frequent comparisons of CSR across

countries, both academically and anecdotally, Singapore seems to fall short.

The understanding of CSR has not kept pace with the expectations and demands
placed on business by the various stakeholders, including consumers and
governments. It would be worthwhile to understand the reasons why this is so.

The research has three objectives:

- To examine the drivers of and impediments to CSR in Singapore;

- To explore whether CSR is important for the future development of Singapore-
based enterprises, and Singapore generally; and

- To propose how CSR can be made more relevant in the Singaporean context.

Through exploring these questions, we hope to arrive at a more holistic
understanding of how CSR is animated in Singapore, apart from purely economic
motivations. And perhaps, we will be better able to account for the current

ambivalence towards CSR that is prevalent in the private sector.

Lien Centre for Social Innovation
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Executive Summary

Despite the relatively high profile of corporate social responsibility
(CSR), it remains a challenging concept and principle, attracting ardent
supporters and a fair share of strident critics. And businesses seem unsure
how to approach and manage a CSR agenda, if they have one at all. Yet,
issues relating to corporate accountability, social responsibility and ethical
conduct were not alien to the colonial-era forerunners of today’s modern

corporate entities and multinationals.

Although CSR is not unknown in Asia or Singapore, the understanding
and its importance has tended to lag behind developments in Europe and
North America. In the twenty-first century, in tandem with developments
in advanced economies in North America and Europe, CSR has acquired
renewed vigour in the corporate landscape in Asia, in which the notion of
corporate credibility, linked with how a company conducts its business and
makes its profits, is of growing importance.

The presence, profile, and prominence of CSR in Singapore are ambivalent
at best. Many local companies still regard CSR with much wariness or
indifference. Unsurprisingly, the limited CSR efforts in Singapore are
generic and lack the contextualisation to local needs and conditions.
Singapore-based businesses tend to view CSR as a compliance issue, rather
than as a way of doing business. At another level, the formalism and
formality in going through the motion of being a responsible corporate

citizen is damaging to the overall development of CSR in Singapore.

Notwithstanding the myriad definitions and understanding of CSR, there
are three dominant perspectives of CSR, viz. the investor-based perspective,
stakeholder-based perspective, and the CSR as strategy perspective. While
sometimes competing and perhaps even conflicting, these perspectives
suggest that a CSR policy at a national or corporate level needs to secure
substantive buy-in from different stakeholders and address the different
concerns raised by the three perspectives of CSR.

THE STATE OF PLAY OF CSR IN SINGAPORE



Much of the initial public discourse on CSR was dominated by the state
and the umbrella body of trade unions in Singapore, the National Trades
Union Congress (NTUC). As such, the government can be described as
the agenda-setter and agenda-manager of CSR in Singapore. In seeking to
manage the CSR agenda and formulate broad CSR strategies, Singapore has
opted for the tripartite approach — involving the unions, the employers,
and the government—in the promotion of CSR. This engagement process
— undergirded by the core values of consultation, consensus, and an acute
aversion to confrontation — has evolved over the years and is now the

bedrock of Singapore’s political-economic life.

Such an organisational set-up, emphasising the trinity of stakeholders,
suggests that the pace and texture of the CSR movement in Singapore
will be co-determined. This tripartite regime engenders a collaborationist
mindset and sensitises the stakeholders to the issues and challenges of CSR
as posed to the different parties. This includes the recognition that CSR
must be contextualised and developed in an autochthonous manner. Undue
CSR activism on the part of NGOs and civil society is not encouraged as

it is seen to detract from Singapore’s branding as a business-friendly place.

The tripartite and consensual approach to CSR coheres with the second
aspect of the CSR scene in its emphasis on a harmonious society where the
accent is on socially constructing a paradigm in which CSR is a vehicle
for creating awareness, facilitating constructive deliberation, and enabling
meaningful dialogue to arrive at a consensus. This means approach (as op-
posed to ends) to social construction consequently results in CSR being
conceptually endowed as a mode of self-regulation, in sync with the cur-
rency of a voluntary, self-regulatory regime in Singapore. CSR is portrayed
as being facilitative of harmony in the business arena as well as in the rela-

tionship between business, government, and society.

Given that Singapore is a multi-racial, multi-religious and multi-lingual so-
ciety, CSR takes on a significant hue in employment and industrial relations.
This communitarian-based understanding of an individual’s rights and ob-

ligations vis-a-vis the society dovetails with the Singaporean communitarian

EXECUTIVE SUMMARY
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approach towards governance in general. In this regard, the CSR regime
here is deployed as a putative form of dispute resolution mechanism. More
pertinently, the CSR regime and approach is to provide a pre-emptive man-
agement of “combustible” issues in the CSR arena before they escalate to
become hot-button issues. All these benefits accrue without the need for ex-
cessive regulation and cost-incurring enforcement, both of which are likely

to detract from the business of economic activity.

The study identifies four key drivers of CSR in Singapore. These drivers,
work interdependently of each other, to help shape the direction and
emphasis of the CSR movement in Singapore. A symbiotic relationship can
be discerned. The key drivers are:

- The government as the agenda-setter, agenda-manager, practitioner and
promoter;

- CSR as a strategic differentiator in the economic realm;

- 'The reality and imperative of Singapore’s export economy which nur-
tures and drives concerns that CSR could, in time, operate as a trade
barrier and eat into Singapore’s export competitiveness;

- Use of CSR as a catalyst for regulation (in particular, self-regulation)
and setting as well as reinforcing the norms in governance and
regulation, especially in the business realm. In this regard, the utility of
CSR as “soft law”, if properly developed, can translate to soft power for
a country so dependent on foreign trade and investments.

In addition, two potential drivers are identified:

- The on-going development of the new ISO 26000 guidance standard,
which may evolve into a certification standard and catalyse the
awareness and understanding of CSR-type requirements as potential
non-tariff trade barriers; and

- 'The promotion of CSR as a genre of social innovation and/or a suitable

platform by which to generate social innovation.

THE STATE OF PLAY OF CSR IN SINGAPORE



Going forward, the CSR eco-system can grow in two areas:

- A concerted move towards corporate reporting, focusing on
sustainability reporting; and
- Collaboration with other business entities, non-governmental

organisations, and government agencies in CSR efforts.

Reporting serves a useful role in that it is the company’s statement on its
commitment to CSR, how it is seeking to fulfil those commitments, and
the extent to which the company has incorporated the principles of CSR
into its everyday business practice. Given the increasing expectations placed
on businesses to tackle complex issues locally and abroad, collaborating
more with other stakeholders, ranging from civil society, inter- and non-
governmental organisations, and academic institutions, can enable the

various CSR programmes to attain meaningful impacts and relevance.

This research study is organised as follows. Chapter 1 provides an overview
of CSR in its multifaceted understanding and outlines dominant interpreta-
tions of the nature of CSR. Chapter 2 discusses the CSR situation in Singa-
pore, and the overarching themes pertaining to CSR are presented as well.
The drivers of the CSR movement in Singapore are covered in Chapter 3.
Chapter 4 briefly examines how the CSR scene can be developed, focusing
on corporate social reporting and business partnerships with civil society

and the government in the CSR outreach.

EXECUTIVE SUMMARY



1 The Nature of the Beast:
What is CSR?

Introduction

While CSR is not new, the understanding and importance of CSR in Asia or
Singapore have tended to lag behind developments in Europe and North America.!
What is often forgotten is that issues relating to corporate accountability, social
responsibility and ethical conduct were not alien to the forerunners of today’s

modern corporate entities and multinationals.?

The early colonial-era British East India Company was caught up in the debate
over the use of slaves on sugar plantations in the West Indies.’ Likewise, at the turn
of the twentieth century, the colonial Dutch government’s “Ethical Policy” in the
Dutch East Indies (now Indonesia) ostensibly professed humanitarian concern
for the welfare of colonial subjects. This was despite the fact that “exploitation

and subjugation” remained widespread in much of the Dutch East Indies.*

Fast forward to the twenty-first century: In tandem with developments in
advanced economies in North America and Europe, CSR has acquired a
seemingly renewed vigour in the corporate landscape in Asia, in which the notion
of corporate credibility, linked with how a company conducts its business and
makes its profits, is of growing importance.” Much of the motivation is driven by
the multinationals operating in emerging markets. In that regard, the presence,
profile and prominence of CSR is ambivalent at best since many local companies
still regard CSR with much wariness or indifference.

owever, the trend towards cannot be ignored. Given Asia’s increasin
H the trend towards CSR t be ignored. G A g
ependence on export markets as an engine of economic growth, as
depend port ket g f growth, CSR h
gained fledgling prominence in many parts of Asia in the last decade. As Asia
is increasingly the “factory” as well as an important world market, businesses
have increased their Asian presence. Many supply chains now have start and

end points in Asia.
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In Southeast Asia, through the Association of Southeast Asian Nations (ASEAN),
the Blueprint for the ASEAN Socio-Cultural Community (2009-2015) seeks
the promotion of CSR through its incorporation into the corporate agenda of
business entities and governments of member states. The strategic objective is

to contribute towards sustainable socio-economic development within ASEAN.¢

In Asia, CSR consciousness is probably highest in Japan, while the CSR footprint
in other Asian economies is still relatively light, if not ambivalent.” For instance,
taking CSR in the Singapore context, there has been little substantive debate over
the role of consumer involvement and advocacy, the role of business in society,

and the roles of state and society in engendering support and awareness of CSR.

Thklng CSR in the Sing‘lpore Increasingly, CSR issues are more
context, there has been little likely to arise in Asia. Given that
substantive debate over the role the business opportunities are seen
of consumer involvement and  as plentiful with the rise of many

adyocacy, the role of business emerging economies such as China,
in society’ ﬂnd the roles ofstate India, Indonesia and Vietnam, thCSC
and societ:y in engendering places also present significant busi-

support and awareness OfCSR. ness risks. This is not so much with
regards to the technicalities or mo-

dalities of operating in this part of the world. Rather, the weak legal systems, the
corrupt business environments, and a seeming disregard to how profits are made
suggest that the risks to business would extend to reputational ones. Ethical issues,
of which CSR can be seen as a subset, present significant challenges in these juris-
dictions.

More recently, indigenous efforts to induct CSR in the business sector have made
a tentative imprint. Several Asian countries, including Indonesia and Malaysia,
have enacted legislation requiring local and foreign companies to behave
responsibly.® These pieces of legislation should be seen as aspirational rather than
directive. For instance, the Indonesian legislation has drawn criticism for being a
“stealth tax” and another investment barrier, and for the lack of legislative clarity
over where moral responsibilities should lie.” Also, India launched its “Corporate
Social Responsibility Voluntary Guidelines” in December 2009."

Simply put, given the heavier footprint of corporate endeavours, ethical

THE NATURE OF THE BEAST: WHAT IS CSR? 11



transgressions and irresponsible conduct are more likely to take place in Asia. Yet
there has not been much rigorous debate and understanding over the scope of
CSR in Asia. Instead, we see perhaps a slavish acceptance of CSR practices and
philosophies being transplanted to Asia. These may not be entirely appropriate
given the local conditions. At one level, the CSR efforts are generic and lack the
contextualisation to local needs and conditions. At another level, the formalism
and formality in going through the motions of being a responsible corporate
citizen is damaging to the overall development of CSR in Asia.

Recognising the potential of CSR to contribute to development, poverty
reduction, and other governance objectives, quite a few governments in Asia
have sought to induct CSR in public policy making. For instance, the Singapore
government is a significant player in Singapore’s economy, and it has become a
promoter and practitioner of CSR. Hence, despite the lack of conceptual clarity,

the CSR scene has acquired tentative relevance and prominence.

In Singapore, one of the more advanced Asian economies which is deeply plugged
into the global economic grid, the first national CSR survey in 2008 revealed a
modest knowledge level and limited practice of CSR among Singapore-based
business enterprises. At best, one can describe the CSR landscape in Singapore
as immature, with lots of room for development and growth. What accounts for
this modest interest and participation in CSR especially when the expectation
of CSR is growing? How can CSR awareness, commitment, and participation
be improved? How will increased CSR consciousness and activity benefit the

business community in Singapore?

What is CSR?

CSR, despite its increasing popularity, saliency and visibility, remains a controversial
subject. CSR can be likened to the proverbial elephant being felt at different parts
by different blind persons. Despite the relatively high profile of CSR, it remains a
challenging concept and principle, attracting ardent supporters and a fair share of
strident critics. And businesses seem unsure how to approach and manage a CSR

agenda, if they have one at all.
Many definitions and competing understandings of CSR exist. For instance, the

World Business Council for Sustainable Development (WBCSD) defines CSR as
“the continuing commitment by business to behave ethically and contribute to

12 THE STATE OF PLAY OF CSR IN SINGAPORE



economic development while improving the quality of life of the workforce and
their families as well as of the local community and society at large.”"" Another
definition of CSR, geared to the local context, is that of the Singapore Compact
for Corporate Social Responsibility, Singapore’s national CSR body. It describes
CSR as “[Blusiness’s efforts to achieve sustainable outcomes by committing to
good business practices and standards. While the concept may be relatively new
in the region, the actual practices and related policies are not new. The key role
and responsibility vis-a-vis CSR are often discussed in the aspects of business,

social and the environment.”!?

The ISO 26000:2010 Guidance on Social Responsibility (clause 2.18) defines
“social responsibility” as the “responsibility of an organization for the impacts of
its decisions and activities on society and the environment, through transparent

and ethical behaviour that:

- Contributes to sustainable development, including health and the welfare of
society;

- Takes into account the expectations of stakeholders;

- Is in compliance with the applicable law and consistent with international
norms of behaviour; and

- Is integrated throughout the organization and practiced in its relationships.”

Notwithstanding the many definitions proffered, CSR has evolved into an all-

encompassing concept that embraces the following attributes:

- Responsible/ethical approach in doing business (i.e. how profits are made);

- Given the wide-ranging stakeholders, CSR necessarily entails balancing
competing, and perhaps even conflicting, aims and aspirations of diverse
stakeholders (i.e. cross-sectoral involvement and partnership between busi-
ness, society and government is necessary);

- Positive non-financial outcomes in addition to generating decent profits (i.e.
the triple bottom-line considerations of environmental, social and gover-
nance success);

- Sustainability (quality of life, environmental sustainability, inter-generation-
al equity®); and

- Generally, CSR is voluntary, and corporate efforts in CSR are over and above

what the law requires.

THE NATURE OF THE BEAST: WHAT IS CSR? 13



Thus, CSR, in essence, is about the integration of stakeholders’ economic,
social, environmental and other concerns into a company’s business operations.
It would include both the internal (e.g. ethical conduct, corporate governance
and transparency) and external dimensions (e.g. supply chain, community,

environment) of a company’s activities.

Indeed, too often, the internal dimension gets forgotten, resulting in CSR having
avery strong external manifestation, in which enhancing the corporate reputation
is deemed more important than doing good. In many respects, it is artificial
to separate the internal and external dimensions since they are intertwined and
impact upon each other. Not surprisingly, CSR critics have labelled CSR as
“green wash” or a public relations exercise, in which the objective is to enhance a
company’s reputation and visibility as a responsible corporate citizen. Regardless
of the various understandings of CSR, it offers a viable platform by which a

company can maintain its licence to operate.

Licence to Operate

Another way of looking at and justifying the practice of CSR involves the concept
of a corporation’s “licence to operate.” It should be noted that the concept
of “licence to operate” is of relative novelty in Singapore. What is “licence to

operate?” There are two broad meanings.

The first is the formal (legal) grant of a licence to operate by the authorities in a
g1l g p y
jurisdiction. The second relates to the society’s social approval or cognisance of a

company’s corporate conduct and impact that is deemed to be acceptable.

Complz’ance with laws and To maintain its formal licence
regulations is not sufficient to operate, a corporation must
to sustain a social licence to comply ~with the laws and

operate. community norms that apply to
it. However, compliance with laws
and regulations is not sufficient to sustain a socia/ licence to operate. Increasingly,
CSR is being seen as a vehicle by which companies can maintain their formal
and social licences to operate. This approach underlines the importance of trust,
the lack of which will result in negative commercial implications, including a

tarnished reputation and increased government regulation.

14 THE STATE OF PLAY OF CSR IN SINGAPORE



In a worst-case scenario, the licence (formal or social) to operate may be revoked.
Assuch, the financial bottom-line is grossly inadequate as an indicator of corporate
success. A popular mode of thinking about CSR is that the business of business
is to make money and generate profits. But, increasingly, complementary to this
notion is that business should do good, even as they strive to do well. When we
talk about a business’ licence to operate, it is often forgotten that it requires a
moral obligation on the part of business to conduct their activities in ways that
promote the common good, and not just privatised interests at the expense of

the larger good.'

Whatis evident s that CSR has been conceived and popularised as a sound business
approach that helps companies make money while doing good. Through the
social contract idea, CSR is also perceived to embody the symbiotic relationship
between businesses and their wider operating environment. In essence, this is
about the social legitimacy of a business, beyond its legal identity. This coheres
with the perspective that a business has to earn the right to exist before it can
make money for its shareholders. Interestingly, this is very much in line with the
communitarian ethos espoused in many Asian societies. For example, Article 5 of
China’s Company Law stipulates that:

In its business activities, a company must comply with laws and
regulations, observe social morals and commercial ethics, act in an
honest and trustworthy manner, subject itself to the supervision of

the government and the public and assume social responsibility."

To be sure, there is often a performance gap between corporate intent and actual

outcomes. Yet, the relevance and strategic importance of CSR is growing.

“The Business Case for CSR”:

Short-Sighted or 20/20 Vision?

The promotion of CSR by governments, consumer groups and citizens, however,
has been dominated by the business case for CSR. In Singapore, as in many other
jurisdictions, the “business case for CSR” proposes that CSR can contribute to
a company’s financial bottom line, or even increase its profits. This invariably
means that doing good follows only when a company is doing well — that is,
the latter is a prerequisite before CSR is a viable activity to engage in. A good

THE NATURE OF THE BEAST: WHAT IS CSR? 15



description of the “business case for CSR” is that provided by the Singapore
Compact for CSR and reproduced in Exhibit 2.1.

Exhibit 2.1: The Business Case for CSR

CSR is increasingly being seen as an important and integral part of
normal business operations. So how does responsible business help
to enhance business operations, in achieving a sustainable outcome?

Create Shareholder Value

Investors are becoming more concerned to invest in companies that
act with good corporate governance and social responsibility. Increas-
ingly, a company’s performance as a responsible business is key to its
financial and stock market standing, helping to protect it from insta-
bility and share price volatility.

Increased Revenue Base

CSR can boost factors that drive revenue in important ways. CSR
initiatives and cause-related marketing could build reputation
and goodwill among suppliers and customers. Employees who
identified with the social mission are likely to be motivated,
committed and more prepared to make sacrifices as a team member.

Strategic Branding

A company’s reputation is fundamental in maintaining and attract-
ing new customer base. Consumers today are more sophisticated, be-
coming more selective and sensitive to a company’s image and CSR
efforts. A distinctive CSR profile serves as a strategic branding tool in
differentiating from competitors.

Operations Efficiency

The efficiency of a business is about productivity and ef-
fective use of resources. CSR can help to increase efficiency through

16 THE STATE OF PLAY OF CSR IN SINGAPORE



environment conservation and recycling initiatives, as part of Eco-
efficiency strategy. Positive management-employee relations are also
crucial in bringing about good customer service, productivity and
product innovation.

Better Access to Capital

Access to capital enables a company to grow and make timely in-
vestment. Companies with good CSR standing are likely able to se-
cure equity and debt capital with most ease. The growth emphasis in
Socially Responsible Investment (SRI) is a clear indication of likely
future trends.

Human & Intellectual Capital

A company’s human and intellectual capital is one of its most valuable
assets. Good workplace conditions and relations can help a company
to attract, keep and develop human capital, keeping operations and
staff morale high. Community involvement can play a complemen-
tary role in developing new skills set, encouraging participation, shar-
ing and team spirit in the workplace as well.

Lower Business Risk

Companies are being held increasingly accountable for their actions
today. Such business risk could affect reputation, access to capital and
even long-term viability in some instance. Proactive dialogue with
external stakeholders can help to foster understanding, in preempting

and minimising the repercussions.

Source: www.csrsingapore.org/whatiscsr.php

THE NATURE OF THE BEAST: WHAT IS CSR?
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While there is nothing objectionable with an approach emphasising the business
case for CSR, it does suggest that if it is not profitable for a company to engage
in CSR, then CSR is dispensable or optional. Such a utilitarian approach to CSR,
while well intended and perhaps seen as pragmatic from a business angle, implies
a flawed understanding of what CSR is in the twenty-first century and imposes

severe limitations on the potential of CSR to a company.

At the same time, especially in Asia, socio-political and cultural norms are
relied upon to buttress the relevance of CSR in various facets of life. Here,
the communitarian dimension of life in Asia is emphasised as a way of doing
business. These norms include the priority to be given to the community and
society’s interests; the interdependence of the individual, business, community,
and nation-state; the practice of life-long employment. Further, there does not
seem to be much critical discussion or concern about the costs and implications

of companies engaging in CSR.

In this regard, the appropriation of CSR by companies and the promotion of CSR
by governments and regulatory agencies appear to be at cross-purposes. As dis-
cussed earlier, businesses tend to view CSR as a marketing opportunity under the
business case understanding of CSR. On the other hand, governments tend to treat
CSR as a quasi-regulatory tool or a useful mechanism by which governmental ob-

jectives such as a sustainable environment and poverty reduction can be achieved.

In addition, there is a need to widen the generally narrow conception of CSR in
Asia, which tends to focus on corporate philanthropy and one-off community
projects. They are all important activities under the CSR umbrella but they do
not speak to the immense potential of CSR as an agent of change vis-a-vis how
business is conducted and profits are made, and of a sustained commitment to

business as a responsible member of society.

Given the global footprint of many Asian business and economic activities, the
need to widen the conception of CSR arises on two fronts. First, the promotion
of CSR understanding and action has to incorporate “global corporate social
responsibility” in which companies are responsible for actions beyond their
boundaries, which include the actions of their supply chains. Second, CSR
has to address the issues that arise from doing business, such as discrimination,
labour rights, workplace health and safety, sustainability and corruption, that are

endemic in much of Asia.
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At this juncture, it would be useful to highlight some of the arguments made

for and against CSR. Unlike individuals — where the element of altruism can

play a big part in determining whether an action is ethical or not — it would be

idealistic to expect business to take to CSR for reasons of altruism. The reality is

that business needs to be convinced that it makes economic sense (i.e. there is a

business case) to engage in CSR.

Perceived “Advantages” and “Disadvantages” of CSR

The list in the following box (Exhibit 2.2) is not exhaustive but it demonstrates that

doing good is not a straightforward issue where business and society are concerned.

Exhibit 2.2: Perceived Pros and Cons of CSR

Pros:

CSR helps to balance corporate power and rights with respon-
sibilities;

CSR discourages government regulation, i.c., CSR encourages
self-regulation;

CSR promotes long-term profits for business, i.e., sustainabil-
ity, a long-term view of business;

CSR improves business value and reputation, i.e., it fosters
trust and confidence building; and

CSR can help to correct the negative externalities caused by

business.

Cons:

CSR lowers economic efficiency and profits;

CSR imposes unequal costs among competitors, such that a
company adopting CSR may suffer a first-mover disadvantage
if its competitors do not follow suit;

Hidden costs for CSR activities are ultimately borne by stake-
holders, especially consumers;

Businesses lack expertise in dealing with social issues; and
Responsibility is placed on businesses rather than on individu-

als or governments.
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Putting aside the perceived pros and cons of CSR, the persistent question that
arises vis-a-vis the role of CSR centres on the question “What is the business of
business?” Can a business be ascribed a social responsibility? To be sure, making
profits is an important function of business. Business is, after all, not charity. To
remain as viable corporate entities, businesses need profits to be sustainable. As
such, traditionalists view CSR as an unnecessary socio-political mandate that is
anti-competitive for its encroachment onto the turf of profit-making, confusing

the distinct roles of business, government, and society.

The outcome, traditionalists argue, would be an undermining of the first priority
of business — that of contributing to economic wealth. This view that the busi-
ness of business is business had a strong proponent in the late Milton Friedman, a
Nobel laureate in economics and guru of free-market capitalism. Such a perspec-

tive, generally speaking, has a deeper resonance in the United States.

Perspectives of CSR
We now examine, albeit briefly, three dominant perspectives of CSR. These
perspectives, sometimes competing and perhaps even conflicting, suggest that
a CSR policy at a national or corporate level to secure substantive buy-in from
different stakeholders would need to address the different concerns raised by the
three perspectives of CSR.

Three perspectives are briefly presented here:

The investor-based perspective;
- The stakeholder-based perspective; and
- The strategy perspective.

Investor-based Perspective

Milton Friedman’s stance was essentially undergirded by an abiding commitment
to free-market capitalism. At the business level, this means that a company’s
responsibility is to generate profits for its shareholders. In his 1962 work, Capitalism
and Freedom, Friedman called CSR a “fundamentally subversive doctrine” in a
free society. As Friedman had put it resolutely, CSR catch-phrases such as “social
responsibilities of business in a free-enterprise system”, and “business has a ‘social

”16

conscience’” were informed by “pure and unadulterated socialism”'® and could

undermine the basis of a free society. For Friedman, only people, not business,
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can have responsibilities. Friedman’s critique can be summarised in three key

arguments, viz.,

- The agency problem;
- CSR as an inappropriate imposition of a tax on business; and

- CSR as being contrary to a free-market philosophy and mechanism.

However, Friedman accepted that CSR can be justified where it is “one way for a
corporation to generate goodwill as a by-product of expenditures that are entirely
justified in its own self-interest.” The investor-perspective to CSR also recognises
that there are inherent limits to CSR, and these flow primarily from limits of

competency and authority."”
Let us closely examine Friedman’s arguments:

- The Agency Problem: Friedman argued that a corporate execu-
tive was an employee and so owed a duty to his employers. Such
an employee was an agent and not a principal vis-a-vis the use of
shareholders’ investments in the corporate entity. As an agent,
his main responsibility often involved making “as much money

as possible” for his principals who had invested in the com-

pany.

While Friedman recognised that individuals might desire to
have social responsibilities, the distinction was that such an
individual was acting as a principal with regard to those personal
social responsibilities. According to Friedman, to say that the
corporate executive had a “social responsibility” in his capacity
as businessman would result in the business person being in
breach of his duties as an agent of his employer. Consequently,
he would, effectively, be imposing taxes on stockholders and
other stakeholders.

- Imposing a Tax — Principle and Consequences: This objection on
philosophical/ethical grounds stems from the basis that it was
undemocratic for business to use shareholders” funds to support

charities or other good causes. To do so would be inappropriate as
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business enterprises would be acting like an elected government.
Friedman’s fundamental premise was that as a political principle,
“the imposition of taxes and the expenditure of tax proceeds
are governmental functions.” Further, the corporate executive
could not discharge his alleged social responsibilities as he was
not equipped to deal with broader societal policy questions. If
he did, he would also be acting as a quasi-public official.

But such actions as outlined above were anti-democratic in nature.
Goals that were related to social responsibility should not be pursued
through the political process. Friedman saw the incompatibility
of CSR and business in the following manner: “The difficulty
of exercising ‘social responsibility’ illustrates, of course, the great
virtue of private competitive enterprise — it forces people to be
responsible for their own actions and makes it difficult for them to
‘exploit’ other people for either selfish or unselfish purposes. They

can do good — but only at their own expense.”

Unanimity as basis of market mechanism: To Friedman, an ideal
free market rested on the primacy of private property. There
was no coercion of individuals as all cooperation was voluntary
and for their own benefit. According to Friedman, “There are
no values, no ‘social’ responsibilities in any sense other than the
shared values and responsibilities of individuals.” In the political
arena, the individual must serve a more general social inter-
est. Granted that unanimity is not always feasible, conformity
would occasionally be unavoidable. “But the doctrine of ‘social
responsibility’ taken seriously would extend the scope of the
political mechanism to every human activity. This would be an
explicitly collectivist doctrine.”

CSR also imposes economic challenges in the form of alloca-
tive inefhiciency due to the incompetence of business in dealing
with societal issues. In that regard, CSR may distort the opera-
tion of the free market. For Friedman, his larger objections to
CSR were premised on the fact that “it harms the foundations
of a free society.” While CSR might have short-term benefits,
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it would reinforce the perception that “the pursuit of profits
is wicked and immoral and must be curbed and controlled by
external forces.” And this would invariably entail the govern-
ment’s “iron fist” intervention. This would be anathema to free-

market capitalism.

To be sure, no business actively involved in CSR has articulated its approach to
CSR solely on this perspective.

Stakeholder-based Perspective

In contrast to the investor-based perspective, the stakeholder-based perspective of
business is more accepted in Europe than in the United States. Notwithstanding
Friedman’s strident views against CSR, it would be incorrect to conclude that CSR
is fundamentally against the objective of profit-making or that it undermines busi-
ness. Friedman did explicitly state that profit-making could not be the be-all and
end-all. In the quest to attain the goal of profit-making, a business entity must not

violate the fundamental rules of ethics and social responsibility:

There is one and only one social responsibility of business — to
use its resources and engage in activities designed to increase its
profits so long as it stays within the rules of the game, which is to say,
engages in open and free competition without deception or fraud. '*

Further, an important caveat to Friedman’s criticism is often ignored. Friedman

agreed that making money had to take place within the context of “conforming

to the basic rules of the society, both those embodied in law and those embodied
in ethical custom.”"

Friedman agreed that making

money had to take place within 1, , free-market economy, it

the context Of “conforming to the would be foolish to argue against

basic rules ofthe sociez{y, both the core idea that business is
those embodied in law and those there to make profits. To be sure,
embodied in ethical custom.” profit-making is still of primary

importance but, as the corporate
scandals have repeatedly shown, a singular determination to make profits at
all costs will only damage the larger economic ecosystem, making capitalism

untenable and unsustainable.
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It would be naive and simplistic to caricaturise the advocates of CSR as being
against profit-making, and critics of CSR as being the supporters of profits-at-
all-cost. Indeed, both advocates and critics of CSR are in agreement that profits
are important for business. The key question is whether business can and should
exist for purposes other than the maximisation of profits. To put it another way,

how profits are made by a business enterprise is the crucial question.

This question fundamentally boils down to the notion of which business model —
investor-based or stakeholder-based — is more robust in the twenty-first century.

In turn, this question raises the following considerations:

- Is there a need for a humanistic dimension to business?; and
- Can and should business exist for purposes other than simply maximising

profits?

Balance is the watch-word. Yet, arriving at what is seen by all relevant stakeholders
as a balanced approach is the key challenge that companies and public policy-

makers have to manage.

There is no prominent articulation of the stakeholder-based perspective except
that it rides on the concept of stakeholder management popularised by R.
Edward Freeman.” In essence, proponents of the stakeholder model argue that
a stakeholder approach is more robust, and is required today. Such a model with
a deeper business purpose, with multiple responsibilities to investors and other
stakeholders, and which seeks to create value for all stakeholders, is more likely
to succeed than an investor-based model.?! It would appear that the rise of CSR,
the increased activism on the part of consumer groups, and the emergence of
civil society have propelled a discernable movement towards a stakeholder model
of business gaining popularity. This model of value creation embraces the notion
of being a trustee, in which a company has to look out for the interests of not
just its shareholders but also that of its multiple stakeholders. A stakeholder
model of business highlights the need for a larger spectrum of constituents/
stakeholders to be managed because they are all affected, in some way or another,
by the operations of the company. The shareholder, who is also a stakeholder,
is still important. In truth, in Anglo-American capitalism, which holds sway in

Singapore, the shareholder remains the first among equals.
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What CSR empbhasises is that doing business solely on the basis of profits is
increasingly untenable. Indeed, shareholders, for too long, may have been
represented as being solely concerned with short-term (read as unsustainable)
profits. In turn, this undermines the entrepreneurial system. The discerning
shareholder would certainly realise that non-economic bottom-lines such as
reputation can make or break a company. It would be highly incongruent to limit
the measurement of the well-being of a business entity to solely its profits. The
point here is that profits are important, but profitability on a sustainable basis is

more relevant and pertinent in ensuring that the business remains viable.

CSR is still very much a contested concept today. It may well be that the
disagreement is not over why business should engage with CSR but rather
how business can and should engage CSR without affecting the fundamentals
of profit-making. Friedman in a 2005 BusinessWeek interview was persistent in
his view that “the business of business is business.” He was also adamant that
there had been no shift towards the stakeholder model of business: “I do not
believe there has been any change. It’s just the talk that has changed. Somebody
produced the concept of stakeholders — an ancient concept, of course. It’s clear

that you have a division of responsibility.”
For Friedman and critics like him, CSR remains a means to the end of making profits:

I point out that a company that is playing a large part in a com-
munity may want, for its own purposes and profit, to maintain
good relations with the community and to engage in communi-
ty activity. In doing so, it would be pursuing its own profit. But,
of course, it may believe that it will be better public relations if

it labels its actions an act of social responsibility.*

As for the argument that CSR is about getting the workforce to work productively,

Friedman remarked:

Are companies spending money for a purpose other than
increasing their profits? How they label it — whether they call it
social engagement or social responsibility — is not the real issue

... Come to the bottom line: Is Home Depot spending directly
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or indirectly any substantial fraction of its profits on such social

activities? If so, it would get competed out of existence.”

CSR as Strategy: A Third Perspective?

An alternative way of conceptualising CSR — as a possible middle way between
the shareholder and stakeholder perspective of CSR — is offered by strategy guru
Michael Porter and Mark Kramer in an influential article in the Harvard Business
Review.** They argue that current CSR efforts are counterproductive. First, such
efforts spring from the premise that pits business against society. As we can all
see but perhaps fail to appreciate often enough, the reality is that business and
society are interdependent. There is competition, but cooperation and trust are

also embedded within meaningful competition.

Second, according to Porter and Kramer, current efforts only go so far as to
encourage companies to think of CSR in generic ways rather than of CSR that is
most appropriate to their individual corporate strategies. For Porter and Kramer,
the prevailing approaches to CSR are so disconnected from strategy as to obscure

many great opportunities for companies to benefit society while making profits.

Hence, the paucity of ideas is evident when companies’ CSR reports are examined.
It is often more of the same: corporate philanthropy, corporate volunteerism
and token environmental mitigation efforts. These tend to result in uninspiring
and generic efforts that come across as public relations endeavours that generate
short-lived feel-good effects but with little to show for in terms of long-term
benefits and impacts. Further, there is little in terms of substantive change in

corporate leadership, corporate conduct and approaches towards CSR.

To cynics and anti-capitalists, these efforts are like “corporate penance” to assuage
corporate guilt and to generate corporate goodwill among stakeholders. So while
CSR is becoming more common, the scepticism towards it is also palpable.®
This cannot be good for business or society. For Porter and Kramer, CSR can
be inherently valuable to both business and society. For them, it is how CSR is
practised that has given it a questionable reputation of being nothing more than
“corporate green wash.” A more enlightened approach and practice of CSR is

needed if it is to live up to its promise.

Porter and Kramer argue that if corporations, in their approach to CSR, use the
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same frameworks that guide their core business choices, CSR presents a potential
well-spring of ideas and motivation as well as a potent source of innovation and
competitive advantage. They cite the examples of Toyota (hybrid automobile
engines), Whole Foods (sustainable consumerism) and Nestlé (supply chain
quality assurance), in which a close melding of CSR with strategy in the last
decade or so have helped these corporations transform CSR from a necessary
business cost into a vibrant generator of innovation and competitive advantage.
In turn, this translates into competitive success that is sustainable and not at odds

with society.

What Porter and Kramer suggest or synthesise is not radically new. Rather, they
crystallise a persuasive and refreshing way of looking at the relationship between
business and society. The thrust of their arguments is that corporations and society
should not treat corporate growth and social welfare as a zero-sum game (i.e. a
scenario in which corporate growth results only from a loss of social welfare and
vice versa). They introduce a strategic framework that seeks to integrate business and

society to create “shared value” — outcomes that benefit both business and society.

The message Porter and Kramer send out is: Take CSR seriously, integrate CSR
into a company’s operations, and there will be dividends. Of course, strategising
alone is not enough. To utilise CSR as a mere business strategy is grossly
inadequate. Of crucial importance, which Porter and Kramer could emphasise
more, is that companies have to sincerely believe — or be persuaded — that CSR

can contribute to their financial bottom-line and do even more.

According to Porter and Kramer, “strategic CSR” is about leveraging
opportunities to create shared value and adding a social dimension to a
corporation’s value proposition. This means that the social impact is
integral to and complements the overall business strategy. In that sense,
social impact is a vital competitive advantage because it creatively meets the
needs of both business and society. More importantly, by building on the
intricate interdependence of business and society, the long-term success of
the business is secured and sustainability is also assured. Porter and Kramer

put it eloquently:

Efforts to find shared value in operating practices and in the

social dimensions of competitive context have the potential not
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on o foster economic and social developmen ut to change
ly to fost d | development but to chang

the way companies and society think about each other.

This “shared value” approach to CSR has the potential to transform social
practices and the relationship between business and society. More importantly, it
signals the need for an attitudinal shift, in which existing norms and assumptions
are critically examined, challenged and re-calibrated. In the process, beliefs
are changed, behaviours are modified and value systems — at the individual,

corporate and societal levels — are recalibrated.?

While it is by no means certain that “strategic CSR” will be the norm, it coheres
with Professor Jeremy Moon’s proposition that “CSR needs to be understood as
part and parcel of a wider system of national societal governance incorporating
government institutions, business organisations and non-governmental organisa-

tions.”%’

To be sure, profits are important and Porter and Kramer make no bones about
that. Businesses are, after all, not charities. Profits are needed to make the business
sustainable and to deploy new talents, technology and resources in the service of
clients, shareholders and the like. But it cannot be the be-all and end-all. Instead,
it has to be about ensuring that the practice of capitalism is able to further enhance
positive human values instead of undermining them. In short, how profits are

made is of fundamental importance and deserves greater consideration.

In tandem with strong market and managerial logic, much of the corporate world
today has tended to emphasise technical competency and rigour. This is legitimate
but the danger in privileging professional knowledge, rather than professional
values and ideals, is the undermining of the ethos of professionalism. It is crucial
for professionals to have a nuanced understanding that business does exist for more

than just its own sake.

Let’s take the legal profession as an example. In providing legal counsel, lawyers
know that they must provide lawful (what’s legal) advice. But less emphasised
is the moral duty to provide ethical (what’s right) advice as well. This is not
about imposing one’s moral scruples and rectitude but rather about helping
clients appreciate how their decisions will affect others and what those effects

will be. Put simply, a lawyer’s ethical and professional responsibility is to use his
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professional skills, knowledge and values such that they respond fully to the needs
and interests of the clients in an ethical and responsible manner.”® Further, the
legal profession needs to embrace the community of which it is a member. The
same argument can be applied to other professions and the business world in

general.

To reiterate, ethical conduct is the bedrock of genuine and sustainable CSR.
There are various reasons for a values approach to shared value creation. Four key

ones are outlined.

First, a company has to be a staunch advocate of its own ethical standard that
meets not just community needs and standards but also goes beyond regulatory
requirements and industry norms. This imperative then infuses the company
with a soul and a social purpose. Shared value is more likely to be arrived at.

The business eco-system is not  Second, CSR helps to differentiate

a zero-sum game. Goodwill, companies. Companies with a
reputation, moral ﬁbre, proven track record of being a
and Proﬁts are made inter- good corporate citizen and having

dep endendy over the long term. @ supportive work environment
would enjoy an advantage in talent

acquisition, retention and development. Would you be more likely to work
for a company with sound values? In many advanced economies, Generation
Y employees have moved away from material concerns such as income and
security, and now demonstrate particular interest about post-material issues.
While remuneration and other benefits are important, younger employees also
hope to work in a setting that helps them attain their non-material objectives,
such as doing good for society, and having a work-life balance, while also having
an enriching work life in which the values of the employer and employee are
aligned. In turn, CSR also helps generate employee loyalty through the creation

of better employee morale.

Third, CSR-committed companies are more likely to attract like-minded
CSR-conscious customers, suppliers, and other stakeholders who are drawn to
companies that understand the intrinsic value of CSR. This is because they will
be assured that their commercial interests, concerns, and expectations will be

addressed in a principled manner.
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Fourth, CSR is an excellent vehicle for risk management. Companies that care
about how they do their business will be subjected to less regulatory risk and
fewer ethical breaches, and less likely to succumb to conduct that is susceptible

to generating a negative reputation.

All these point to trust, which reiterates the point about business as values, and
about shared value creation. CSR can help “right-size” the way of doing business.
CSR is better appreciated if we recognise the theme of interdependence. The
business eco-system is not a zero-sum game. Goodwill, reputation, moral fibre,

and profits are made inter-dependently over the long term.

If we return to the premise that business is intrinsically a humanistic enterprise,
then maximising and giving full expression to positive human values cannot just
simply be about maximising profits. Instead, it has to be about ensuring that
the business world is able to further enhance those fundamental human values
instead of detracting from them. And that brings us to the fundamental question:
What is the purpose of business?

We have explored some prevailing perspectives of CSR. The aim is not to
determine the dominant approach in Singapore. It is more likely than not
that elements of all three broad perspectives indicated above are relevant in the
thinking and approach of many businesses in Singapore. At this point, it is useful
to examine the state of play of CSR in Singapore.
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2 The Landscape of CSR in

Singapore

Not surprisingly, as an important economic node, CSR has gained a fledgling
prominence in Singapore in the last few years. Yet there has not been any rigorous
debate and understanding over the scope of CSR in the Singaporean context,
the lack of consumer involvement and advocacy, and the role of business, state
and society in engendering support and awareness of CSR.? As the Singapore
government is a significant player in Singapore’s economy, it is perhaps not at all
surprising that it has taken on the role of a promoter and practitioner of CSR.

Hence, despite the lack of conceptual clarity, the CSR scene has acquired
tentative prominence and relevance. Much of the initial public discourse on CSR
was dominated by the state and the umbrella body of trade unions in Singapore,
the National Trades Union Congress (NTUC). As such, the government can be
described as the agenda-setter and agenda-manager of CSR in Singapore.

A key impetus for the nascent CSR movement in Singapore is the economic
imperative. As a trade-dependent industrialising economy, the economic
development drive — coupled with the need for international expansion — has
made it necessary for Singapore businesses to be cognisant of the growing CSR
movement in the Western, industrialised world. The government supports the
CSR endeavour with an instrumental bent, where CSR ideas and concepts are
adapted, incorporated and promoted in various sectors of the economy. The
government also implicitly recognises that CSR has the potential to engender
economic vitality and productivity through innovation, enterprise, competition,

skills, and investment.
The Singapore approach to CSR and its development is a hybrid model in which

the movement was initially government-led, with the baton subsequently handed

to quasi-government organisations in which the government is more than
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adequately represented. With the government taking the lead, that ensures that
the government maintains significant influence, if not control and authority, over
how CSR is perceived, promoted and regulated. In short, the government can
mould the CSR agenda to a certain extent, notwithstanding the transnational and
rapidly evolving nature of CSR. At the same time, there is significant cooperation
with the other key stakeholders, viz., employers and the trade union movement.

This cooperative-partnership approach ensures that the CSR movement is neither
overly-regulated nor heavily enforcement-based. Instead, this multi-sectoral
partnership reinforces the buy-in and mutual cooperation in the development of

the putative movement.

Finally, the hybrid model incorporates significant flexibility in which the
stakeholders of the CSR movement have autonomy to pursue their objectives
under the CSR umbrella without undue concern that the CSR climate is
becoming contentious. This is achieved by the government setting the norm and
tone for the development of CSR, in particular, one that is business-friendly and

does not strain the fabric of both the corporate and industrial sectors.

The Singapore government’s In a recent study on CSR report-
heavy investment in areas such ing in seven Asian countries,
as education and environmental ~ Chapple and Moon noted Singa-
protection has removed “the need
and stimulus for Singaporean
companies to do so themselves.”

pore’s relatively low level of CSR
penetration despite it having
the highest levels of economic
and social development among
the sampled countries (India, Indonesia, Malaysia, the Philippines, Singapore,
South Korea and Thailand).*” Chapple and Moon suggest that the Singapore
government’s heavy investment in areas such as education and environmental
protection has removed “the need and stimulus for Singaporean companies to do
so themselves.” The relatively large tax base, its economic success, and its small
geographical area (with no significant agriculture sector) may provide empirical
evidence that wealth dilutes the CSR imperatives. Yet, the Singapore experience
cannot be generalisable since similarly wealthy countries such as the US, UK, and
Japan have higher tax bases and yet have higher CSR penetration.

In this regard, it can be said that while awareness of CSR is apparently high
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among businesses and corporate executives in Singapore, that does not necessarily
lead to a similar level of engagement with CSR. In short, the performance gap
is not all that unusual given the state of flux in the institutionalisation of CSR

in Singapore as well as the competing understandings and perceptions of CSR.!

While the state has been tacitly encouraging in its support of CSR, it should be
noted that CSR has a somewhat ambivalent, if not patchy, presence in Singapore.
Indeed, CSR is construed as an omnibus term that covers many aspects of business
activity and its relations with society. It has become a catch-phrase justifying the
need for business to be involved in a variety of social activities and causes. As a

then junior Minister noted of the Singapore situation:

There are various stakeholders advocating different areas of
CSR. For example, NTUC advocates CSR from a workers’
perspective while the Consumers Association of Singapore
(CASE) promotes CSR from a consumer protection perspective.
The Singapore National Employers and Business Federations
(SNEF and SBF) and other chambers actively promote various
CSR-related programmes to their members. The Ministry of
Finance and the Monetary Authority of Singapore advocate

CSR from a corporate governance perspective.”

Clearly, CSR is interpreted in a fairly all-encompassing manner as it is regarded
as being of contemporary importance and supportive of the various imperatives
and policy initiatives. Beyond traditional and ubiquitous corporate philanthropy,
CSR has been spoken of and invoked in issues pertaining to corporate governance,
environmental protection, public relations, community engagement and social

cohesion, labour issues, and Singapore’s reputation as a trusted business hub.

The three key stakeholders in the CSR space in Singapore are the trade unions,
government, and employers. The employers are represented by the Singapore
National Employers Federation as well as the Singapore Business Federation. The
trade unions are represented by the umbrella body known as the National Trades
Union Congress (NTUC), a movement that is symbiotically and closely linked
with Singapore’s ruling People’s Action Party.” The government is represented by
the Ministry of Manpower and relevant statutory boards. The Secretary-General
of the NTUC has traditionally been a Cabinet Minister as well.
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In May 2004, with the governments implicit blessings, the National Tripartite
Initiative on CSR (NTI on CSR) was established as a national steering
committee to “embrace CSR as a coordinated national initiative — to view the
issues holistically and address any gaps at the national level.”** The NTT on CSR
includes key stakeholders from the business sector, unions, and the government,
including key stakeholders like the National Volunteer & Philanthropy Centre
(NVPC), CASE, Singapore National Cooperative Federation (SNCF), Singapore
Institute of Directors (SID) and relevant government ministries/agencies. It went
on to found the national CSR society, launched in January 2005, known as the
Singapore Compact for Corporate Social Responsibility (or more popularly
known as “Singapore Compact”). Singapore Compact describes itself as:

A national society in bringing the CSR movement forward in
Singapore. . . [and] functions as a multi-stakeholder platform in
recognising the role and contributions of all CSR stakeholders.

The terms of reference for Singapore Compact as indicated on its website are:

- Broaden the base for dialogue and collaboration between policy makers,
businesses, trade unions, the government, social partners, civil society, aca-
demics and other stakeholders on CSR;

- Create awareness among the stakeholders the value and importance of social
responsibility in helping the socially disadvantaged;

- Develop effective strategies and approaches to promote CSR in Singapore;

- Conduct research and surveys and highlight best practices and successful
examples on CSR;

- Establish a CSR Training Unit and offer learning, benchmarking, and capac-
ity building opportunities on CSR; and

- Facilitate the implementation and follow up of CSR through sectoral net-

works or other appropriate groupings.
Singapore Compact’s vision is “To be a dynamic network of stakeholders to
advance sustainability for global good.” Its tagline is “Working Together, Doing

Good.” Its declared mission is:

To be a credible and effective national society in promoting

greater awareness, best practices, sustainable development and
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excellence towards CSR in Singapore, using a multi-stakeholder
platform for wider collaboration through coordinated strategies

and implementation.
p

In establishing Singapore Compact, the tripartite system was replicated in the CSR
movement in Singapore. Constituted as a registered society, Singapore Compact
is meant to be “a platform in fostering dialogue and collaboration among various
CSR stakeholders” (as expressed in 2007). The society seeks to play “a pivotal role
in defining the direction and landscape of CSR in Singapore, and help Singapore
embrace CSR as a coordinated national initiative.”® It also provides a forum
for collaboration, support and sharing of information and good CSR practices,
and serves to facilitate the implementation and promotion of CSR through the
establishment of sectoral networks or other appropriate groupings. This tripartite
initiative aims to also provide strategic direction and overall co-ordination of
the various CSR programmes, including helping small and medium enterprises
adopt good CSR practices.*

The national dimension is also evident. Singapore’s CSR movement is a “national
tripartite initiative.” CSR is to be embraced as a “coordinated national initiative”
with issues dealt with at “the national level.” Singapore Compact is the “national
society” for CSR. It can be seen that the approach is very much a national one,

and one which is top-down as such.

Given the government’s interest in CSR for a variety of policy objectives, CSR
certainly has a growing presence in Singapore even as the profile is noteworthy
for its absence of any intense debate on the scope and implications of CSR for
business and its stakeholders. As corporate activity in Singapore is very much
organised and structured along Anglo-American lines, it is not surprising therefore
that an Anglo-American understanding of CSR holds sway. Nevertheless, the
stance in Singapore is one of evolving its understanding and practice of CSR.

Singapore’s national CSR body describes CSR, in a non-committal manner, as:

Businesss efforts to achieve sustainable outcomes by commit-
ting to good business practices and standards. While the concept
may be relatively new in the region, the actual practices and relat-
ed policies are not new. The key role and responsibility are often

discussed in the aspects of business, social and the environment.’”
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How has the government understood CSR? There is neither a significant
ministerial statement on CSR nor an official government policy statement or
national strategy on CSR. In the lead-up to the launch of Singapore Compact,
there were several speeches by Singapore’s junior echelon of Ministers on what is

CSR. Consider the following extracts from ministerial speeches:

Simply defined, CSR is about a corporation’s “social licence to
operate.” This licence is not granted based merely on financial
considerations. It is, in effect, an unwritten social contract.
Unless a company earns that licence, and maintains it on the
basis of trust, there will ultimately be negative commercial
implications. Consumers and employees will vote with their
feet. Financial bottom lines are therefore no longer the only
meaningful indicators of market success. . . . CSR has therefore
become more than an exercise in corporate communications
and traditional philanthropy. It is no longer simply about
handing out money and sitting back. Adopting a structured
approach to align business operations with social values is fast
becoming an indispensable principle of corporate management

and an invaluable business strategy.*®
Another junior Minister described CSR in the following manner:

The business of companies is to make money. But there are
many ways of making money. Some practices help individuals,
societies and countries grow and develop. Other practices exploit
and debilitate the workforce and degrade the environment.
CSR is about doing good even as companies seek to do well. It
is about showing that the two goals are complementary rather

than contradictory.”
However, it appears that the speeches were less frequent after the establishment
of Singapore Compact. In a November 2008 speech, Dr Vivian Balakrishnan,
the Minister for Community Development, Youth and Sports, described the

Singapore experience with CSR as follows:

What has been the Singapore experience in CSR? Since
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independence in 1965, our belief is that people are our
most valuable asset, our only asset. The key to our survival
was the creation of good jobs for our people. The role of the
Government has thus been to create a conducive environment
for job creation. One key advantage we had was the spirit of
tripartism where business, government and labour worked
together collectively to create good jobs. The key was trust
between all stakeholders, a deep commitment to fairness, a long
term view of issues and a practical approach to problem solving.
We didn’t invent the concept of CSR, but I would like to believe
that Singapore has been a working model of CSR before it even

became fashionable . . .

The best contribution businesses can make to society is to have
well-run businesses. They must accept highest standards of
corporate governance, and operate with the highest standards of
operational excellence to meet profit objectives while fulfilling
social and environmental goals. They must be prepared to
integrate into their business practices the interests and well-
being of their employees, and the well-being of the people and
environment in the communities in which they are operating.
CSR must be in the DNA of the organisation, at the heart of its

vision, mission, guiding values and principles.®

What is evident is that CSR is perceived as a sound business approach that helps
companies make money while doing good. It is also seen as being good for society.
Further, the harmony dimension and the importance of trust between the
employees, employers and the government is a subtle theme that undergirds
many of the government speeches on CSR. The thrust of the message is that an
appropriate CSR policy would benefit all stakeholders. The salient message is
also that a consensual approach (as opposed to a combative or adversarial one)
is necessary and desirable to deal with the challenges in the economic sector.
Through the social contract idea, CSR is also perceived to embody the symbiotic
relationship between businesses and their wider operating environment.
Interestingly, this is very much in line with the communitarian ethos espoused by
Singapore’s political leadership. Such a philosophy is also in sync with Singapore’s

conception as a stakeholder society.

THE LANDSCAPE OF CSR IN SINGAPORE 37



However, the push for CSR has been dominated by the business case for CSR
even as socio-political and cultural norms are relied upon to buttress the relevance
of CSR in various facets of Singapore life. Indeed, as was evident in Minister
Balakrishnan’s 2008 speech, CSR is seen as being essential to economic stability

and success as well as social justice.

On the other hand, there does not seem to be any critical discussion or concern
with the costs and implications on companies engaging in CSR. In this regard,
the promotion appears to be unbalanced. There is the need to widen the generally
narrow conception of CSR in Singapore which tends to focus on corporate
philanthropy and one-off community projects. Given the global footprint of
Singapore’s business and economic activities, this need to widen the conception

of CSR arises on two fronts.

First, the promotion of CSR understanding and action has to incorporate “global
corporate social responsibility” in which companies are responsible for their ac-
tions beyond their boundaries to include the supply chains.*" Second, CSR has
to engage the very issues that arise from doing business such as workforce dis-
crimination, labour issues, social unrest, sustainability concerns, and corruption

(grand and petty). These are challenging issues that are endemic in much of Asia.

To determine the business awareness and understanding of CSR in
Singapore, a baseline survey was conducted in 2008. The findings suggest
that CSR has a relatively low level of awareness and understanding. At one

level, it suggests that a lot more needs to be done to sensitise Singapore-

based businesses on CSR.

The First National CSR Survey*

Arising from discussions with the Singapore Compact for CSR on the above,
the Ministry of Trade and Industry (MTI) commissioned a national survey in
2008 to understand the perception of CSR among Singapore-based enterprises,
the importance of CSR to their business operations, their current state of CSR

activity, as well as their future plans and challenges faced.

A total of 507 Singapore-based enterprises were surveyed. They included local-

and foreign-owned companies, small and medium enterprises (SMEs), and larger
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enterprises, spanning a broad range of industries from agriculture to retail.”
Out of these companies, 70 per cent were SMEs and 64 per cent local-owned

companies.

The overall picture did not paint a dismal picture of CSR in Singapore. Neither

was the picture a glowing one.

On the overall perception of CSR in Singapore, a relatively low figure of four out
of ten enterprises surveyed were aware of CSR. Large enterprises, however, were
twice as likely to be aware compared to SMEs. Foreign-owned enterprises were
also more likely to be aware of CSR than their local-owned counterparts. This
variance can be accounted for, according to the survey, “partially attributed to

actions by their [foreign-owned enterprises] head offices.”

Exhibit 3.1: Awareness of CSR

Awareness of CSR %
Over all 40
By size
-SME 30
- Large enterprise 62
By ownership
- Local-owned 34
- Foreign-owned 55
- Joint venture 36

On the understanding of CSR, of those respondents aware of CSR, about half
of them had a specific understanding of CSR beyond the general sense that it
entailed businesses paying back to society, and could point to specific pillars of

CSR such as sustainable development and fair employment.
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Exhibit 3.2: Understanding of CSR *

Understanding of CSR %
General understanding:
“Pay back to society” 58
Specific understanding
- Sustainable development 24
- Fair employment 17
- Volunteerism I
- Corporate philanthropy 9
- At least one specific understanding of 53
CSR

On the importance of CSR, respondents generally felt that CSR was important to
their overall business strategy. Respondent companies which were aware of CSR,
as expected, were more likely to be affirmative of this. Three in five respondents
that were aware of CSR agreed that profitability, while important, should be
balanced by their contributions to the wider public good, as opposed to pure

profit maximisation.

Exhibit 3.3: Importance of CSR

Importance of CSR Respondents that were Respondents that

(Scale of 1 to 5) aware of CSR were not aware®

Scale point 1:
. 3% 22%
Not important at all

Scale point 2 6% 21%
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Scale point 3:
) 33% 39%
Somewhat important
Scale point 4 31% 10%
Scale point s:
P ’ 28% 7%
Extremely important

Exhibit 3.4: Importance of CSR to corporate philosophy

Corporate philosophy Respondents that agree

Maximise returns for investors while

. . 40%
adhering to all laws and regulations
Generate high returns for investors, but
balance this with contributions to the wider 60%

public good

This national survey is likely to be conducted at regular intervals. Although it
had a small sample size, the first survey gives us a useful baseline from which
growth and development in awareness, understanding, and practice of CSR can
be tracked. Given the low base that Singapore is starting from, the likelihood of
making significant improvements is real.

The Contours of CSR in Singapore

As mentioned earlier, Singapore Compact functions as the national CSR body to
formulate a coordinated strategy and bring about synergy among the stakeholders
in Singapore. From the outset, the tenor and mission of the officially-endorsed
CSR movement is premised on a collaborative partnership involving the key
stakeholders of business, unions and the government. What is noteworthy is that
the tripartite core set-up was assiduously maintained and welded into its founding

ethos even as the organisation is organised and run as a civil society organisation.*
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Such an organisational set-up emphasising the trinity of stakeholders suggests that
the pace and texture of the CSR movement in Singapore will be co-determined.
This tripartite regime engenders a collaborationist mindset and sensitises
the stakeholders to the issues and challenges of CSR posed to the different
stakeholders. Indeed, the CSR environment in Singapore is characterised by a
lack of overt contention, employers’ and businesses’ reticence in pushing the CSR
agenda, non-existent employee activism, and wariness of excessive government

regulation and enforcement.

In its short existence, Singapore Compact has purposefully occupied the strategic
middle ground and plays a pivotal role in defining the direction and landscape of
CSR in Singapore. As the primary vehicle to consolidate and strengthen existing
efforts as well as broaden the base for collaboration among CSR stakeholders
in Singapore, Singapore Compact aims to develop strategies to promote and
strengthen existing CSR efforts in Singapore, and the organising of networking

events, training and advisory programmes, and information services.*’

As the driver of the CSR movement in Singapore, Singapore Compact plays
a critical and significant role in Singapore’s on-going attempts to define the
meaning, ambit and role of CSR in Singapore in order to help distinguish
Singapore’s CSR agenda and ethos from that in Europe and North America. It
will also prevent outsiders (vis-a-vis the tripartite framework) from dictating or

defining what CSR could and should be in Singapore.

The government has emphasised that CSR must be contextualised and developed
in an autochthonous manner. This is demonstrated in then Minister of State
Vivian Balakrishnan’s speech in 2004:

Consequently, while the government supports the concept of
corporate social responsibility, we also believe that objective
measures of CSR must be formulated, which are transparent

internationally but based on local conditions after consultation

with all stakeholders.*

Given the potential for external influence in the moulding of Singapore’s CSR
agenda, the government also seeks to influence the debate and development of

CSR. It certainly does not want CSR to be a vehicle for contention between
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civil society and business as well as between business and government. There
is certainly an aversion to undue CSR activism on the part of NGOs and civil
society. The goal ultimately is to make Singapore a business-friendly place without
the hassle of such issues hogging the limelight, which would detract from the

business of generating profits.

What is also clear from the way the government has sought to manage the
CSR movement is its preference for tripartism, involving employers, unions,
and government in a “many helping hands” approach.” Taken together, such a
mindset incorporates a notion of collective responsibility involving the relevant
stakeholders. The role of the state is primarily to set out the policy framework,
and provide the infrastructure and resources necessary for the other sectors to
play their part in the CSR movement.

CSR and the Harmonious Society

In Singapore, the government approaches CSR with a strategic inclination.
Driven by pragmatism, the authorities are keen to make CSR work in Singapore’s
favour. Through Singapore Compact for CSR, Singapore is plugged into the
international network primarily through the United Nations Global Compact.
At a more local level, the manner in which CSR is promoted and practiced is
in accord with Singapore’s political and cultural values where the promotion of
social responsibility (individual and group), harmony, cohesion, and stability in

a multi-racial, multi-religious and multi-lingual society are very much valued.

In studying the putative CSR movement in Singapore, a sense of the values that
the state, in partnership with the business world, hopes to inculcate would be
evident.”® Indeed, while embracing the multiple stakeholders’ concerns with CSR,
the accent has been on socially constructing a paradigm in which these concerns
with CSR are seen as a vehicle for creating awareness, facilitating constructive
deliberation, and enabling meaningful dialogue to arrive at a consensus. This
means approach (as opposed to ends) to social construction consequently results
in CSR being conceptually endowed as a mode of self-regulation, in sync with

the currency of a voluntary, self-regulatory regime in Singapore.
CSR is portrayed as being facilitative of harmony in the business arena as well as

in the relationship between business, government, and society. CSR, as seen from

the Singapore perspective, encompasses philanthropy (cheque-book CSR), issues
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of corporate governance, as well as notions of equity and fairness in a trade- and
investment-dependent economy that is extensively plugged into the international
economic grid. By requiring businesses to take account of their economic, social,
and environmental impacts, CSR is valued and promoted as being in accord with
Singapore’s political values, wherein the focus on stakeholders, consensus, and
harmony are critical values. CSR is seen as a way of redressing some of the excesses
of capitalism. Given that Singapore is a multi-racial, multi-religious and multi-
lingual society, CSR takes on a significant hue in employment and industrial
relations.”® While there are no obvious indications yet, it is likely that CSR will be
contextualised to the local needs and the communitarian value-system so valued
in Singapore.” Cultural relativism and a communitarian-based understanding of
individual rights and obligations vis-a-vis the society are distinctive features of

the Singaporean communitarian approach towards governance.”

In its current embodiment, Singapore’s CSR movement is culturally appropriate to
Singapore. This particular self-image of consensus and harmony vis-a-vis issues and
conflict management requires a contextual understanding of Singapore’s governing
elites’ emphasis on values and culture in the governance of Singaporean society. In
this regard, the importance and influence of Singapore’s “Shared Values” on the
CSR regime in Singapore cannot be discounted. While no explicit link has been
drawn connecting the Shared Values* (viz., nation before community and society
above self; family as the basic unit of society; community support and respect for
the individual; consensus, not conflict; racial and religious harmony) to the CSR
framework, its significance lies in its subtle influence on imprinting the importance
of consensus and the avoidance of conflict placed by the state, which in turn pro-

motes the inclination to seek non-adversarial modes of dispute resolution first.”

Put more broadly, the Singapore approach is to arrive at a decision through consensus
rather than through confrontation. Given the gamut of issues that fall under CSR and
the sensitive nature of many of those issues, adopting the consensual approach makes

perfect sense as it is in sync with the overall governance philosophy here in Singapore.

The Shared Values can be likened to a national axiom of faith, a national ideology
of sorts. The intimate links between the five Shared Values are evident. With
regard to the CSR movement, the fourth shared value of “consensus not conflict”
is particularly salient and important as it is conducive to overall societal harmony.

It also reinforces the first shared value of communitarian interests and the needs

44 THE STATE OF PLAY OF CSR IN SINGAPORE



of the nation, community, and society before individual interests.

Cultural relativism and a communitarian-based understanding of an individual’s
rights and obligations in relation to the society are distinctive features of the
Singaporean elite’s conception of law and the legal system. This communitarian

understanding  of rights and
In Singapore, the CSR ﬁame- responsibilities shapes the tripartite

work, pivoting on the tried- approach to CSR in Singapore.
and-tested tripartite approach, Priotity is accorded to  the
Places a strong empbasis on advancement of community rights
preserving the fhf ade 0f a and interests over the individual. In

harmonious soci. ety. a paternalistic, consensus—seeking
polity, the ideal of harmony has
gained traction with the Singaporean political elite vis-a-vis the goals of good
governance. It is apposite to point out that the notion of rights accruing to any

stakeholder is not a significant part of the CSR discourse in Singapore.

In such a consensus-seeking polity, the idea and ideal of harmony has an affinity
with the Singapore government in its approach to governance. In Singapore,
the CSR framework, pivoting on the tried-and-tested tripartite approach,
places a strong emphasis on preserving the facade of a harmonious society. The
fundamental belief propagated is that the approach to CSR in Singapore is in
accord with Singapore’s cultural values and can ably assist in nation-building
through the promotion of harmony, social cohesion, and stability.

In particular, CSR in Singapore seeks to embody and nurture the already pervasive
ethos of consensus, harmony, and stability. Here, harmony and consensus are
pursued with a vengeance.’® In this regard, I put forth the view that the CSR
regime here is deployed as a putative form of dispute resolution mechanism. More
pertinently, the CSR regime and approach is to provide a pre-emptive management

of “combustible” issues in the CSR arena before they become hot-button issues.

One can discern a putative harmony ideology embedded in the CSR approach
in Singapore and this is in accord with the philosophy of social discipline that
is cherished and inculcated consciously in Singaporean society. CSR provides
the vital cog for business to play its part in contributing to the ideal of social

harmony. All these benefits accrue without the need for excessive regulation and
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cost-incurring enforcement, both of which are likely to detract from the business

of economic activity.

While there are no apparent governance deficits in Singapore society and business,
the Singapore government has taken on an active interest in the CSR movement
and its developmentas part ofits larger interest in governance. Given that economic
activity is of fundamental importance to Singapore’s survival, governance in the
economic realm, that is corporate governance, is critical and CSR is viewed as an
integral part of economic governance and part and parcel of the value creation
process. In essence, the government finds it useful and important for it to be
involved in the CSR movement. While its long-term strategy cannot be discerned
with specificity at this early stage, the Singapore approach coheres with Moon’s
premise that “CSR needs to be understood as part and parcel of a wider system
of national societal governance incorporating government institutions, business

organisations and non-governmental organisations.”’

Notwithstanding the initial economic impetus, the non-economic benefits of
and salutary effects of CSR accruing to Singaporean society is increasingly an
attitudinal mindset that has its attractions where policy makers are concerned.
Here socio-cultural and political objectives exert a prominent influence on the
promotion of CSR. A society with a preference for CSR, especially a series
of business practices agreed to by the key stakeholders, conveys a picture of a
harmonious place that is conducive to and facilitative of business operations
and harmonious living. Besides, such a society would have less contention,
with energy and resources meaningfully channeled towards what is perceived as

productive activity in the economic realm.

CSR provides an alternative and more malleable face to the Singapore govern-
ment’s placing importance on the community, and a viable front to the consen-
sus-seeking culture that is much encouraged in Singapore. In many respects, the
government is once again drawing from its own positive experience in industrial
relations where the abiding focus is on consensus, leading to industrial harmony
and stability for the common good. The interplay of culture, institutional design
and ideational aspirations within Singapore’s CSR framework reflects the way
Singapore has sought to manage and to regulate the CSR agenda. In seeking con-
sensus and stability, harmony is instrumentally utilised as a means and an end in

dealing with the CSR issues.
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3 Drivers of CSR in Singapore

Four key drivers of CSR in Singapore are identified and discussed in this chapter.
The first driver is the government. It has been prescient in seeing that CSR can
be the proverbial can of contentious issues, and has instead deftly moulded the
movement and developed its framework so that it is in the driving seat, albeit
through related parties. The second is the national effort to use CSR as a strategic
differentiator in the economic realm. This leverages on Singapore’s brand

reputation as a country with a sterling record for clean government.

The third driver relates to using CSR to enhance Singapore’s continued export
competitiveness. This is a pre-emptive approach to managing concerns vis-a-vis
the reality and imperative of Singapore’s export economy. If not appropriately
managed, CSR could, in time, operate as a non-tariff trade impediment and eat
into Singapore’s export competitiveness.

The fourth driver is the use of CSR as a catalyst for the regulation (in particular,
self-regulation), setting and reinforcing of the norms in governance and regula-
tion, especially in the business realm. In this regard, the utility of CSR as “soft
law,” if properly developed, can translate to soft power for a country so depen-
dent on foreign trade and investments.

Also on the table are two other potential drivers. The first is the ongoing
development of putative universal CSR norms via the ISO 26000 guidance
standard on social responsibility. The second is the scope to harness the potential

of CSR as a platform to generate commercial and social innovation.
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The Governance Driver: CSR and the Government —
Agenda-setter, Agenda-manager, Practitioner and Promoter
Although the tripartite approach is the accepted norm in industrial relations and,
now, in the CSR movement, it should be noted that the Singapore’s government’s
status in this corporatist set-up is primus inter pares (first among equals). It does
not need to assert itself strenuously under the tripartite approach but its subtle
influence and careful eye of the agenda is evident. Such a light-touch approach,
in essence, means that the government manages the pace of the development of
the CSR scene in Singapore, mindful of the concerns, expectations of needs of
the trade unions, employers, and society at large. At the outset, it is also clear that

the government sees itself as a promoter and practitioner of CSR.

In elaborating this dual role, the government has outlined the triple benefits. First,
the government can surface opportunities for which companies can reach out to
the local community and stakeholders. Second, the government will publicly
endorse and reward the efforts of socially responsible companies.”® Third, the
government supports CSR by striving to be a good practitioner of its principles

and thus sets the exemplar.

It is clear that governments can play a key role in standard setting as sustainable
CSR is about going beyond mere compliance, recognising and urging companies
to be mindful of their activities and impact on the wider operating environment.
Governments can play a facilitative role in motivating companies to act voluntarily
in raising the minimum standards of corporate conduct. Alternatively, they can set
appropriate standards by providing the right policy and institutional environment
through legislation, fiscal measures, and the endorsement of corporate socially
responsible conduct.”

The Singapore government recognises that CSR can complement legislation by
engendering the development of values and norms. Although the law is often
the lowest common denominator and tends to lag behind developments in
the social and business arenas, the government is sensitive to the severe limits
of a “command-and-control” type regulatory framework in a subjective and,
oftentimes, contentious area. The government is also not keen to have the CSR
movement in Singapore developing into one where the rights discourse is the
primary locus of engagement. Rather, the preference is for engagement on the

basis of accepted societal norms as well as a dialogue premised on responsibilities
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of the different stakeholders engaged in CSR. To put it briefly: a “responsibilities”
discourse that also facilitates a self-regulatory approach on the part of the key

stakeholders is preferred to a rights-based one.

What has so far characterised the Singaporean approach is a mix of minimal
intervention on the policy front and a careful management of the perceptions
of various interested parties in the CSR movement. Thus, regulation is minimal
and no CSR-related legislation is in the works. Instead, the preferred approach

is to make subtle and targeted
The government is also not keen interventions that  saliently
1o have tbe CSR movement in highlight the growing importance
Singapore developing into one of CSR while also ensuring that the
where the rigbts discourse is the sometimes over-indulgent activism

primary locus ofengagement. and confrontational aspects —
features of CSR in advanced

economies — are severely constrained. Even if regulation, broadly conceived, is
seen as desirable, it is likely that the regulatory framework would be characterised
by regulatory norms (rather than enshrined in mandatory laws) that have been

arrived at in consultation with the other stakeholders.®

Ultimately, the policy intent is to put the parties concerned on notice as to
the expected corporate behavioural standards that are legitimately agreed
upon, complied with voluntarily, and requiring minimal governmental
oversight. In Singapore, self-regulation by businesses is achieved through
complementary mechanisms including industry norms, social and market
forces at the domestic and international levels, and — to a lesser extent —
legal accountability. The intrinsic attraction of such an approach coheres
around a norms-based self-regulation appealing to the business sense of
making profits in a sustainable, reputable, and equitable manner. This
“carrot approach” also means that the government can wield the “stick” of
legislation and regulation if earlier efforts to induce the desired conduct are

unsuccessful.

For instance, in labour relations, CSR has been recently emphasised in a variety
of areas such as working conditions, work-life balance, and workplace health and
safety conditions. This variegated application of CSR, away from the ambit and

glare of collective bargaining arrangements, is presented as a winning formula for
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high-performance at the workplace. In turn, this CSR gloss is also touted as being
beneficial for corporate governance as well as improving the competitiveness of

companies and improving the quality of life for employees.!

There are many intrinsic and tangible benefits to the government being seen
as an active promoter of CSR in various facets of Singapore life. The close
association with the various concerns of CSR ensures that the government is
seen to be involved in issues, such as environmentalism, work-life balance, anti-
corruption, and philanthropy, that concern and appeal to the younger generation
of Singaporeans. This is even so when business is not conceived as a long-term
alternative to government in such areas, not least when there are no obvious
public governance deficits in Singapore. In addition, by being a promoter and
practitioner of CSR, the government is asserting a leadership role through

endorsing an equitable form of capitalism:

CSR is crucial for the achievement of sustainable and
fair economic development. Governments, NGOs and
management need to better appreciate the role of business
in society. We need to work out innovative ways to be
economically competitive, and yet fair to all stakeholders
and to the environment. The free market does not have to
be “soul-less” capitalism. Thus, the government’s twin roles
as promoter and practitioner are particularly important in
entrenching this attitude in corporations and the society at

large.®

By definition, CSR is not obligatory; the debate has centred on whether there
is an expectation that business engages in CSR. CSR in Singapore is implicitly
promoted as a complementary, rather than supplementary, approach to doing
business. Based on these beliefs, the Singapore government is keen to adopt a
non-regulatory approach in which compliance with voluntary standards is

central.

Another function of the government is to encourage corporations as well as small
and medium enterprises to engage in CSR more intensively and extensively. In
both aspects, the government acts as a catalyst. As David Vogel observes, “Civil

and government regulation both have a legitimate role to play in improving
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public welfare. The former reflects the potential of the market for virtue; the

latter recognises its limits.”*

It remains to be seen how the role of the government will evolve in the years
ahead. What is clear, however, is that the government will attempt a “whole-
of-government” approach where CSR is concerned. This is needed given that
CSR engages issues that are not strictly commercial/economic but also socio-
cultural and political. Indeed, these issues have both a domestic and foreign
audience as well and the Singapore government is loath to allow these issues to
become a fertile source of political mobilisation and contention over the status
quo. As such, policy coherence and integration are likely to be hallmarks of the
Singapore approach in its management of the CSR agenda within the domestic

setting.

The Strategic Driver: CSR as a Strategic Differentiator

Further to the propagation of the harmony ideology, CSR is also portrayed as
a feature of business activity that engenders distinct economic advantages. The
notion and ideal of ethical leadership in the political realm as a key competitiveness
instrument has been a key driver in Singapore’s economic competitiveness.®*
Ethical leadership, primarily manifested in Singapore’s relatively corruption-
free image, is promoted as an “X” factor that is a “key differentiator” giving

Singapore a competitive advantage.®

This differentiator is now rigorously applied to the business sector in Singapore
where a CSR-enabled environment is seen as having the capacity to provide
thought leadership in a society where the embracing of globalisation is seen as
vital for national survival. For example, Lim Boon Heng, then Secretary-General
of the NTUC, conceived of trade unions having a role in the formation of “ethical

capitalism.” He defined ethical capitalism as follows:

Atits heart [it] is not exploitative or adversarial, but collaborative
and consensual, seeking to build wealth that is equitably shared,
not amassed wealth for the privileged few’. The basic framework
of ethical capitalism is a perspective based on common values,
not adversarial relationships. Corporations serve stakeholders,

not only shareholders . . . .
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This vision, commitment, and drive for ethical leadership is also manifested and
marketed in the economic realm. As highlighted earlier, this arises from the belief
that an ethical stance in the business world is a distinct competitive advantage.®’
This goes beyond instrumentally using CSR as a corporate communications tool
and as a way of managing a company’s reputation and operational risks. In this
regard, Singapore is leveraging on its strengths of being a trusted brand in its quest
to develop Singapore into a trusted business hub. The following lengthy quote
from the Managing Director of Singapore’s Monetary Authority of Singapore

Ethical capitalism is not an emasculated form of capitalism. It is
robust, involving all stakeholders in responding to the challenges
of globalisation such as the widening income disparities within

and across nations.°

(Singapore’s de facto central bank) is illustrative of this view:

52

At the national level, the benefit of good corporate governance
and ethical behaviour is quite clear. Singapore’s strong reputation
as a trustworthy jurisdiction is a key competitive advantage in
attracting trade and investment, and in positioning Singapore as
a premier financial centre and business hub. When companies
based here are associated with the values of integrity and
credibility, they receive the recognition from global investors
who are willing to pay a premium for their strong branding
as trusted entities. Many companies, local and foreign, use
Singapore as the home base to raise capital, to site command
and control functions, and to engage in high value R&D and
marketing functions. When companies, which are the basic
building blocks of our economy, are associated with integrity
and reliability, we all enjoy the spill-over effects of their good
reputation. . . [L]et me reiterate that Singapore’s reputation as a
trusted business hub gives us a competitive edge. It allows firms
to differentiate themselves and to command a premium. This
trust can be sustained and enhanced, if we deeply embed these
in our system. Both external discipline and internal discipline
are important. They are mutually reinforcing, creating a high
norm of behaviour. The benefits accrue to the company, as well

as to the rest of the economy.®

THE STATE OF PLAY OF CSR IN SINGAPORE



In this regard, Singapore is also cognisant of the tremendous opportunities
in wealth management and philanthropy for its financial sector. Singapore
believes that as more companies embrace CSR in the domestic setting, the more
Singapore’s reputation gets enhanced as a brand name for trustworthiness and

reliability, in addition to its long-standing brands of efficiency and effectiveness.

A brief mention of a recent initiative that demonstrates the governments intent to
maximise Singapore’s reputation for trustworthiness and integrity will suffice. In
the 2007 budget, the government made modifications to the tax and charity rules
in order to facilitate giving (corporate and individual) from Singaporeans, and also
as part of the larger ambition to nurture the “emergence of philanthropic thought
leadership in Singapore.”® This is seen as an integral part of developing its lofty
ambitions for Singapore’s finance industry. More importantly, it suggests a reservoir
of confidence in capitalising on the economic dimensions of ethical and corporate

leadership.

The Pragmatic Driver: Export Markets

This study argues that the CSR drive in Singapore coheres with the government’s
pragmatic approach to governance broadly conceived. The government
recognises that globalisation has contributed to the rise and importance of CSR.
By 2005, Singapore was the ninth leading exporter in the world: its 3-per-cent
share of global exports was worth US$230 billion.”” With Singapore companies
venturing overseas, in tandem with the state’s efforts at consolidating the
external wing of the economy, concerns with supply chains take on increasing
importance. Besides, most of Singapore’s products, whether electronic, chemical,
or pharmaceutical, are exported to the economies of the developed world where

consumers in those markets have shown a greater appreciation and demand for

CSR.

It would be fool-hardy for Singapore companies to be naive or ignorant about
the CSR agenda as part of their business strategies. Hence, the business driver
acquires a significant profile in the government’s encouragement of CSR. This
was aptly put across by Lim Boon Heng, then NTUC Secretary-General:

CSR is also of concern to Singapore due to our position as a hub

for international businesses and the international expansion plans

of local companies and government linked companies. A lack of
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knowledge and management expertise in dealing with CSR issues

may impede our development.”

In particular, given the government’s cognisance of the centrality of CSR in the
European business realm, CSR is increasingly viewed as a source of competitive
advantage for individual companies and the international competitiveness of

Singapore:

The Singapore Government believes that properly crafted
CSR initiatives would improve both the quality of life and the
competitiveness of companies. . . Companies have grown to
recognise that their continued prosperity is dependent upon the

sustained viability of the community they operate in.”

Similarly, greater consumer sophistication, awareness, and expectation, locally
and overseas, have made CSR increasingly an issue Singapore companies cannot
avoid nor ignore. CSR plays an important part in addressing the concerns,
expectations, and demands of consumers, local and overseas, who increasingly
expect companies to behave ethically and to be socially responsible. Corporate
reputations can be undermined through a poor CSR approach and handling of
such social drivers. It is also useful for the state to be involved in CSR as many
issues under CSR are of interest and concern to young Singaporeans, especially
those born in the post-independence period, where post-material values and

concerns take on a larger importance.”

The managerial conception of CSR is one perspective that is emphasised under
the business case rubric for CSR. Given that Singapore is heavily dependent
on the export trade, free trade is much valued and the government fears that
protectionist sentiments globally (especially in the developed economies) may
result in CSR requirements becoming a non-tariff trade barrier. For instance, the
European Union (EU) may require certain minimum standards with regards to
products being imported such as certification that child labour was not used or that

a timber product was made from timber harvested from a sustainable plantation.
As such, it is beneficial for Singapore companies to be mindful of CSR concerns

when operating overseas, especially in the export of goods and services overseas, and

the management of supply chains. In this regard, Singapore through the relevant
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government agency, SPRING Singapore, is closely following developments
relating to the ISO 26000 guidance on social responsibility.”* The government
has stated that it will “help to ensure that Singapore-based enterprises are aligned
to any CSR standard which is adopted internationally. This in turn will ensure
that Singapore’s future trade flows are not hindered by technical barriers arising
from international CSR standards.””

The potential impact on Singapore’s companies from enhanced-CSR requirements
can be substantial considering that small and medium-sized enterprises (SMEs)
make up 92 per cent of all firms, account for employing two-thirds of the workforce
and generate 34 per cent of the gross domestic product in Singapore. Thus, it
comes as no surprise that SMEs, not just big companies, have a significant role to
play in addressing CSR needs. In view of ISO 26000, SMEs are a constituency
that the Singapore Compact and the government agencies have to engage closely
with vis-a-vis the CSR agenda.

CSR is also of concern to Singapore due to its position as a hub for international
businesses and the international expansion plans of local companies and
government-linked companies. A lack of knowledge and management expertise in
dealing with CSR issues may impede Singapore’s trade potential and development.
As European Union safety and health standards are enshrined in law, Singapore’s
exports are subjected to those legal requirements. These European standards have

a “profound influence on manufacturing in Asia and beyond.””®

In similar vein, as CSR increasingly embraces various social and political
issues, concerns, and trends, it becomes imperative for companies to
keep abreast of stakeholders’ expectations. As a McKinsey report argues,
“Companies must see the social and political dimensions not just as risks
— areas for damage limitation — but also as opportunities.””” Singapore
secks to tap the “first mover” advantage, as we shall see in specific niches
such as clean energy production. But this advantage is also conveyed in
generating the brand perception that Singapore-based companies are CSR-
enabled, adding weight to their relative competitiveness. While businesses
have traditionally adhered to national standards, the trends point towards
looking “beyond national boundaries to discover which standards to follow,
and perhaps to exceed.””® In this respect, it has been suggested that the

European Union will lead in product environmental standards, the United
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States in corporate governance requirements, while international non-

governmental organisations in human rights and labour rules.”

The Regulatory/Norm-Setting Driver: CSR as a Regulatory
Catalyst and Norm-Setter

In this study, I put forth the argument that CSR has a key and complementary
role to play in regulatory matters and in corporate governance. Corporate law in

most jurisdictions attempt to address three basic agency problems:

- Opportunism of managers vis-a-vis shareholders;

- Opportunism of controlling shareholders vis-a-vis minority shareholders;
and

- Opportunism of shareholders as a class vis-a-vis other corporate constituencies

including non-shareholder stakeholders.

Thus far, corporate law has been the mainstay in dealing with the transaction

costs that these agency problems present.

As Kent Greenfield notes of the American corporate scene, managers of most
large companies are prohibited by law from taking into account the interests of
the public in decision making, if doing so hurts shareholders.* This is no different
in Singapore. In all three areas, nonetheless, CSR can play an important role in
the protection of the public interest and of the company’s various stakeholders,
such as employees. In short, Greenfield argues passionately that companies
should create wealth for society as a whole rather than merely for shareholders
and executives. He believes that corporate law has a vital, if under-emphasised,
contribution to make.

In tandem with the emphasis on the triple bottom-line approach wherein a
business integrates environmental, social and governance (ESG) factors in
its operations, there is a growing awareness that such a corporate posture by
a company is very much in sync with the company directors having fiduciary
duties that take into consideration the impact of the business on the community
and the environment. In the UK, this development has been given impetus
by section 172 of the UK Companies Act 2006 which effectively codifies the
fiduciary duty of a company director to promote the “success” of the company.*!
This codification of the director’s common law duty to act in good faith in the
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company’s best interest necessarily means that the interests of stakeholders, and

not merely the shareholders, must be factored in decision-making.

The philosophical impulse is quite clear — the interests of shareholders to maximise
their profits from their investments in a business are deemed not to be at odds with
the interests of stakeholders. Further, the success of a business has to be viewed from
a long-term perspective as well. Indeed, the focus on short-term gains may very well
compromise the long-term economic value of the business. This can be understood as
the “enlightened shareholder value” approach in which the shareholder value would
be maximised where the interests of stakeholders are recognised and given effect to.
The corporate scandals in recent years emphatically demonstrate that shareholder
value is not exclusively about financial/economic indicators. Poor corporate
governance, gross ethical lapses, and lack of consideration for the environment can

result in reputational damage which, in turn, affects shareholder value.

This therefore requires a director to act in good faith with due regard to the
probable long-term consequences, the interests of employees, suppliers and
customers, as well as the implications for the environment and concerns of the
community at large. This would obviously include maintaining high standards
of reputation in business conduct. This legislative provision underlines the

importance of making decisions for the long term and factoring how they affect

shareholders and stakeholders alike.

In 2005, the United Nations Environment Program Finance Initiative Asset
Management Working Group commissioned international law firm Freshfields
Bruckhaus Deringer to clarify the legal limits of the discretion of institutional
investors to consider ESG issues in their investment decisions. Besides taking
financial considerations into account, the report, entitled A Legal Framework for
the Integration of Environmental, Social and Governance Issues into Institutional
Investment, took the view that institutional investors have some discretion to
consider ESG issues when making investment decisions.®” The report did not
provide any basis for investors to embark carte blanche on a moral crusade when
making investment decisions. Nonetheless, the report took the view that in most
jurisdictions, the law gives a wide discretion, encircled by general duties rather

than exacting standards.

Prior to this report, the view was that institutional principals and their agents —
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in particular, those who advocate a greater regard for ESG issues in investment
decision-making — were legally prevented from taking into account such issues.
The belief was that institutional investors had no legal obligation to take ESG
issues into consideration in their investment decision-making. They had no
fiduciary duty to take into consideration the impact of their decision with regards
to ESG concerns. Indeed, there was the view that investors were prevented from

doing so as they would otherwise be breaching their fiduciary duty.

However, the report found that the integration of ESG issues into investment
analysis, “so as to more reliably predict financial performance, is clearly
permissible and is arguably required in all jurisdictions.”® Far from preventing
the integration of ESG considerations, the law clearly permits and, in certain
circumstances, requires that this be done. To be sure, the extent of the discretion
would vary according to jurisdiction as well as the specific provisions within

individual fund agreements. But the trend lines are clear.

While activities and programmes that demonstrate commitment to CSR are important,
all too often businesses fail to realise that genuine CSR is fundamentally about values,
norms, and attitudes. These values, norms, and attitudes speak to how business is done
by a company. In many discussions on CSR, ethics is often mentioned only in passing.
This is highly problematic since CSR is fundamentally about ethical and responsible
conduct towards a variety of stakeholders.

While activities and programmes The discussion above highlights the
that demonstrate commitment to  role that CSR can play in corporate
CSR are important, all too oﬁm governance.®Indeed, the discussion
businesses ﬁll to realise that genu- suggests that CSR can regulate the
ine CSR is ﬁmm entally about risks of opportunism flowing from

values. no and attitudes the basic agency problems. CSR,
’ ’ not just embodied in codes of

conduct, but embracing the principles of fair play, transparency, accountability,
and responsibility, can reduce the opportunities and the opportunism for value-
reducing corporate behaviour. Value, increasingly, in the corporate world cannot
be just about pecuniary outcomes. It is widely regarded as encompassing both
pecuniary and non-pecuniary indicators since they both impact each other and
inform us how sustainable a business entity is. To nurture and sustain corporate

value, the role of values and norms are surprisingly under-estimated. We only
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need to look at the corporate world, locally and internationally, to note that well-
known, reputable business enterprises generate value based on their wholesome

corporate values and the quality of their products and services.

Ultimately, CSR is about trust. Capitalism needs trust to thrive. Together with
regulatory rules, CSR can provide the holistic approach in dealing with these
instances of opportunism. They will not entirely remove agency problems but
they can help minimise them.

In this regard, an innovative approach to shared value CSR # /z Porter and
Kramer can be in the area of corporate systems design. By devising alternatives
to shareholder-centric models of business that undergird much of Anglo-Saxon
capitalism, a more humane form of capitalism (where for-benefit is prioritised
over for-profit) could evolve.® Heavily shareholder-centric business models
structure and conceptualise companies and businesses as forms of property. Such
a perspective only panders to the temptation towards short-term thinking and
the objective where profits become the be-all and end-all. This tends to result in

unethical and socially irresponsible business conduct.

Indeed, socio-legal innovation, as an emergent manifestation of CSR and
entrepreneurship, is gaining traction. Social innovation entails, at its core, the
intrinsic and extrinsic need for social value creation. The law can be the catalyst of
change in instilling purpose in the business arena such that business, as an organic
entity in our community, does not face a false choice between profitability and
fulfilling other humanistic functions of business. This also speaks to sustainability,

an area of increasing importance in CSR initiatives and efforts.

In Singapore, there is a tentative recognition that CSR can have a quasi-
regulatory dimension. Indeed, this potential is increasingly recognised by
governments, regulators, and businesses around the world. CSR, if properly
practiced and imbibed within the DNA of a corporate or governmental entity,
seeks to move resolutely beyond a compliance (“checking boxes”) mindset to
one which recognises that effective corporate governance must have an ethical
spine in which the dimensions of responsibility, transparency, and accountability
are evident, recognised, and supported. In other words, it is not compliance for
compliance sake. Rather, compliance becomes the means to the ends of effective

corporate governance and ethical conduct.
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Second, prudent regulation and good governance are, in essence, about norms and
values rather than rules per se. Put simply, laws and regulations have an inherent
limitation with regards to ensuring compliance. However, if a company’s CSR
is meaningfully practised as a reflection of its ethical values, then the absence of
those laws and regulations would probably not make much of a difference. As
a standard setter, value-driven CSR is about going beyond mere compliance — it
rightfully privileges substance over form. It recognises and urges companies to be
mindful of shareholders and stakeholders, and the larger operating environment.
In many instances, there is scope for a tripartite partnership of business,
government, and civil society in dealing with contemporary challenges such as
poverty, discrimination, child labour, corruption, and human rights concerns
that present themselves in Asia.

This is certainly not to say that CSR, especially given its contested nature, is
the magic bullet to solve all corporate ills and malaise — if only it were that
simple! Like the demise of the American corporate giant Enron, the blue-
chip financial institutions that went bust in the recent financial convulsions
had one thing in common. All of them claimed to engage in CSR and
ostensibly (with much fanfare and publicity as well) subscribed to an ethical
way of doing business. But, in truth, as things have turned out, responsibility
was patently lacking in the way they operated. Their actions ultimately
spoke louder than the corporate spiel that provided the feel-good cover for
various corporate vices, including irresponsibility, fraud, and greed. The
issue is not whether companies should engage in CSR but how to practice
CSR. A pertinent consideration is the growing impact of international civil
society, traditional media and new media, anti-globalisation activists, and

shareholder activism on matters of CSR.

This study suggests that CSR can be operationalised as a mode of regulation and
governance in the corporate arena. The central argument is that good corporate
governance must move resolutely beyond a compliance mindset to one which
recognises that effective corporate governance must have an ethical background
in which the dimensions of responsibility, transparency, and accountability
are evident, recognised, and supported.

CSR’s ability to regulate and govern in the economic/commercial realm hinges

on its inherent strength as putative soft law, nudging economic players to focus
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on how profits are made within the overarching framework that recognises that
stakeholders and shareholders are crucial in making any business a sustainable
proposition. Profits are important but profitability is a sine qua non and of greater
importance in the business world, if we are to avoid the Keynesian aphorism
that “in the long run, we are all dead.” In these challenging economic times,
capitalism needs to be right-sized if it is to maintain its relevance, legitimacy,
and vitality. CSR can be the humanising force because it is grounded in moral
reasoning and leadership. It underscores the economic realm as an eco-system —

interdependence and trust are of crucial importance.

The thrust of this argument revolves around how CSR can help to incorporate a
robust sense of ethics and social responsibility in the business arena. The emphasis
should be on how ethical and responsible conduct can be mainstreamed, and
how society can encourage business to inject responsibility and wholesome values
in their activities. The question is not why we need corporate governance but
how to ensure corporate governance inculcates the appropriate corporate conduct
while ensuring that profits made in the short term do not threaten the framework
of long-term sustainability. CSR has a vital role in that regard in ensuring a

company’s sustained profitability.

At a more local level, CSR can be seen as a segue to the promotion of various
government initiatives ranging from labour relations to climate change to anti-
terrorism efforts. In labour relations, for instance, wage restructuring and the
enhancement of social safety nets are described as “good CSR practices and stan-
dards” even though the political imperatives behind them are more significant
in light of a rapidly aging population and the rise of a significant income gap in
Singaporean society.*® Painting these efforts as being in line with the CSR frame-
work, Lim added that “labour movement aims to build a better life for workers
through helping companies stay viable amidst the volatile business environment.”
What was left unsaid is that the government is cautious about taking a legislative
approach in trying to have employees and employers manage change in a rapidly
changing world. The preferred approach is for employees and employers to adapt
to the changes voluntarily and to agree on the changes in a consensual manner.

This use of CSR as a regulatory tool can be described as “CSR as soft law.”

CSR as Soft Law

When properly internalised, CSR urges a resolute departure from a compliance
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mindset to one which recognises that effective corporate governance must have
an ethical backbone in which the dimensions of responsibility, transparency,
and accountability are evident, recognised and supported. There are infinite
possibilities with regard to how laws and regulations might be circumvented. Too
much regulation would also invariably jam the wheels of commerce. As such,
policy-makers, law enforcement agencies, and the legal profession are fully alive

to the limitation of laws, rules and regulations.

All too often, however well intended, the inculcation of a rule-based, compliance
mindset may do more harm than good. Regulators tend to look at laws and
regulations as safety nets. However, such a rule-based regulatory regime, with
bright-line tests and detailed guidance tends to invite expedient interpretation by

corporate executives and audit committees.

Soft law can also be understood There is a patent need for the

as law in the embryonic stage development ofa post-conventional
0f fbrmation (Precursor of stage of moral development and
emerging hard law), or as reasoning wherein the economic
Pm'nciples and norms that players adopt an ethical perspective

migbt eventually consolidate and reasoning that factors in the

and contribute to the legal
interpretation of hard law...

interests of those affected based on
impartial and reasonable principles
(as opposed to the pre-conventional

stance of obedience driven by self-centred motivation and fear of punishment).

CSR, when embodied in codes of conduct and business guidelines, can oper-
ate as “soft law.” In the area of governance and regulation, the use of hard law
and, increasingly, soft law are the two main modes by which legalisation takes
place. Hard law is generally understood as “legally binding obligations that are
precise (or can be made precise through adjudication or the issuance of detailed
regulations) and that delegate authority for interpreting and implementing the
law.”®” Domestic legislation and international treaties are the tangible expressions
of hard law. For example, most corporate law-related legislations stipulate — in
varying degrees of clarity and precision — the proscribed acts of commission
and omission (obligations and compliance), the imposition of legally-binding
duties and obligations (accountability), and the punishment for transgression

(sanctions).
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On the other hand, soft law is less definitive and does not create enforceable rights and
duties. It includes a variety of processes that attempt to set rules, guidelines, or codes
of conduct that share the common trait of having non-legally binding normative
content that can have regulative, practical effects similar to hard law. As soft law
cannot be enforced by legal means, it cannot be relied upon as a basis for deterrence,

enforcement action and punitive sanctions.

However, soft law is flexible and has discursive power through its facilitative effort
to set normative standards and enable social learning. This is particularly useful
in situations of flux where persuasion and reflexive adjustment, rather than rigid
adherence or enforcement, are needed. Soft law can facilitate the internalising of
norms not yet embedded in hard law.® For instance, the ideational standards or
expectations first enunciated in soft law mechanisms can form the basis on which
the subsequent practical application of the hard law can acquire effectiveness,

efficacy, and legitimacy.

Soft law can also be understood as law in the embryonic stage of formation
(precursor of emerging hard law), or as principles and norms that might eventually
consolidate and contribute to the legal interpretation of hard law or become
legally binding rules themselves. In this regard, soft law can help knowledge,
norms and values to be framed strategically and dovetail with existing normative
frameworks. In this, soft law’s strategic potential is its “soft power.” Rather than
resorting to threats (in essence, the use of hard law) or payments (bribes), soft
power is the ability of a political entity to obtain what it wants by virtue of
being an attractive model.¥ It is this attribute of soft law that can facilitate the
socialisation, the formation of consensual knowledge, and a shared understanding

of the deep potential of CSR.

The utility of soft law instruments is its transformative capacity in socialising
stakeholders through a consensual and confidence-building process. More directly, soft
law speaks to reason and understanding, strives to develop consensus, and encourages
the internalisation of desired values and interests. Lawrence Kohlberg’s three levels of
moral development help demonstrate how soft law’s iterative, quasi-prescriptive nature
can engage cognitive and informed responses in developing a nuanced regulative

response to a societal challenge, demand or threat (see Exhibit 4.1).”
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Exhibit 4.1: Lawrence Kohlberg’s Stages of Moral Development

Level 1: Pre-conventional Stages
(1) Punishment and obedience
orientation

(2) Instrumental and relative
orientation

- Obedience driven by self-centred
motivation and fear of punishment;
little awareness of others

Level 2: Conventional Stages

(3) Interpersonal concordance
orientation

(4) Law and order orientation

- Expectations maintenance vis-a-vis
peers, family, and other communities
characterised by loyalty to group
and its needs and norms; greater
awareness of the individual vis-a-vis

the group

Level 3: Post-conventional Stages
(s) Social contract orientation

(6) Universal ethical orientation

- Ability to adopt a perspective that
factors the interests of those affected
based on impartial and reasonable
principles
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Generating Norms and Catalysing Social Learning

The soft-law approach is complementary and helps to make up for the inherent
limitations of hard law. It is futile for Singapore or any other country to legislate CSR.
Hard law is prescriptive and puts in place minimum standards for compliance. The
force of hard law lies in its deterrent power for those motivated by a self-absorbed
avoidance of punishment. However, given the contested and pliable nature of CSR,
enforcement is challenging. Besides, if we adopt the understanding that CSR is

voluntary, then legislation cannot deal with “optional conduct.”

On the other hand, being pre-emptive in approach, soft law instruments such as
voluntary guidelines, codes of conduct and best practices, if properly internalised,
encourage and facilitate compliance. While the aspiration is to go beyond
compliance, soft law is seen as being more effective and efficient since it urges
principle-based conduct. This approach is more likely to have greater traction with

stakeholders and be sustainable through its calibrated response.

Hard law approaches, like those in compliance-based regimes with sanctions spelt
out, tend to elicit reasoning and responses that are primarily egocentric, denomi-
nated in self-centred terms of avoiding punishment, compliance with an author-
ity, and group norms (levels one and two of Kohlberg’s moral development). Soft
law approaches encourage the progression towards a Kohlberg level-three moral
development in which a person is able to adopt a perspective that factors the
interests of affected parties based on impartial and reasonable principles. When
successfully imbibed, soft law approaches result in society being able to attain the
post-conventional stage of moral reasoning in which critical and reflective reason-
ing are dominant. We should not view hard and soft law in binary or antithetical
terms as they complement each other in enlarging CSR’s capacity for “lite” regula-

tion as well as to socialise the corporate citizenry on socially responsible conduct.

The foregoing discussion underscores the centrality of regulation and governance
and getting the balance right in the current economic climate. Ultimately,
prudent regulation and good governance are primarily about norms and values
rather than rules alone. As a standard setter, values-driven CSR is about going
beyond mere compliance — it privileges substance over form. It recognises and
urges companies to be mindful of shareholders and stakeholders, and the larger

operating environment. Following developments in advanced economies in
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North America and Europe, CSR has acquired renewed vigour in the corporate
landscape in Asia, where the notion of corporate credibility, linked with Aow
a company conducts its business and makes profits, is of growing importance
and urgency. Perhaps the most significant development on the CSR front is the
introduction of ISO 26000: 2010, Guidance on Social Responsibility on November
1, 2010. The efforts by the International Organization for Standardization (ISO),
in collaboration with a variety of international partners, to provide the ISO
26000 guidance standard for social responsibility marks a significant milestone
in the development of CSR.

This approach to CSR as a quasi-regulatory mechanism is exemplified in the
United Kingdom. In the UK, the Department of Business, Innovation and Skills
(BIS) spearheads the British governmental effort in CSR. BIS states that:

The UK Government approach is to encourage and incentivise
the adoption of Corporate Responsibility, through best
practice guidance, and where appropriate, regulation and fiscal
incentives. Specifically, we see CR as the voluntary actions that
business can take, over and above compliance with minimum
legal requirements, to address both its own competitive interests

and the interests of wider society.”

Further, the national effort in the UK towards CSR has been given impetus by
the new section 172 of the UK Companies Act (enacted into law on November
8, 2006) which codifies the fiduciary duty of a company director to promote
the “success” of the company. This is the principle of “enlightened shareholder

value.”

This recent codification of the director’s duty to act in good faith in the company’s
best interest necessarily means that the interests of stakeholders, who may not
necessarily be shareholders, must be factored in decision-making. In turn, this
requires a director to act in good faith with due regard to the probable long-
term consequences, the interests of employees, suppliers and customers, as well
as the implications for the environment and concerns of the community at large.
This would obviously include maintaining high standards of probity, propriety,
and reputation in business conduct. This legislative provision underlines the

importance of making decisions for the long-term and factoring how they affect
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shareholders and stakeholders alike. The growing accent and importance placed

on sustainability concerns is abundantly clear.

While activities and programmes that demonstrate commitment to CSR are
important, all too often, businesses and law firms fail to realise that genuine
CSR is fundamentally about values, norms and attitudes towards a variety of
stakeholders. These values, norms and attitudes speak to how business is done.
In many discussions on CSR, ethics is often mentioned only in passing or given
lip service treatment. This is problematic since CSR programmes and initiatives
that lack an ethical backbone will not be sustainable and impactful. In fact, they

undermine the raison d’etre of CSR.

ISO 26000 — CSR as a Putative Legal Regime?

The International Standards Organization’s use of “social responsibility,” rather
than CSR, is deliberate. Social responsibility applies universally, not just to private
companies but extends to governments, non-profit entities, and professional
industries as well. The ISO 26000 guidance standard was formally published on
November 1, 2010 and is for voluntary usage. Unlike other ISO standards, ISO
26000, while not a certification standard, may evolve into one.”

What is noteworthy is that the ISO 26000 guidance standard secks to help
businesses, NGOs, governments, the labour movement, and other stakeholders
internalise the desired norms and values of social responsibility. By virtue of
its inherent flexibility and potential discursive power, ISO 26000 can facilitate
the setting of normative standards and enable social learning about social
responsibility. As discussed earlier, this is particularly useful in the sphere of
CSR where persuasion and reflexive adjustment, rather than rigid adherence or
enforcement, are needed. The ideational standards or expectations enunciated
in such guidelines and industry-wide codes of conduct can subsequently form
the basis on which the practical application of the law can acquire effectiveness,

efficacy, and legitimacy.

More directly, soft law speaks to reason and understanding, strives to develop
consensus, and encourages the internalisation of desired values and interests. The
structural power of hard law in rules and regulations is often not only reactionary

but also grossly inadequate as a means of pre-emptive, adaptive socialisation and
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social learning prior to, during, and after corporate crisis. The reality is that the

law cannot always deal adequately and in a timely manner with ethical issues that
relate to CSR.

Thus, ISO 26000 can be treated as a soft-law instrument wherein it sets the
ideational standards or expectations of socially responsible conduct. Over time
and with frequent use, this guidance standard would very well form the basis
on which the practical application of the hard law can subsequently acquire
effectiveness, efficacy, and legitimacy. As discussed earlier, soft law’s utility is in
socialising stakeholders through a consensual and confidence-building process.

There is a need for Singapore to take ISO 26000 seriously. This is notwithstanding
it being a guidance standard. It should not come as a surprise if foreign companies
or countries, especially in the European Union and North America, require their
business partners to be “ISO 26000-compliant.” There is no need for ISO 26000
to be a certification standard first before it can be used in the business world. What
is likely to happen is that, with the passage of time, as the ISO 26000 guidelines
gain wider acceptance and acquire a broad-based legitimacy, it is possible that the
ISO 26000 guideline might eventually become a certification standard. Singa-
pore-based companies can take the initiative and strive to be ISO 26000-compli-
ant and seize the first-mover advantage, or risk being found wanting when ISO

26000 evolves, in the fullness of time, into a certification standard.”?

As was mentioned earlier, given Singapore’s heavy dependence on the export
trade, it is a legitimate concern whether CSR-type requirements, including ISO
26000, could operate as non-tariff trade barriers. The introduction of ISO 26000
even as a guidance standard highlights the urgency for Singapore companies to
be ahead of the market on CSR issues. The government needs to scale-up its
efforts in educating and helping Singapore-based enterprises to measure up to
any international CSR standard which is adopted globally or regionally. This will
ensure that Singapore’s future trade flows are not hindered by “technical” barriers

arising from international CSR standards.

CSR as Social Innovation and a Platform for Social
Innovation

Implicit in Porter and Kramer’s arguments and the companies they cite, is that
CSR can be the driver by which business and society are, as they should be,
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symbiotically and synergistically linked. A strategic approach to CSR also yields
another advantage: that of catalyzing innovation.

As strategic CSR is driven by the motivation and the imperative to generate
shared value for both business and society, business operations informed by a
genuine commitment to CSR will catalyze innovations with economic and social
value. In turn, this will open new frontiers for business possibilities. Indeed,
social innovation, as a manifestation of CSR and entrepreneurship, is gaining
traction.”® Social innovation entails, at its core, the intrinsic and extrinsic need
for social value creation. This also means that it is not innovation purely for the
sole purpose of innovation. Social innovation has to result in enhanced reliability
of a product or service as well as new capabilities and capacities for the service
provider and the end-user.”” This also speaks to sustainability, an area of increasing
importance in CSR initiatives and efforts.”

There is a need fbr Singapore to To further encourage this
take ISO 26000 sem'ously_ development of CSR as a shared
It should not come as a su,pm‘se value and a crucible of innovation
g’fforeign companies or coun- and productivity,” business and
tries, especially in the European
Union and North America, re-

quire their business partners to
be “ISO 26000-compliant.”

society have to engage in continual
dialogue with their stakeholders.
This engagement can help business
meet human needs while society
also appreciates the user-driven
innovation that businesses are so adept at providing. In this regard, innovation is
not just a business necessity, but also encompasses a social dimension in which
business and society are interlinked and interdependent. This potential and
imperative for cross-sectoral collaboration is essential to the urgent quest for
bringing back the much-sidelined human values as the core of business. Together,
they can help redirect capitalism towards the common good, and help ensure a

sustainable future.

Too often, CSR is predominantly driven by the corporate (“C”) element such
that the social (“S”) and responsibility (“‘R”) dimensions are relegated or ignored.
Notwithstanding that the term CSR is contested, CSR strategy can be potentially
innovative and of immense societal value if it simultaneously embraces all

three elements (i.e., the dimensions of C & S & R). It would be fruitful to
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conceptualise and to promote CSR as one form of social innovation. CSR, as
it is currently conceptualised, is seen as falling squarely in the business domain.
This is an unduly narrow and self-limiting reading and application of CSR. What
often follows is a situation in which other stakeholders take a peripheral, rather

than collaborative, interest in CSR.

Given the autochthonous tendency in Singapore’s CSR regime and approach,
there may well be an impetus for CSR in Singapore to be better approached and
viewed as a form of social innovation. Innovation is needed in situations of need
and opportunity. The challenge is for Singapore-based business enterprises to
determine what and where the needs and opportunities are, and how to address
them. To be sure, while there are unmet needs in Singapore, the situation here is not
as dire as in many of the developing Asian countries where there are tremendous
unmet needs and societal issues such as poverty, systemic corruption, human
rights abuses, and severe environmental degradation. Viewing and practicing
CSR as social innovation can help energise the somewhat passive CSR scene in
Singapore. By emphasising the quality of social value accruing to society (and
business) and the process of innovation, CSR can potentially be more meaningful,

sustainable, and attract a larger buy-in from stakeholders.

By putting CSR as a business activity that concerns and involves all stakeholders,
we can potentially raise the benchmark of what CSR is. Further, such a conceptu-
alisation also urges business and its stakeholders to recognise that CSR embraces
not just corporate sponsorship for a cause but includes the generation of ideas, the
inculcation of values, and the nurturing of collaborative relationships in a mutu-
ally beneficial setting. In the process, this makes CSR endeavours sustainable and

integrates them into the core business activity of any capitalist enterprise.

Singapore’s attempt to ride on climate change concerns suggests that the Singapore
government is alive to the role that CSR can play within a multi-stakeholder
approach. The developments there suggest that responsibility and innovation
in that realm can engender economic benefits arising from a commitment to
innovation and competitiveness. Although Singapore is a non-Annex 1 signatory
to the UN Framework Convention on Climate Change (UNFCCC) since 1997,
it only acceded to the Kyoto Protocol (the primary international agreement on
climate change) in April 2006.%
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Singapore’s initial reservation with acceding to the Kyoto Protocol was over
its ability to manage greenhouse gas emission levels in a manner that is not
harmful to economic growth. However, in recent years accession has become
viable with the tremendous potential demonstrated by Singapore companies
specialising in environmental technologies. Singapore aspires to be the research
and development hub for environmental and water-technology in Asia.”” Here,
we see the economic dictates apparently taking precedence over environmental
and CSR concerns.'”

Singapore’s approach to climate change is instructive of the likely approach to
CSR. While a detailed examination of Singapore’s philosophy and management
of climate change is outside the scope of this study, the principles subscribed to
by Singapore in this area are instructive of Singapore’s reflexive approach to CSR.
While cognisant of CSR as a virtue, the government is alive to CSR as a political
and economic imperative. It is this resoluteness to seize the opportunity in light
of prevailing global concerns that Singapore has wielded CSR as both a virtue
and an imperative, alongside the opportunities for business and the Singapore
brand-name generally.

At the United Nations Framework Convention on Climate Change (UNFCCC)
conference in Bali in December 2007, Prime Minister Lee Hsien Loong argued
that the post-2012 framework cannot use a one-size-fits-all approach. Instead, he

proposed three principles in moving beyond a post-Kyoto Protocol framework:

- That the climate change framework “must have the commitment and partici-
g
pation of all countries, under UNFCCC auspices”;
- That the climate change framework “should recognise the vital importance of
g g
economic growth”; and
- 'That the climate change framework must take into account differences in national
g

circumstances and constraints.

Of greater significance is how Singapore is seeking to capitalise on
alternative fuels and other environmentally friendly products as the next
great “disruptive” technology. The developments following its accession to
the Kyoto Protocol have been rapid and significant. In March 2007, the
government announced that it was investing in research into the production

of viable solar power.
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Leveraging on Singapore’s investments and commitment to science and
technology as an engine of growth, Singapore is confident that it is well
placed to occupy this niche, deliver the necessary innovation, and reap
the economic dividends. It was reported that the seed money of SGD170
million “could result in an industry worth SGD1.7 billion and employing
7,000 people by 2015”.'°" In April 2007, the government announced that
it planned to develop Singapore as a centre for research in environment
sustainability “to develop knowledge and technologies for addressing global

concerns.”'%?

What is the role of CSR and how will it be deployed? Given the high profile
concerns on climate change, businesses will have to become more mindful
and sensitive of their environmental footprint. It is foreseeable that products
and services will have to pass muster in terms of environmental standards,
and companies held accountable for their environmental stewardship (or lack
thereof). Furthermore, Singapore is heavily dependent on fossil fuels for its
growing energy needs and is a key manufacturing hub that exports most of its
products.'® In this potential threat regime to exportability, Singapore sees an
opportunity to make significant inroads in its quest to be an innovation hub.'*
As Thomas Friedman observed of green technology: “You can’t make a product
greener . . . without making it smarter — smarter materials, smarter software or

smarter design.”'?”

Singapore’s success in exploiting clean water technology has reaped economic
dividends as well as increased self-sufficiency in meeting its need for water
supplies.'® For Singapore, it believes that this success can be replicated in other
areas related to the environment, viz., clean energy. Again, Singapore is relying
on another tripartite partnership — one involving the public, private, and the
people sectors in pushing for environmental sustainability. Using environmental
sustainability as a prism and an independent variable, the response has been

unabashedly pragmatic.'””

First, the government has urged businesses to rise up to the challenges of climate
change and to commit themselves to pragmatic environmentalism. Second, it
has signalled its commitment to promote clean-energy research and grow the
industry. It has also embarked on devising long-term strategies to help reduce

Singapore’s environmental footprint, but without imposing undue restrictions
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on its economic growth.'” Third, it has emphasised its resolve that there is a
trade-off in going green and that countries cannot be expected to go green for
merely altruistic reasons. A universal approach that does not take into account
the diverse national circumstances is untenable for Singapore’s policy-makers.
Economic growth cannot be sacrificed for green objectives. Hence, in the area
of environment-related CSR concerns, the indications are already there for a
moderate approach steering away from legislation but encouraging voluntary
adoption of higher standards. In some respects, the accent on a reflexive type of
regulation, based on a learning process that is conscious of the balance and trade-

off between corporate interests and societal concerns, is apparent.

As the government manages the agenda tightly, it would be easy to pin the blame
for any deficit in the CSR movement to it. At one level, this is plausible. But,
this does not detract from the reality that most Singapore-based businesses treat
CSR as optional, and the government is content not to unnecessarily stoke the
enthusiasm. This confluence of factors, added to the fact that unmet needs here
are seen as falling under the purview of the government’s “Many Helping Hands”
approach in which the corporate sector has a small footprint, means that CSR
here is very much focused on corporate philanthropy. The major challenge going
forth in the promotion of CSR efforts in Singapore is to have Singapore-based
businesses determined to successfully integrate CSR into its entire business
operations, and where CSR is a key driver of corporate strategy.'”

Nonetheless, prospects look optimistic. This is partly because of the growing
signature of CSR globally. And because Singapore is plugged into the global
economic grid, CSR will take on a concomitant growing importance. The crux
of the matter here is: Should we be proactive about it or should we just react
to changes? It makes sense to take stock of trends and be ahead of the curve.
Further, because the government recognises the potential of CSR, the key support
it provides only enhances the prospects for CSR in Singapore.

Singapore should take the CSR bull by its horns and embark on a national CSR
policy and strategy. Whether it would instrumentally generate economic returns
or not, this study has shown that CSR can drive change in many areas and taking
a principled and value-driven approach can only accentuate the benefits that can
be gained from a full engagement with CSR.
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4 Developing the CSR scene

By putting CSR as a business activity that concerns and involves all stakeholders,
we can potentially raise the benchmark of what CSR is. Further, such a
conceptualisation also urges business and its stakeholders to recognise that CSR
embraces not just corporate sponsorship for a cause but includes the generation of
ideas, the inculcation of values, and the nurturing of collaborative relationships in a
mutually beneficial setting. In the process, this makes CSR endeavours sustainable

and integrates them into the core business activity of any capitalist enterprise.

It is pertinent to note that many discussions of CSR do not adequately emphasise
the importance of values even as they urge companies to seek shared value in
their CSR endeavours. The importance of values cannot be under-emphasised.
For a company’s CSR strategy to create “shared value,” “shared values” vis-a-vis
the business and society is a necessary precondition. For instance, a shared value
strategy could be as basic and intuitive as implementing environmentally friendly
and work-life balance practices. However, if the company does not believe or is
not committed to being environmentally friendly, then its efforts in that area
are more likely than not going to be unsustainable. Simply put, true CSR is

ultimately about ethical and responsible conduct.

The operating environment is often neglected when ethical transgressions occur.
We should not blame people for outcomes over which they have little control. This
does not take away from the fundamental principle of individual responsibility
but it draws attention to how systemic, organisational, and individual factors

collude and prevent us from acting in the best traditions of capitalism.
Two brief recommendations are put forth on developing the CSR scene in the

short term. The first is CSR reporting, and the second relates to businesses
collaborating with other parties in their CSR efforts.
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Corporate Social Reporting

For most companies involved in CSR, a very helpful first step is to aggressively
promote CSR reporting. Given the importance of CSR and the expectations of
stakeholders, many companies in Europe and North America now publish reports
on their CSR processes, activities, and commitment. These reports are either
published as part of their annual report or as separate reports. Such reports cover
a gamut of areas and include items such as business ethics, corporate behaviour,
corporate governance, risk management, employee policies, community

involvement, and environmental protection measures.

Corporate social reporting serves a useful role in that it is the company’s statement
on what its commitment to CSR is, how it is seeking to fulfil those commitments,
and the extent to which the company has incorporated the principles of
corporate social responsibility into its everyday business practice. There are

i volved various reporting formats used
Where a company is tnvocve depending on the sophistication

in Signiﬁ“lnt CSR reporting, of the company’s CSR profile. One
it means that the company of the most popular and accepted
is Teddy to stand by its reporting format is that of the
performance in the social and ~ Global Reporting Initiative.'"”
environmental spberes. It also Increasingly, serious reporting of

demonstrates its readiness to CSR will require companies to
manage risks that are non- measure the impact of their CSR
conventional in nature. activities.

A brief mention of a company’s exemplary commitment to reporting would
be helpful. Timberland started reporting on key CSR performance indicators
on a quarterly basis in 2008."" The company believes that this represents “an
evolution in our CSR reporting process from static data presentation to dynamic
information exchange; from corporate statement to stakeholder engagement; and
from delayed annual reports to quarterly updates.” This high level of disclosure
and reporting is a tangible and committed expression of stakeholder awareness
and collaboration. Further, it provides invaluable feedback loops to help it

measure and critique where it is on its CSR journey.

Where a company is involved in significant CSR reporting, it means that the

company is ready to stand by its performance in the social and environmental
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spheres. Italso demonstrates its readiness to manage risks thatare non-conventional
in nature. Currently, Singapore does not require mandatory sustainability
reporting, a proxy measure of sorts of CSR efforts and commitment.''? However,
in August 2010, the Singapore Exchange (SGX) issued a “Policy Statement on
Sustainability Reporting” and a proposed Guide for its listed companies to use in

formulating their sustainability reporting. The SGX explained that:

With increasing global attention being paid to issues of
environmental protection and social responsibility, investors are
looking beyond companies’ standard financial and corporate
governance reporting to their management of environmental
and social matters. Investors who lead world opinion expect
listed companies to be accountable for their financial results,
how they achieve the results, and what impact they have on
the communities within which they operate. SGX encourages
more listed companies to commit to sustainability practices and

reporting.

... While SGX adopts a progressive approach on sustainability
reporting, regulators in other jurisdictions exercise varying
approaches. Some Exchanges have mandatory reporting
requirements, whereas others advocate voluntary disclosure.
In some jurisdictions, sustainability reporting is a statutory
requirement.'"

The SGX affirmed meaningful sustainability reporting as integral to “a
holistic approach towards corporate disclosure.” The SGX is adopting an
incremental approach to sustainability reporting. After a period of public
consultation, the SGX issued the “Policy Statement on Sustainability
Reporting,” supplemented by the “Guide to Sustainability Reporting for
Listed Companies” on 27 June 2011. Some of the main principles articulated

in the Policy Statement and Guide include:'"*

- The Board’s responsibility for matters of sustainability;
- As part of comprehensive risk management framework and the performance
measurement system, environmental, social and governance considerations,

and their holistic integration, are important for the long term performance
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of the company;

- A company should use appropriate reporting standards for its industry, loca-
tion and circumstances;

- No single standard is advocated but applying global standards is important
for cross-jurisdictional comparsions and to motivate SGX-listed companies
to achieve global best practices; and

- External verification for independent assurance and increased stakeholder
confidence is recommended to add credibility to the performance data and
information in a company’s sustainability report. At this stage, sustainability
reporting is voluntary. SGX is of the view that as more companies become
inspired to adopt sustainability reporting, it will be natural to take the next

step on guidelines and standards leading to rules.

At this stage, sustainability reporting is voluntary. SGX is of the view that as more
companies become inspired to adopt sustainability reporting, it will be natural to

take the next step on guidelines and standards leading to rules.

Partnership with Other Organisations

Given the increasing expectations placed on businesses in tackling global
issues such as poverty, climate change, and human rights, businesses are now
collaborating more with other stakeholders ranging from civil society, inter- and
non-governmental organisations, and academic institutions to help enable their
CSR programmes to attain meaningful impacts. The media is also included in

many of the CSR engagement efforts.

Beyond the concern with export markets, the Singapore Governmentis also keen to
develop thought leadership in the non-profit sector as part of the larger economic
strategy of being a cosmopolitan city for top talent and new enterprises. To this
end, the Economic Development Board (EDB) established the International
Organisations Programme Office to champion the effort to facilitate the entry
of international non-profit organisations (NPO) keen to expand their reach
and activities in Asia.'” It has established the Tanglin International Centre as a
dedicated international NPO cluster to enable NPOs to share expertise, network
and collaborate. At the opening of the Tanglin International Centre, the Minister
for Community Development, Youth and Sports stated Singapore’s intent to

be a node and partner to co-create solutions for Asia in critical areas such as

DEVELOPING THE CSR SCENE 77



sustainable development, environmental conservation, public health, peace and

security:

To address critical social issues, international and local NPOs
need to co-create and adapt solutions for the Asian context.
We [Singapore] hope to be a base to facilitate cross-sector
collaborations to create solutions and tackle the multitude of
social challenges in Asia. As the international NPO community
grows, we hope that Singapore will continue to be a springboard
for non-profits to develop capabilities, manage their regional
operations, and deliver their programmes to bring positive

social change into Asia.'®

Collectively, joint collaboration helps raise the profile of these global and local
issues while also enabling CSR programmes to generate better outcomes.
Cooperation can also take place at the level of companies joining other companies
in the same industry to develop voluntary standards or codes of practice with
help from experts in NGOs and support from governments.

For instance, the Canadian government observes that such efforts can be “a useful
way to develop a common understanding of best practice in complex operating
situations and in establishing performance benchmarks. By following such
standards, companies will be able to enhance their reputation. They can also
improve relationships with contractors and suppliers, boost consumer confidence

and improve risk management.”"”
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s Conclusion

If we are to reconceptualise business as maximising and giving full expression
to positive human values, then business cannot be just about making profits.
Instead, it has to be about ensuring that the economic enterprise is able to further
and enhance those human values, rather than detract from it. Responsibility is
one value that has been marginalised in the relentless search for profits.

American President Barack Obama emphasised responsibility in his presidential
inauguration address in January 2009: “Our economy is badly weakened,
a consequence of greed and irresponsibility on the part of some but also
our collective failure to make hard choices and prepare the nation for a new
age.” His prescription for the ill: “What is required of us now is a new era of
responsibility.”!'® It was an overdue reminder and spoke of the need for a values-

based leadership in the business world.

Responsibilig/ is one value that It is oft-forgotten that to serve
bhas been marginalised in the markets and society would be to

relentless search f'm, proﬁts. serve the shareholders of businesses.
Adding value to stakeholders and

society will also benefit shareholders. Capitalism is not a zero-sum game. Profits
are a legitimate objective but business also has a larger purpose of ensuring long-
term profitability. This can only come about through capitalism that is inherently
responsible and mindful that it has the capacity to do good or wreak havoc at the
systemic, organisational, and individual levels.

As an emerging global norm and with the proliferation of instruments for
measuring different aspects of CSR, CSR’s impact on individuals, businesses, and
countries is potentially significant in the years ahead. It is likely that companies

and countries that are able to leverage on society’s concern with how business is
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done will reap significant benefits. It is a sign of the times. With the government’s
tacit but strong backing, the fledgling CSR movement in Singapore would do
well to remain ahead of the curve. In trying to have a handle on CSR as a global
norm, Singapore is essentially taking a pre-emptive approach in gaining an
understanding of the trends, changes, and implications where CSR is concerned.
It also made a pre-emptive strike against CSR being a contentious issue. In so

doing, it has preserved the business-friendly environment in Singapore.

This study has tried to show that the government’s promotion of CSR makes
economic and political sense in Singapore. Indeed, the CSR promotion by the
government demonstrates quite well that CSR initiatives can substitute for
governmenteffort (thatis, obviate direct government regulation and intervention).
It can also complement government efforts in various areas from business to
social welfare as well as legitimising government policies. These reasons hold
resonance in the Singapore context, especially when CSR both complements and
supplements government efforts in various policies. Such a partnership approach

enhances the efficiency and effectiveness of those efforts and policies.

Even as CSR has a role as part of the government’s preoccupation with governance
systems, Singapore is still some way off from institutionalising CSR. It is also
crucial to recognise that CSR is not seen as a conduit for mobilising corporate and
social change. Nevertheless, the role of the state and its passive encouragement
of CSR are important because of its catalytic effect on the legitimacy of CSR as

a facet of business life.

It is clear that the state does not encourage an over-exuberant conception of
CSR, opting instead for a more cautious, risk-management approach to CSR.
Given that CSR can impose business costs and engender a robust civil society,
the government is acutely aware of the double-edged sword of CSR and would
be mindful of rightsizing the ambit of government, business and societal relations
vis-a-vis CSR. For the moment, the Government’s approach is to encourage and

highlight CSR best practices and engage in moral suasion.

Much as centralised power of the state and a legalistic approach in governance
are fundamental attributes in many facets of Singapore life, CSR in Singapore
retains a distinctively non-legalistic ethos. The preference for the generation of

norms, voluntary adoption of standards, and a subtle distrust of civil society
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remain important in considering how the CSR movement will evolve. What is
certain however is that the government will take a light touch approach towards

managing the CSR movement in the foreseeable future.

This study has demonstrated that the Singaporean approach is characterised by
the tripartite approach that emphasises the four Cs of consultation, consensus,

collaboration, and civility. A sec-

Given that CSR can impose ond feature is the enhancement of
business costs and engender a capacity-building through Singa-
robust civil society, the govern-  pore Compact, the national CSR
ment is acutely aware of the body which partners closely with

double-edged sword of CSR and  the government, to enable Singa-
would be mmdﬁd ofrigbtsizing pore to keep abreast of develop-
the ambit ofgov ernment, ments globally. Again, the hallmark

business and societal relations - . o
vis-a-vis CSR. oreign partners (in particular, the
UN Global Compact) is evident. A

third feature is the promotion of low-level CSR conception among the stake-

of collaboration with local and

holders. A putative feature is the increasing attention shown to the possibility of
developing Singapore as a CSR hub in which best practices and high ethical stan-
dards are leveraged upon to profile Singapore as an attractive place to do business
especially when it relates to the business need for trust and integrity.

It is perhaps a cliché to say that we live in a world that is now characterised
by interdependence. The dominance of the business world, the renewed forces
of globalisation, global supply chains and the urgent importance of dealing
with climate change mean that CSR takes on greater importance to ensure that
business continues to be of benefit to society. The cynicism that many people

have towards CSR is perhaps not surprising.

The blandness and generic quality of CSR as it is currently practiced by most
Singapore-based companies reveal a tendency to game stakeholders” expectations
and to spin-doctor how society ought to feel about business. CSR, going forward,
has to expand the core purpose of corporations to being more than just concerned
with the oft-misunderstood maxim that “the business of business is business.”
Given the global challenges that face us today and the central feature of business

in our lives and economy, the role of business in society cannot be so narrowly
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circumscribed. In these extraordinary times, CSR epitomises equilibrium, and
speaks to how business and society can co-exist and thrive. To conceive of CSR as
being about charity and philanthropy is long outmoded and grossly inadequate
in the twenty-first century. Indeed, a company’s CSR posture must reflect the
evolving values, norms and expectations of society vis-a-vis the private sector. Put
simply, business is a humanistic enterprise, a moral economy that we ignore to

our collective peril.
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