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Summary

This thesis essentially presents three works, onedch chapter, whose common denominator is
the focus on strategic Corporate Social RespoitsifiCSR). The concept of strategic CSR refers to
the possibility to generate socio-environmental dhiés while at the same time contributing to the
improvement of firms’ competitiveness. The contenapp creation of shared value for the company
and the society becomes possible if CSR is intedrat the company’s strategy. In particular, if CSR
commitment drives the innovation of the company'sdoicts or processes (generating the so-called
CSR-driven innovations), this can result in thewasitjon of new market areas or customers’ segments

or in an improvement of the company’s cost leadprshdifferentiation strategy.

Thus, the thesis aims to contribute to the liteatdebate on the integration of CSR into
corporate strategy, with a focus on the role thabvation can play in this perspective. Startirapfra
review of existing literature two main gaps haverb&ound: i) the role played by formal tools rethte
to the implementation of CSR in fostering its imgn into corporate strategy is controversigino
research explored the managerial and organizatfantdrs that may support companies in translating

their CSR commitment in product, service, or predasovations.

The thesis aims to fill these two open issues, Hmatefore has a twofold objective: i) to
investigate the relation between the integratio€8R into strategy and the formalization of CSR, in
order to understand the role played by formal tdalsthis integration; ii) to explore the main
managerial and organizational aspects of CSR imghation that can favor the generation and

development of CSR driven innovation.

The first chapter is dedicated to answer the figesearch objective. With this aim | investigated
the CSR strategy of eleven companies in order &byaa the role they attribute to CSR formal tools.
The results of the analysis put in evidence thsterce of a group of companies (that | addressed as
innovators) whose CSR strategy is mainly centered in the iniowaof their core products and
processes in response to social and environmessia¢s. The empirical analysis conducted in the firs
part of the thesis suggested the choice of thdestapse study where to explore the organizationdl a
managerial enablers of CSR-driven innovations. rEselts of this second part of the thesis undatline

the importance of partnering with the nonprofitteedn an open innovation perspective. This result



informed the last part of the investigation, thas ldeepened the thesis of profit-nonprofit partripss

as sources of innovation, analyzing in particufer business and social outcomes they could generate
The structure of the thesis is as follows.

Thefirst chapter contributes to the literature debate on the rod tbrmal tools related to CSR
implementation can play in integrating CSR intopayate strategy. According to Porter and Kramer
(2006) the majority of companies have a ‘cosmapiproach to CSR. This is based on the adoption of
formal tools such as sustainability reports andcathratings, used only with cosmetic purposes, iand
the implementation of several sporadic CSR initeginot related to the companies' core business. Th
authors suggest to move to a different approacB3®, more integrated in the strategy of the firm,
which could create relevant strategic advantagesuexer, they do not clarify the role that formabl
can play in a more integrated approach and previkeigture contributions provide controversial
positions on this topic. Given the existence of thpen issue, the aim of the first chapter is tidbfo
Firstly, to investigate if it is possible to reaan high level of integration of CSR into corporate
strategy, without a comparable level of formaliaatiSecondly, to investigate which roles, beside th
cosmetic one, companies attribute to formal toelated to CSR. Based on a theoretical framework
made up of the main theories used in literaturexjolain companies' CSR commitment (institutional
theory, resource dependence theory and resoures vésw), | analysed and compared eleven case
studies of large Italian companies. The researattpout that integration and formalization levelay
be not aligned, but this happens only under specifcumstances. In general, companies depending on
their different features and approach to CSR, nsey/formal tools to integrate CSR in their strategy
and mission. In particular, these tools may featditthe creation of a shared culture and vision of
sustainability, the management and reduction outegmnal risks, and the improvement of the

innovation strategy of the firm.

In the second chapterl focused on CSR - driven innovations, that aréndd as product,
process or market innovations that address sociahwvironmental concerns and in turn create new
business opportunities and competitive advantagensidering the strategic relevance of these
innovation in mediating the relation between CSRcotment and business advantages, this chapter
studies what a firm can do, from a managerial aigar@zational point of view, to foster and improve
the development of CSR-driven innovations. Basedaosingle, explorative case study regarding

IntesaSanpaolo, the largest bank in Italy, whosR G®ategy is largely based on the development of
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such innovations, the reseacrh identifies and disesi those aspects that seem to facilitate the
development and launch of CSR-driven innovatiorfsese aspects are discussed and interpreted by

drawing upon established theories in the field 8RCand innovation.

In the third chapter | studied the collaborations between firm and mofiporganization that
represent a source of shared value for the busarebthe society. Particularly, integrative parshgrs
(Austin, 2000), as the highest strategic level ollaboration, facilitate the coming up of NPOs
potential in fostering the development of busines®vations. Based on the analysis of four case
studies, this chapter aims to underline the pagtitis of integrative profit-nonprofit partnerskigP-
NP) that have an innovation outcome, in terms afesth value creation. In particular, | wanted to enak
evident how a P-NP collaboration direct to generat@vation can be an effective way to create value
both for the company and the society at large.rtteoto provide a comprehensive overview of the
topic, each analyzed case studies concerned otiee afifferent kind of innovations outlined by the

Oslo Manual (OECD, 2005): product/service, procesaket and organizational innovation.
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General introduction

Evolution of CSR

The roots of the concepts of CSR can be tracedateB’s book “The social Responsibility of
Business Man” (Bowen, 1953). In this book the aufmmvides the first modern contribution to the
CSR topic by proposing a definition of the socedponsibility of the businessmarit fefers to the
obligations of businessmen to pursue those polittesiake those decisions, or to follow those lofes
action which are desirable in terms of the objeediand values of our sociétfBowen, 1953, p.6).
The social responsibility movement was born in W&gere other social movements, including civil
rights, women'’s rights, consumers’ rights and theérenmental movement, spread out. In parallel with
its explosion, strong opponents to this conceptbeg arise. Thomas Levitt (1958) was worried about
the danger of corporate social responsibility, ifeathat CSR could have detracted attention toifsrof
Friedman (1970) objected to the raising concepioofal responsibility that in a free economy (styie
“there is one and only one social responsibilitybokiness —to use its resources and engage in
activities designed to increase its profits so l@asgit stays within the rules of the game, whickois
say, engages in open and free competition withegeption and fraud(Friedman, 1970, p.126).
Supporting the previous critics, during this higtal period ‘social responsibility was driven primarily
by external, socially conscious motivations, angibesses were not looking for anything specific in
return” (Carrol and Shabana, 2010, p.87).

In the following years the CSR construct evolvad] a major attention began to be dedicated to
the output of social initiatives (corporate so@atformance, CSP hereafter) (Wood, 1991). According
to Wood (1991, p. 693), CSP is ‘business organization’s configuration of prineplof social
responsibility, processes of social responsiverass,policies, programs, and observable outcomes as
they relate to the firm’s societal relationship$his focus on results put the basis for the stigation

of the potential link between CSR and corporatarfmal returns.

Moreover, real business cases such as Enron oellimp2002 attracted the attention on the
potential costs of irresponsibility (Petrick ande@r, 2003), giving an impulse to the studies reigar
the link between CSR and competiveness. Thus, aonentation toward CSR was emerging, that can
be synthesized in the well-known expressiddothg good to do well'{Vogel 2005, pp. 20-21), which

refers to the possibility to reconcile businessdién and social responsibility. The possibility to



pursue simultaneously social responsibility and fthi&llment of the company’s business strategy is

synthesized in the concept of “strategic CSR" wiHl be discussed in the following section.

Strategic CSR

The concept of ‘strategic philanthropy’ emergedasponse to the increasing criticism to CSR,
accused not to create value for the company arghéseholders. The concept was defined by Logsdon
et al. (1990) asthe process by which contributions are targetederve direct business interests while
also servicing beneficiary organization@.95). In 2002 Porter and Kramer in their stubncerning
“The Competitive Advantage of Strategic Philantrbgigcuss the existence of an area of ‘convergence
of interests’ between social and economic benefltampanies can obtain this convergence focusing
philanthropic investments on the key success faatbthe competitive context: for example, they can
use donations to train local human resources ineldping countries, thus obtaining both an
improvement of local educational rate and econateielopment, and the availability of skilled work
force. Cause-related marketing initiatives, thatsist in associating the company’s products tocagato

or environmental cause, is another exampleodfit-maximizing CSR(Baron, 2001).

Porter and Kramer in 2006 extended this discuds@n strategic philanthropy to strategic CSR,
looking not only at the strategic impact of donaticand sponsorships, but the whole perimeter of
possible CSR initiatives. They analyzed the linkneen competitive advantage and corporate social
responsibility. In their study the authors encoeragmpanies to adopt an operational approach to
CSR, that evolves from a responsive approach ttaéegic one. Responsive CSR consists in good
corporate citizenship and reducing the negativeactgpof the company activities. Strategic CSR goes
even further. it is about choosing a unique position—doing thidigféerently from competitors in a
way that lowers costs or better serves a particidat of customer neédand consists ind small
number of initiatives whose social and busines®fisnare large and distinctive(Porter and Kramer,
2006, p. 11).

This advantages are achievable if the company G3iRkied to the company strategy: the more
CSR initiatives are central with respect to the pany business, the more they can provide business
advantages (Burke and Lagsdon, 1996). On the b#ed,”the more closely tied a social issue is to
the company’s business, the greater the opportuaitgverage the firm’'s resources and capabilities,
and benefit society(Porter and Kramer, 2006, p.11). According testhew approach the interests of

all the company’s stakeholders and its sharehollerso more in contrast (Kurucz et al. 2008; Ténca
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and Zsolnai, 2009) and the creation of value faiedy is simultaneously the creation of businedaeva
(Berger et al, 2007). This concept of shared vahgation has been explicitly restated in the recent
work of Porter and Kramer (2011), where they deftneot as $ocial responsibility, philanthropy or
even sustainability, but [as] a new way to achiegenomic succesgPorter and Kramer, 2011, p. 65).
Moreover, it has been formalized by the Europeaimtrwhich explained in the renewed EU strategy
2011-14 for CSR, that the aim of CSR isndximizing the creation of shared value for their
owners/shareholders and for the other stakeholdard society at large(European Commission,
2011, p.6).

Two major streams of research emerged from theeginaf strategic CSR. Firstly, academics
investigated the integration of CSR into busingésstesgy, which is necessary to obtain major busines
advantages from CSR commitment. Secondly, theyskedwon the possibility to reconcile CSP and
corporate financial performances (CFP hereaftenletstanding the strategic relevance of using CSR
as a driver of innovation in order to reconcile C&R®nmitment and competitiveness. The following

section goes into details of these two topics amdedines the open issues still existing in literat

The integration of CSR into strategy

The strategic approach to CSR opened a wide dejatBow to integrate CSR issues into
corporate strategy. The European Commission pusirapanies in this direction. In 2001 Green Paper
“Promoting a European framework for corporate domsponsibility”, the European Commission
defined CSR asd' concept whereby companies integrate social anir@mmental concerns in their
business operations and in their interaction witleit stakeholders on a voluntary bds{&uropean
Commission, 2001). A decade after, in the renewddsiEategy 2011-14 for CSR, the Commission
again stresses this necessity to integrate CSRtaaiggy: Enterprises should have in place a process
to integrate social, environmental, ethical, huntaghts and consumer concerns into their business
operations and core strategy in close collaboratianth their stakeholders, with the aim of:
maximising the creation of shared value for theimers/shareholders and for their other stakeholders
and society at large; identifying, preventing andigating their possible adverse impat{&uropean

Commission, 2011, p.6).

Thus, scholars and practitioner face the diffiakiiallenge to understand how such integration
can be reached. As a consequence, this processrategization’ of CSR (as defined by Sharp and

Zaidman, 2009), has been widely discussed in titeza



Scholars proposed different frameworks that illtstthe path companies should follow to reach
the integration between CSR and strategy (DentcB@05; Porter and Kramer, 2006; Maon et al,
2009). All these frameworks agree on the necessitgentify an overlapping between the company’s
most critical stakeholders’ needs and its core aianries and key success factors. On the badissof t
overlapping, the company can develop an expliciRGHategy which should be coherent with its
mission, and identify KPIs that inform the achiews of CSR objectives driving a process of

continuous improvement.

Analyzing these frameworks, what still remains eaclis the role that formal tools used in the
implementation of CSR (i.e. as ethical codes, suatdity report, certified management systems,
quotation on ethical ratings, etc.) can play inititegration of CSR into strategy. Perrini and Mao
(2008) empirically investigated this process otgration within a medium family-owned enterprise.
They describe the shift from a ‘sunken’ to a marerfalized approach to CSR as step in this process,
that occurs in four dimensions: value contagion &wminalization, reporting, communication and
control and certification. Other authors defined tormalization of CSR values and principles (Porte
and Kramer, 2006), the communication of CSR efftimteugh sustainability reports (Maon et al, 2009)
or the adoption of certified management systemsdd@ek and Bowen, 2007) as steps in the

integration of CSR into strategy.

However, these tools have also been strongly zgticfor their scarce managerial utility (Perrini,
2006), for having only a ‘cosmetic’ function (Portend Kramer, 2006; Hooghiemstra, 2000), or for
even reducing company’s efficiency since they resgai major bureaucratic effort (Miles and Munilla,
2004). According to Fassin (2008, p.37%rinalization can even be counterproductive’achieving

the integration between CSR and strategy.

Thus, the first open issuédound in the literature debate regarding thealdrtopic of strategic

CSR concerns the role played by formal tools relatethe implementation of CSR in the integration

of CSR into corporate strategy.

The role of innovation

The strategic approach to CSR also gave raise teeraus contributions trying to assess the
impact of CSR performance on the firm's competitiees and financial performance. The literature
reviews made by Margolis and Walsh (2003) and gxyit(2003), however, underline that authors did

not reach a shared conclusion regarding the topic.
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According to a recent interpretation, the positinBuence of CSR on competitiveness can be
explained recurring to a ‘broad view’' of CSR (adired by Carrol and Shabana, 2010). This view,
consistent with the ‘syncretic’ model proposed tsrder et al (2007), does not only value CSR if it
provides direct financial benefits (narrow viewlt lalso take into account the indirect influencat th
CSR can have on financial performance. CSR, fomgk@, can positively affect customers’ trust,

which in turn can have a positive influence on coape financial performance (Pivato et al, 2008).

The role of mediating variables in explaining thetation between CSP and CFP have been
deeply investigated, particularly with respect tmavation. McWilliams and Siegel (2001) have
empirically demonstrated that the contradictoryultssobtained regarding the relation between CSR
and CSP are due to the existence of an omittedharipositively related both to CSP and CFP, ithat
innovation. This mediating effect of innovation iles the existence of a positive relation between
CSR and the innovation performance of the firm. Tdesons for this positive link can be traced back
primarily to company strategy. CSR can be integateds part of a differentiation strategy that also
implies an investment in research and developm&stnoted by McWilliams and Siegel (2001, p.
608), ‘many firms that actively engage in CSR are alssyng a differentiation strategy, involving
complementary strategic investments in R&BMore specifically, investments in CSR can getera
push towards innovation with the aim to enhance'sbeially responsible attributes’ (Cumming et al,
2005; Pavelin and Porter, 2008; Wagner, 2010) efabmpany’s products and services. These new
products and services, that hdj/e.]some sort of social purposk..]” and are'[...] driven by values
for the creation of social products and servic@dacGregor and Fontrodona, 2008. p. 14) are lalel
in the literature a€SR-driven innovationd his concept refers tdle use of social, environmental or
sustainability drivers to create new ways of wogkinew products, services and processes, and new
market space(Keeble et al, 2005: 3).

CSR-driven innovations can explain the positiveactpf CSR on profits (Maxfield, 2008). Hull
and Rotemberg (2008), for example, showed thataratp social performance enhances financial
performance by allowing the firm to differentiatad that this effect may be moderated by innovation
Surroca et al (2010) examined the effects of a’éinmtangible resources (innovation, HR, reputation
and organizational change) in mediating the refstiip between corporate responsibility and findncia

performance.
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Also the European Commission underlines the rol€ ®R as a driver of innovation and its consequent
positive role in contributing to achieving the $égic goal decided in Lisbon in 200@o“become the
most competitive and dynamic knowledge-based egprianthe world, capable of sustainable
economic growth with more and better jobs and greaocial cohesion”.In the “Renewed EU
strategy 2011-14 for Corporate Social Responsybibits presented at the end of October 2011, the
Commission encourages companies dgglore the opportunities for developing innovatpreducts,
services and business models that contribute t@lsaellbeing and lead to higher quality and more
productive job% (European Commission, 2011, p.6). According te @ommission, this approach to
CSR is fundamental fomiaximizing the creation of shared vdluéEuropean Commission, 211, p.6)

for both the shareholders and stakeholders ofdhgany.

The previous literature review underlines the ini@ace to translate CSR commitment in the
development of new products, services and processssare able to create a social or environmental
benefit while contributing to the company’s competiness. Despite the strategic relevance of this
issue, | found a second gap academic literature: within the numerous stsdiegarding the
implementation of strategic CSR, no investigatiatdrassed the problem of how to manage and

organize CSR activities in order to favor the gatien and development of CSR-driven innovations.

Organization of the thesis
The present work aims to contribute to existingréture on the broad topic of strategic CSR
through the investigation of the integration of CBE company strategy, with a particular focus on

the role that innovation plays in this perspective.

In particular the thesis has the objective to asklthe two major open issues identified in the

previous paragraphs, analyzing:

* The role that formal tools related to the implenagiph of CSR can play in the process of
integration of CSR into corporate strategy

* The managerial and organizational enablers of C®FRud innovation, and the role played by
nonprofit organizations in the development of inaion leading to both business and social

values

The logical sequence of the thesis developmeihiigallowing.
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The investigation starts (chapter 1) from the riewiof existing academic contributions on the
integration of CSR into company strategy, and anftrmal tools that companies may adopt in their
process of implementation of CSR. Starting fromséhditerature review, the research aims to
contribute to the literature debate on the roleygdiaby formal tools in the integration of CSR into
strategy. The investigation is conducted at thbtlgf a theoretical framework built upon the main
theories used in literature to explain companiesirmdment to CSR: the institutional theory, the
resource dependence theory and the resource ba@sedof the firm. The analysis is carried out
comparing eleven case studies of Italian large diramosen because of their presumably high
commitment in CSR. The analysis has underlineceigtence of several operative functions of formal
tools, beside the cosmetic one. Among them, CSRidbtools, in highly integrated companies, also

represent a support to the innovation strategh@tompany.

The first part of the thesis led to the identifioatof a group of companies whose CSR strategy
mainly results in the innovation of their core puots and processes. This result informed the sefect
of the single case study used to explore the secsek of the thesis (chapter 2): the analysis of
managerial and organizational aspects of CSR imghtation that can foster the development and
success of CSR-driven innovation. The results efédhkplorative case study of Intesasanpaolo were
interpreted at the light of established theoriesnabvation and corporate social responsibilityeop
innovation, structural ambidexterity and stakehottieory. The support of these theories improved th
robustness of the findings provided by the emplirscealyiss, despite the scarce generizability ef th
single case study methodology.

Within the managerial enablers of CSR-driven intisvaemerging in the second chapter, the
creation of long-term strategic partnerships wit@ honprofit sector resulted a distinctive elemédt
deserved further investigation. Thus, in the last pf the analysis (chapter 3) | aimed to deepen t
investigation of profit-nonprofit partnerships aseurce of innovation, focusing particularly on the
business and social outcomes they can generatephhse of the research is based on four deseriptiv
case studies of partnerships between a compang aodprofit organization, leading to four different
innovation outcomes: product, process, market agdnizational. Comparing the four case studies |
show the creation of business and societal beniefitdl of them, underlying the existence of both
direct and indirect outcomes, that facilitate thiilfment of the companies’ strategy and of theQ&

social mission.
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Chapter 11

The integration of Corporate Social Responsibility into corporate strategy: the role of

formal tools

! This chapter is at the basis of the paper “Thegration of Corporate Social Responsibility intoparate strategy: the

role of formal tools”, coauthored by Paolo Maccagolt has been reviewed and re-submittegbtarnal of Business Ethics
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1.1 Introduction

In 2001 Green Book the European Commission def@8R as “a concept whereby companies
integrate social and environmental concerns irr thesiness operations and in their interaction with
their stakeholders on a voluntary basis” (Europ@ammission, 2001). A decade after, in the renewed
EU strategy 2011-14 for CSR, the Commission agaicoerages companies to “integrate social,
environmental, ethical, human rights and consunoecerns into their business operations and core

strategy" (European Commission, 2011, p.6).

The integration of CSR into corporate strategy eéspnts a major challenge for managers.
Scholars have widely investigated the topic andehawposed several frameworks for the integration
process (for example, Dentchev, 2005; Porter arairi€r, 2006; Waddock and Bowell, 2007; Perrini
and Minoja, 2008, Sharp and Zaidman, 2009). Thendtization of CSR activities, the introduction of
external accountability tools (social/sustainapilieports), a well-structured communication of CSR
initiatives and related outputs, and the adoptiboestified management systems have been described
as steps in this process of integration of CSR stitategy (Perrini and Minoja, 2008). However, thes
formal tools have also been criticized for theiubibul managerial utility (Perrini, 2006), for hag
just a ‘cosmetic’ function (Porter and Kramer, 20®&oghiemstra, 2000), or for even reducing
company'’s overall efficiency, since they imply gter bureaucratic effort to be managed (Miles and
Munilla, 2004). Thus, formalization can even be mewproductive in obtaining a high level of

integration of CSR into firm's strategy (Fassin02p

The recent case of British Petroleum (BP) provialeexample of how a high formalization may
not be a signal of a comparable level of integratbb CSR into corporate strategy. BP social report
was certified as A+ level (the maximum level achigle) by GRI (Global Reporting Initiative, the
main social/sustainability accountability standaahd the company held environmental certifications
and was listed in several ethical indexes. Howeseme risky business decisions, forced mainly by
cost cutting purposes, led to a huge environmatitaster (National Commission Report, 2010). In
their research, Porter and Kramer (2006) suggedtdabmpanies should evolve from this ‘cosmetic’
approach to CSR (characterized by a high levemédization, but almost totally isolated from a firm
core business) towards a different one, charaetkriy/ a higher integration of CSR into corporate
strategy. But the role played by CSR formal taplthis integration is not clear.
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Therefore, the main purpose of this work is to ustdd whether formal tools are needed to
integrate CSR into corporate strategy, and, ifveloy. In particular, the research questions can be

described as in the following:

* Is it possible to reach a high level of integratioh CSR into strategy, without a
comparable level of formalization of CSR activifles

* What is the role played by formal tools in the gregion of CSR into corporate strategy?

In order to answer to these questions | analysedeal case studies of large Italian companies
from the perspective of the main theories usedtarature to explain a company’s commitment to
CSR: the institutional theory (DiMaggio and Powdl883), the resource dependence theory (Pfeffer
and Salancik, 1978) and the resource based vighedirm (Barney, 1991).

The paper is structured as follows: in sectionlllzummarize the literature debate on the role of
formal tools, starting from Porter and Kramer (2096distinction between a cosmetic and an
operational approach to CSR. In 1.2.2 | definetthe dimensions of the analysis, formalization and
integrationon the basis of existing literature. skection 1.3 | introduce and explain the theoretical
framework. In section 1.4 | describe the methodgploged for the analysis, in terms of sample
selection, data collection and data analysis. ttice 1.5 | present the results. In section 1.G&tuks
the results in order to answer the two researctstgpres of the analysis and finally | draw the

conclusions.
1.2. Literature review

1.2.1. The literature debate on the role of formal tools

Porter and Kramer (2006) point out the existence afichotomy between a cosmetic and an
operational approach of companies toward CSR. ©bmetic approach is characterised by a broad use
of formal tools, that do not have any strategioperative function: social reports that do not [mewa
strategic framework for the CSR initiatives of tt@mpany; ethical ratings and rankings that are not
able to portray the real CSR efforts of companied & tangibly influence corporate behaviour,
because of their lack of consistent measurement®R performance. The operational approach,
instead, is more integrated with the company'srassi. Porter and Kramer (2006) divide it in two
steps: responsive and strategic. A responsive apprto CSR implies acting as a good citizen and
reducing the negative impacts of the company’s evathain activities on the broader society and

16



environment. The strategic approach consists initidementation of few CSR initiatives stric
correlated to the core business, which are abldifferentiate the firm from competitors, deliveri
benefits to both the company and the broader sociayter and Kramer (2006) consider the tt
approaches (cosmetic, responsive and strategippm@sof an evolutionary path that starts with C
being, at first, totally unrelated to the companlissiniss and ends “when a company adds a s
dimension to its value proposition” (Porter and tdex, 2006, p. 91). | reinterpreted the three ciffie:
approaches to CSR according to the increasing tevietegration of CSR into the strategy of thenji
as represented in figure 1.1.

Cosmetic approach Responsive approach Strategic approach

AN
‘ Integration of CSR into strategy /
L

Figure 1.1.Different approaches to CSR following to an inchegs$ntegration into strates

What is not clear is the role that formal CSR goaece mechanisms and tools play in

process of integration of CSR into corporate stat

Perrini and Minoja (2008) in their study on thi®pess of integration in an Italian medi-sized,
family owned company, describe the shift from a 'sunkem formalized CSR approach as a ste
this evolutionary process. Coherently with this gpective, formal CSR tools are attributed
important role in the integration process of C&® icompany's sttegy by many authors, since th
can influence managers' behaviours and decisidesess (2008), for example, states that code
conducts can be an effective instrument for shapthgal behaviour and guiding employee deci-
making. In relation tenvironmental certifications, scholars highlighietorovements in employet
and management awareness of the managerial imphsabf the environmental dimension and
turn, in operational efficiency and effectiveneReridinelli and Vastag, 2000; Mow and Rondinelli,
2002). On the contrary, Fassin (2008) criticized iticreasing formalization of CSR as "an evolu
towards a logic of compliance and standardizatidended for external analysis rather than an iate
tool for management” (Fassig008, p. 368). Supporting this statement, oftemcaticodes adoptio
remains 'in name only' and has hardly no effecta érm practices and decisional processes (Webk
and Zajac, 2001)and anyway they address personal behavior, notegyra(Hosme, 1994).
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Certifications are often perceived as a wastemétiresources and money, which doesn't provide any
strategic or operational advantage to the comphftileg and Munilla, 2004). Social reports have been
criticized for having a scarce managerial utiliBe(rini, 2006), because they do not provide a @iter
framework for CSR activities (Porter and KramerQ@0and they do not support, and not even testify,
the real integration of CSR into corporate stratagg business decisions (Perrini, 2006). Also the
validity and the potential impact on a company’siatbehavior of ethical ratings has been questione
several times (Chatterji and Levine, 2006; Fowlea Blope, 2007).

In conclusion, while the reputational and legitimgtrole of formal tools such as codes of
conducts (Stevens et al, 2005), sustainability e (Hooghiemstra, 2000; Perrini, 2006), quality
and environmental reports (Pan, 2003; Poksinsle, &003) is widely recognized in literature, thei

role in supporting the integration of CSR into &gy is still controversial.

This confirms the relevance of the objective of pinesent research, that is to deepen the analysis
of the link existing between the two dimensionsirgégration of CSR into corporate strategy and
formalization of CSR, in order to understand ifddrow) CSR formal tools are needed in order to get

to a strategically integrated CSR approach.

1.2.2 Criteria used to define 'integration’ and 'formalization’ of CSR

The following sections will provide a definition ahe two concepts of ‘integration' and
‘formalization' of CSR based on existing literatueach section lists the main criteria | used for

assessing the two dimensions of the analysis iedghganies | analyzed.

The integration of CSR into business strategy

A CSR approach integrated into corporate stratédiieofirm is characterised by a high level of
‘centrality of CSR initiatives, which refers to the closenetshese initiatives to the company's core
business (Burke and Logsdon, 1996; Husted and A#ieQ1). | referred to the classification proposed
by Porter and Kramer (2006) to assess this dimangiccording to the authors CSR initiatives can be
divided into three categories, having an increasngl of proximity to the core business: they t&n
totally uncorrelated to the core business of tha,faddressing generic social issues (e.g. philapit
sponsorships or donations to NGOs); they can bediat reducing the negative impacts of its value
chain activities; or, at the maximum level of im&tipn, they can act upon and improve the key ssce

factors of its competitive context.
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Having an high integrated CSR also means cleaalyngt explicit and assessable goals for each
CSR area, that should be included among stratdgectives (Lantos, 2001; Werther and Chandler,
2006; Maon et al, 2008). | considered high the ll@fentegration of CSR into strategy when CSR
objectivesare included in management’s incentive and congiemssystemgWerther and Chandler,
2006).

In order to integrate CSR into strategy, compasiexild identify the most relevant stakeholders
(Maon et al, 2008), create an effective dialoguthwhem (Porter, 2008), and proactively respond to
their requests and involve them into business @@y Maon et al, 2010). Thus, | assessed as high t

level of integration of CSR into corporate stratéigthe company developed ad hoc and innovative

systems of stakeholders engageimen

Finally, companies that integrate CSR in theirtetyg often establish long-term collaborations

with public and non-profit organizationSeitanidi and Ryan, 2007; Kourula and Halme, 2008

Seitanidi and Krane, 2009) which go beyond donatmmphilanthropy. In these long-term partnerships
the company and the NGO cooperate in developingegi®©with common strategic goals (Kourula,
2006).

The formalization of CSR

Looking at the literature on the implementationG8R, five main elements emerge with respect
the level of formalisation of CSR in a company:

* The existence of a committem of a _permanent organisational uiié department)
responsible of CSR activities (Graafland et al,20@aon et, 2008; Maon et al, 2009).

» The adoption of ethical codes, codes of conductfijev statements and policidéisat

formalize the company’s values, and the inclusiéra social aspect in the company
mission statement (Porter and Kramer, 2006; PearidiMinoja, 2008)

* The number of international social/environmentatifteations obtained by the company
(McAdam and Leonard, 2003; Castka et al, 2004; duekl and Bodwell, 2007; Russo
and Tencati, 2009). The most relevant certificatiame 1ISO14001 and EMAS for the
environmental management, 1SO9001 for quality manmsmnt and SA8000 for HR-

related issues (working conditions, respect of Huidelines, etc).
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* The publication of a social repdi&ond and Herrbach, 2006; Perrini and Tencati 6200
Perrini and Minoja, 2008). The social (or sustailigp report can be drafted accordingly
to international (e.g. Global Reporting Initiafja national (e.g. GBS in Italy) standards
and may be certified by external auditors.

» The fact of being ranked on the most relevant athigankings(such as the Dow Jones

Sustainability Index or the FTSE4Good Index) or #féliation/membership to other
national/international/industry institutionghat testify the social commitment of the
companyDunfee, 2003; Porter and Kramer, 2006; Fowler ldogde, 2007).

Table 1.1 summarizes the criteria used to defie@wlo dimensions of the analysis.

Criteria Description Main authors

Centrality Nearness of CSR initiatives with the core businesshe Burke and Logsdon, 1996; Husted and
I firm Allen, 2001; Porter and Kramer, 2006
N
T Strategic relevance of Explicit and assessable CSR objectives, included liantos, 2001; Werther and Chandler,
g CSR objectives management’s incentive and compensation systems 2006; Maon et al, 2008
R Stakeholder Creation of ad hoc innovative tools for stakeholdietogue Maon et al, 2008; Porter, 2008, Maon
_IA_‘ involvement and involvement et al, 2010
' Partnership with the Establishment of long-term, strategic partnershipgh Seitanidi and Ryan, 2007; Kourula
o nonprofit sector NGOs, foundations, civil society organizations ... and Halme, 2008; Seitanidi and Krane,
N 2009

Ethical codes/codes of Drafting of code of conducts/ethical codes/pringiplPorter and Kramer, 2006; Perrini and
F  conduct statements that formalize CSR values Minoja, 2008
¢}
R  CSR Unit Existence of a committee or of a permanent orgaiozal (Graafland et al, 2003; Maon et al,
M unit responsible of CSR activities 2008)
A
L Certifications Number of international social/environmental davdtions McAdam and Leonard, 2003; Castka
| obtained by the company et al, 2004; Waddock and Bodwell,
z 2007; Russo and Tencati, 2009
A
T  Reporting Publication of a social (or sustainability) repaitafted Gond and Herrbach, 2006; Perrini and
I accordingly to international (e.g. Global RepagtinTencati, 2006; Perrini and Minoja,
(@) Initiative) or national (e.g. GBS in Italy) standar 2008
N

Ethical ratings The fact of being ranked on main ethical rankifgech as Dunfee, 2003; Porter and Kramer,

the Dow Jones Sustainability Index or the FTSE4Go@®06; Fowler and Hope, 2007
Index)

Table 1.1.Criteria used to define CSR integration and foreaion

2 For example, the United Nation Global Compact, Engopean Alliance for CSR, the World Business @ilenfor
Sustainable Development, the World Bank Equatordisies for the banking sector.
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1.3 Theoretical framework

The following section describes the theoreticaiesvork that guided the investigation, based on

those theories used in literature to explain theganies' motives toward CSR commitment.

According to thanstitutional theory organizations in order to survive must achievetiegicy

by conforming to the rules and expectations ofitiséitutional environment (Meyer and Rowan, 1977,
DiMaggio and Powell, 1983; Scott, 1987). Legitimatis one of the main drivers of CSR commitment
(Hanke and Stark, 2009).Thus, different institusibstructures and political legacies are important
factors in explaining how companies determine anplement their CSR course of actions (Doh and
Guay, 2006; Campbell, 2007). In particular, therfalization of CSR approach can be interpreted as a
response to institutional pressures coming frometmaronment where the company operates (Jones,
1995; Jennings and Zandbergen, 1995; Husted aed,A006).

However, as suggested by Oliver (1991), compangsaviours in response to institutional
pressures may also be interpreted in the light haf tesource dependence theory, whereby an
organization is conceptualized as being dependergxternal resources for its survival (Pfeffer and
Salancik, 1978). Due to this dependence companiag adopt different strategic responses to
institutional pressures. The choice of which stgtéo adopt depends on a number of contextual
factors (or 'predictors'), which have a stronguafice on a firm decision to accomplish, refusegiign
or manipulate the institutional pressures, in otdaneet its own interests and to access and ddhgo
resources it needs to get from the external enmsort (Oliver, 1991). According to resource
dependence theory, indeed, "organizations will (ahduld) respond more to the demands of those
organizations or groups in the environment thatrabmrritical resources” (Pfeffer, 1982, p. 193hi§
interpretation may be useful to read companiesaggbr to CSR: firms may be pushed by institutional
pressures to comply with several social and enwemtal responsibilities (Campbell, 2007). But, they
may also enact different strategic responses tb pugssures, according to the relative power af the
stakeholders and to the critical resources theyh wis control (Jawahar and McLaughlin, 2001).
Looking at CSR commitment through this theoretieals, the necessity to access to critical external
resources controlled by certain stakeholders' caiiegycan push the integration of CSR into corgorat

strategy.
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Institutional theory and resource dependence thdake into account external pressures (i.e.,
pressures coming from the institutional and taskirenment), which represent constraints to the
management's span of action. This research alssideyed the possibility of a proactive choice by
managers, who may deliberately engage in CSR ierdacddevelop new resources and competences as

explained by the resource based view of the firariiBy, 1991).

According to this theory, a firm can gain a susthle competitive advantage if, and only if, it
possesses major resources and if these resourcgsodected by some form of isolating mechanisms
which preserve them from imitation or appropriati@arney, 1991). Intangible resources (such as
intellectual property, organizational and reputagioassets) are more difficult to create and tdatai
and therefore they are more likely to be a soufceompetitive advantage than tangible resources
(Barney, 1999). The resource based view framewaskldeen used by numerous researchers (Russo
and Fouts, 1997; Branco and Rodriguez, 2006; Sareval, 2010) to investigate whether firms can
achieve a competitive advantage through CSR. Adogrib this perspective, CSR activities can be a
source of intangible resources such as know-hoghnogy, human capital, corporate culture and
reputation that are valuable, rare and cannot bfegl imitated (McWilliams et al, 2006). In the
words of Branco and Rodriguez (2006, p.128): “wiieriding to engage in CSR, managers most

likely have in mind the possible benefits which anelerlined by the resource based view”.

Crossing these theoretical perspectives with the dimensions of the analysis (integration and
formalization), | can assume that institutionalgsures, and the search for social fit, may be densd
determinants of a high CSR formalization level. tBa other side, the need to control external alitic
resources and the willingness to develop internféréntiating competencies may be assumed as

drivers for integrating CSR into company's strategy

Figure 1.2 summarizes the two previous sectiond,pravides a graphical representation of the

theoretical framework for the analysis.
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| Institutional pressures (IT)

4

INTEGRATION:
» Centrality
» Inclusion of CSR objectives in MBOs

» Development of ad hoc tools for
|stakeholder engagement

High integration

» Establishment of long-term partnerships
with the nonprofit sector

Low formalization High formalization

INTEGRATION:

» CSR department

» Ethical codes/codes of conducts
» Certifications

* Reporting

Need to control external critical resources (RD)
Willingness to develop internal differentiating resources (RBV)

» Ethical ratings

Low integration

Figure 1.2 Theoretical framework

1.4 Methodology

The case study methodology was considered the apmbpriate approach to investigate
empirical situation in relation to its relife context (Yin, 2003) In this research, the existence ¢
strict correlation bsveen the investigated phenomenon and the exteomaéxt is testified by the tw
perspectives of institutional theory and resourepethdence. They both analyse the compe
behaviour in response to the influence of the edeenvironment, in terms both institutional
pressures and critical resources. Moreover, tlieareh aimed at understanding the perception:
motives of companies' managers: in order to do gerformed an in depth investigation through dil

interviews with managers.

In particular, | used multip-case design, as it allows the analysis of simiémriaind difference
across different cases (Yin, 2003), that proveddaoessential to identify the peculiar featuregaxh

CSR approach, with respect to the role of formtion
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| selected a sample of 11 large companies: largepeaaies are expected to have a higher

commitment to CSR issues and they are also maeylth use formal tools compared to SMEs (Russo

and Tencati, 2009). To improve the probability biain interesting results from case studies, Ictete

those adopting CSR best practices, as testifieprizgs and awards received. Finally, in order rtatli

the influence of the industry on results | chosmpanies belonging to different sectors. | considere

only companies with their headquarters in Italyitagas easier to get in touch and conduct muétgst

face-to-face interviews with the top management.

The main features of the companies in the final ganare summarised in Table 1.2. For

confidentiality purposes, they are identified bigdes rather than their names.

Company

Sector

Employees

CSR prizes and awards

A

Food and retail

Manufacturing

Energy

Utilities

Food

Healthcare

Utilities

Construction

Banking

Telecommunication

Banking

67,000

6,300

82,000

76,000

1,700

1,000

6,400

21,000

108,300

77,800

170,000

Sodalitas Social Awar finalist (two times)
“Design for All” Award
People Award for Hospitality and Service
Sodalitas Social Award finalis
Carbon Footprint recognition for CO2 emissions
Sustainable Energy Europe Award
Sodalitas social Award finalist (three times)
Sodalitas Social Award
European Business Awards (category: The Award farpGrate
Sustainability and The Environmental Awareness Alyar
European Utility Awar
Sodalitas Social Award finalist
CSR Online Award Global Leaders
Foreign Policy Associations CSR Award
Getenergy Award
Sodalitas Social Award finalist (two times)
Brand Award
Ethic award finalist in the internal processes anghloyees management
category
Sodalitas Social Award finalist
Ethic Award
Candidate for Social Report Oscar
Sodalitas Social Award finalist
Sodalitas social Award winner
Good Energy Award
Social report Oscar
Sodalitas Social Award
European Greenbuilding Award
Golden prize for innovation
Sodalitas Social Award finalist (two times)
Green Globe Banking Award
Welcome Award 2007
Sodalitas Social Awardlfat
Sodalitas social Award winner
Recognition in the “Child online protection” progna
Finalist in “CSR online Award”
Sodalitas Social Award finalist (three times)
Boston Business Journal’'s Corporate Philanthropyarw
Energy Service Award
CSR mobility awar

Table 1.2.Interviewed companies
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The main data sources for the investigation arsehoeaditionally used in qualitative research:
face-to-face interviews and archival data (Marshall Rossman, 1989; Shah and Corley, 2006). The
triangulation of data, in fact, is important notlymo increase the credibility of results (Eiserdtar
1989; Shah and Corley, 2006), but also to reackemthdof analysis, which is one of the main

advantages of using qualitative analysis (Eiserttaard Graebner, 2007).

| firstly gathered information from the companisgStainability reports. This gave us an initial
idea of their approach to CSR, of the formal tdbksy adopted and of their main CSR initiatives they
had carried out/were carrying out. This also helpgdo prepare the set of questions for the intersi
more accurately. Each interview lasted about ane land, when allowed, it was recorded. After the
interview, | followed up via email and phone td fil any gap. | collected a total amount of abow-0o
hundred hours of interviews between 2008 and 2@1@lished information, such as annual reports,
strategic plans, presentations and the web pagid® a@ompanies were also analysed. Finally, | Idoke
at recent articles in the Italian national predatiey to the companies | analysed and to their CSR
projects published on the Sodalitageb site. These last two data sources have beehfasvalidating

information acquired from interviews and officiad@imentation published by each company.

Data analysis was carried on in parallel with dattection. The first phase of analysis focused
on each single case, writing up the specific caséysfor each company. Interviews were transcribed
and integrated with additional notes taken durhmginterviews and with the information obtainedro
the sustainability reports and other official dedarces. In each company | investigated the caitdiat
define their level of integration and formalizatioh CSR, accordingly to what stated in section 2.2.
Based on this criteria | assessed the companids mgpect to these two dimensions, obtaining
different clusters. The second phase of data aisatgssisted in a cross-case analysis aimed anfind
"within-group similarities coupled with inter-grouplifferences” (Eisendhardt, 1989, p. 540),

particularly in relation to the different roles thihese companies attribute to CSR formal tools.

% Sodalitas is an Italian Foundation set-up by Assiiarda and a number of Italian companies and neasagith the aim
of promoting CSR and of supporting the managerialetbpment of non-profit organizations. Sodalitass han
"Observatory” on Accountability and Sustainabiliby Companies that summarises over 1,200 Corporatpdhsibility
projects of very high standards, implemented in ltaBan business environment from 2002 to the @meéslay. The
Sodalitas Social Award is a prize assigned sin@226 companies that have tangibly committed to @B®& sustainability
projects; all projects which entered the prize cetitipn are included in the “Sodalitas social solos” database.
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1.5 Results

The following section summarises the results emgrdgiom the analysis of the 11 business
cases. | evaluated the level of integration of @8R corporate strategy of companies accordindnéo t
variables defined in section 2.2. | started by ssisg the centrality of CSR initiatives. | ratecclea
company CSR initiatives as 'central’ if they weirealy linked to the firm core business and tokiey
success factors. A lower score on integration wasngto those companies whose initiatives were
mainly aimed at reducing the negative social andrenmental impact of the company’s value chain
and the lowest score was assigned if the CSR tingiaonsisted mainly of philanthropic donations.
Conversely, a high score on integration was give®9R goals were expressed through explicit and
assessable targets and if they were embedded mahagement's incentive and compensation system.
| then evaluated the level of stakeholder engagéemmgtooking at the tools used by the company for
this purpose (web page, toll free numbers, dedicdepartments, workshops, or surveys). Traditional
tools, which are used only to support external camigation, were not considered as an indicator of
an integrated CSR strategy. A higher score waibatéd to companies which set up innovative ways
to actively involve stakeholders in the companyisibhess decisions. With respect to the last ooiteri
of evaluation, a high score was given to those @mgs that established partnerships with the third
sector (not for profit organizations), where comiparcontributed resources and skills to joint potge
in order to achieve clear and shared long termatibgs. Then | evaluated the level of formalizatain

each company, by assessing if they adopted ohedbtmal tools described in section 2.2.

Tables 1.3 and 1.4 summarise the scores achievezhdly company, in terms of the level of

integration and formalization of CSR. Appendix Aowides further evidences that may justify the

evaluation.
COMPANY LEVEL OF INTEGRATION INTO BUSINESS STRATEGY
Centrality CSR objectives Stakeholder Partnerships with TOT
engagemer the nonprofit sector
A Mainly reduction of Not included in Traditional dialogue  Mainly sponsorships LOW
negative impacts MBO tools
B Improvement of key  Included in MBO Traditional dialogue Collaborative HIGH
success factors tools partnerships
C Improvement of key  Included in MBO Innovative Collaborative HIGH
success factors involvement tools partnership
D Improvement of key  Included in MBO Innovative Collaborative HIGH
success factors involvement tools partnership
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E Improvement of key  Included in MBO Innovative Collaborative HIGH
success factors involvement tools partnership
F Improvement of key  Included in MBO Innovative Collaborative HIGH
success factors involvement tools partnership
G Improvement of key  Included in MBO Innovative Collaborative HIGH
success factors involvement tools partnership
H Improvement of key  Included in MBO Innovative Mainly sponsorship HIGH
success factors involvement tools
| Improvement of key Not included in Innovative Collaborative HIGH
success factors MBO involvement tools partnership
J Improvement of key  Included in MBO  Traditional dialogue Collaborative HIGH
success factors tools partnership
K Mainly reduction of Not included in Innovative Mainly sponsorships LOW
negative impacts MBO involvement tools
Table 1.3.Companies' level of integration of CSR
COMPANY LEVEL OF FORMALIZATION
CSR Ethical Certifications Report Ethical ratings TOT
department code/code of
conduct
A Yes Yes Environmental GRI compliant No HIGH
Quality Certified
Health & Safety
Social responsibility
B No Yes Quality No No LOW
C Yes Yes Environmental GRI compliant Yes HIGH
Quality Certified
Health & Safety
D Yes Yes Environmental GRI compliant Yes HIGH
Quiality Certified
Health & Safety
E No Yes Quiality No No LOW
F No Yes Quiality Yes No LOW
(no GRI)
G Yes Yes Environmental GRI compliant No HIGH
Quality Certified
Health & Safety
H Yes Yes Environmental Yes Yes HIGH
Quiality (no GRI)
Social
Responsibility
I Yes Yes Environmental GRI compliant Yes HIGH
Quality Certified
J Yes Yes Environmental GRI compliant Yes HIGH
Quiality Certified
Health & Safet
K Yes Yes Environmental GRI compliant Yes HIGH

Certified

Table 1.4 Companies level of formalization of CSR

The relative positioning of companies is represgimdigure 1.3.
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High integration

) NOO
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Low formalization High formalization

o

Low integration

Figure 1.3.Companiespositioning with respect to integration and formatior

1.5.1 The relation between integration and formalization

The results of the empirical analysis underling tha two dimensions (integration of CSR ii
strategy and formalization) are not so stricthatetl. Figure 1.3 shows that the majority of comgs
in the sample reached a high evaluation on botldimensions. However, the rest of the companie:
positioned in the two quadrants characterized Imyrasting levels of the two dimensiol

In relation to the first research questid.e. Is it possible to reach an high level of integraiod
CSR into srategy, without a comparable level of formalizafi) it results particularly interesting
investigate companies havinghagh level of integratio of CSR into business strategy bulow level
of formalization(B, E and F) Some 'soft' elements seem to explain this pracal®f integration ove

formalisation.

B is a familyowned company, which defined its competitive adagaton values strictly relat:
to CSR. The company has only recently started thhemd as CSR inatives those activities that ha
always been at the core of its business strategyy as product quality and process efficiency. Of
the few certifications obtained by the company nef® the carbon footprint of its products, wh

represents an @mnent of differentiation in the company's sectargus competitors). Moreover, t
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ability to attract and retain talent is essentialthe company’s high quality technologies, produatd
processes. It is therefore not surprising thatGR&R manager identified the improvement of product
quality, the increased motivation and productivdl employees and the reduction of employee

turnover as the main benefits of the company's comenmt to CSR.

Company E has a business model 'instinctively'ifadpto CSR. In the '90s, with the company
fighting for survival, the management decided targfe strategic direction, developing a new value
proposition based on high quality, health and gafmimpliant products. The new strategy was
supported by the specific ownership structure @& tompany. E is a cooperative, with its main
suppliers, farmers belonging to the ltalian milkctee, also being the main shareholders of the
cooperative. This specific company set-up alsowvallalirect control of the supply chainTHis
generates a strategic advantage for the compantydiff@rentiates itself from competitors. At thersa
time, it creates benefits for the consumers that dunigh quality product and favour the survival of
small milk farmers. This establishes a strong ietatbetween the company and the territory where it
operates”(CSR manager company E). CSR issues are so rel@rahe company’s strategy, that they
led to the development of a 'balance sheet of gildes’', with the aim of measuring the impact of
several factors directly correlated to CSR (suclpragluct safety, certified product quality, company
reputation and control of the value chain) on timprovement of the company's key performance
indicators.

Company F operates in the homeopathic medicine eharkd its mission isd look after people
and make them feel bettfflCompany F web page). Not surprisingly, the conypeonsiders CSR as
totally core to the success businessfe“do not do CSR, we are C3Re interest of our stakeholder
and the interests of our company are totally caleait’ (CSR manager of F). Indeed, the company
adopts a socially responsible approach in all itsiress activities: it does not protect its innaat
through patents, believing that knowledge and iatiom can provide more benefits for the wider
society (and public health in this case) if madeely available to everyone; it supports employee's
charity work; it develops products and processeparinerships with non-profit organizations (e.g.
testing a new extraction process for natural @ilymsed by a social cooperative in Ciad and dewelop
in partnership with a local NGO; the study on therapeutic potential of indigenous populations'

medicines, in collaboration with an NGO operatingiameroon).
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The values and the DNA of these companies seenate h strong influence on their attitude
towards CSR, confirming what already highlighteddrgvious studies’ (e.g. Maccarrone, 2009) and
compensating for the scarcity of formalization. sTte the reason why | gave them the labelalties

driven.
With respect to formalization, the three firms aidegry different approaches.

Company B is quite suspicious of formal toolsnpiemented the minimum set of tools required
to match competitors' standards: they adhere tetiieal code for their sector and they publishaan
industry-specific website a report about keyiatives and main improvements on a yearly basis.
They don’t perceive the sustainability report asnsthing critical for their businessWe prefer
employees to stay close to our processes, to tgnigiiprove their efficiency and quality, rather tha
writing a report about it (CSR manager company B). The company shows dagimititude towards
certifications: We are interested in the management system, ribeipiece of pape&(CSR manager
company B). In generalThis company, consistently with the attitude offthending family, is much
more worried about essence than appearance, andftire B is much more committed to doing things

than communicating thenfCompany B CSR manager).

Conversely, company F is moving towards a highgreke of formalization. The ethical code
was introduced in 2008, the sustainability repar2D09 and the company is now working on the
introduction of a CSR performance monitoring systpossibly based on GRI, and on the achievement
of SA8000 certification. During interviews, the CSRanager listed the main reasons behind this
process of formalization: a response to externabwaatability requirements, a willingness to bring
together the numerous initiatives of the compamyeffort to develop a common culture and enhance
team building and to improve company's reputation.

Finally, company E is actually reducing its levélformalization: it is no longer drafting a
sustainability report and it has abandoned the BA8tertification. The main reason provided by the
company is the need for cost savings, suggestiagthiey don’t believe in the potential of theseldo0

to create value for the company.

In relation to the reasons of their scarce fornagian level | can also underline that the three
companies are smaller than the others of the safmbér lower level of formalization can be parityal

due to the scarcity of financial resources, asra#fd by previous research (Russo and Tencati, 2009)
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and to the less intense institutional pressure tduthe fact that they are not listed on the stock

exchange.

The description of these companies' behaviour gesvan answer to the first research question.
These companies could reach an high level of iatemr between CSR and strategy, even without a
comparable level of formalization. However, thegtintegration is justified by several firm-specif
'soft' factors that facilitate the coincidence betw companies' strategy and CSR issues. Their
approach toward formalization can be even suspsciasi in the case of companies B and E, or they can
move in the direction of an higher level of integya in order to better exploit the reputationapict
of CSR commitment, as in company F. In any casg seem not to need formal tools to support the
integration of CSR into corporate strategy.

1.5.2. The role of formal tools

This section summarizes the results | obtained wégpect to the second research question
concerning the role of formal tools.

In line with the results of previous studies (dRgksinska et al, 2003; Adams, 2004; Stevens et
al, 2005; Perrini, 2006), all companies acknowlelidpe positive influence of formalization in terwfs
external accountability and reputation. Even thss Bormalized companies recognize the reputational
impact of formalization and external communicatadCSR initiatives. Company B's ethical code has
been drafted in close collaboration with the margeteam, in order to improve its reputational ircpa
“The CSR team (three, part-time resources, dedidat&@5R issues) works in close collaboration with
the marketing function. The formalization of thieiel code has been finalized with the supporhef t
marketing people, who better understand market @apiens (CSR manager company B). The CSR
manager of company F stated that one of the masores why the company is moving toward a higher
level of formalization is the potential effect ohetcompany’s reputationiLast, but not least, we
decided to introduce a sustainability report forasens of brand reputation. Our brand is already
trustworthy, but this process will reinforce it foer, and this is important also because our main

customers are medical doctors and pharmacistsdheg relevance to these formal aspécts

In order to identify other roles of forma tools loesthe reputational one, | focused on companies
having a high level of formalization.
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In all these companies CSR formal tools (partidylaalue statements and ethical codes) have

supported managers in_building and internally prtangpa shared culture of CSRspecially in

countries with very different cultural backgroumso values drivencompanies that adopted ethical

codes recognize them this role of cultural cohesion

In all the highly formalized companies the empiriaaalysis also pointed out the support of

formal tools in_improving prevention and managenwneputational, CSR-related riska particular,

the integration of CSR issues in the risk managermercess is the prevailing element of the CSR
approach of those companies havindpigh level of formalizationbut alow level of integration

company A and K in the sample.

These two companies correspond to Porter and Kr§a®€6)'s cosmetic companies. They are
mainly interested in the cosmetic power of CSR faimation, but they also use CSR formal tools to
proactively manage, reduce and where possible,dargputational risks. In company A, the CSR
function is integrated with its Internal Audit furan: “The two functions have been merged into one
department, so that data regarding CSR can be neagly verified and integrated in the risk
management procesgcompany A CSR manager). Moreover, in 2008 thegany started a structured
risk mapping processThe first task was building a map of the Group&ksi, by operating sector. The
next step was to single out the risks specificafiiated to sustainability issues{company A
sustainability report). The company is working émjethical ratings, mainly to reduce financiakss
“when ethical funds enter our social capital thepgresent stable and durable investments. What we
are looking for today is stability, also becausetd financial crisis. Having ethical funds in asmcial
capital would reduce our financial risk{(CSR manager company A). Company K created a
Reputational Risk Management Framework and esteulisa Reputational Risk Committee (RRC):
“The Corporate Sustainability Unit was establishadtlee end of 2008. The Group Identity and
Communications Department, through the newly seCapporate Sustainability Unit, manages the
outside-in aspect of the Reputational Risk ManageémReamework, evaluating the perspectives of all
relevant stakeholders on specific reputational éssand the overall impact of these issues on the
company'’s reputatiahh (Company K sustainability report). Due to themsgdences these companies
can be addressed @sks 'mitigators'.
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Companies matching laigh level of integratiorwith ahigh level of formalizatiorfcompany C,

D, G, H, 1, J) seem to attribute a more strategie to formal tools, that are used_to highlighteuuial

performance improvement and act as a catalystaafymt and process innovation

They value certifications not for the label thatmas with them, but because of the practical,
operational benefits of the management systemsiwdghem. Company G’s CSR manager describes
certifications as aftindamental governance tdalseful for many reasons, such dké' identification
of critical areas, issues and corrective actiortse ttoordination between functions; the acquisitdn
inputs for the definition of investment plans; thenitoring of suppliers performance€ompany H
chose what certifications to implement based onoterational benefits they can providé& plant’s
ISO9000 is highly visible because data on effigjesnad waste are immediately available; [...] plants
certified as 1ISO14000 are more tidy and well mankage.] we are working on the 1ISO16000 energy
certification because in terms of energy savingrésellts are potentially very significant

The sustainability report also assumes a strateggc For company C, for example, it provides a
different lens for reading financial statement$ake for example R&D expenses in renewable
energies: in the financial report they are capisald and they are depreciated, which means that they
are investments that are supposed to generate {saterd profits in the future. In the sustainability
report they are also attributed an intangible valiez their positive impact to climate change: this
information helps stakeholders and shareholderfully understand the strategic importance and the

potential value can be created by this kind of streents!’ (CSR manager company C)

With respect to ethical ratings, companies D, H &8dCSR managers underlined that they have
an important benchmarking role as they represemafor the company to identify the critical CSR
actions they need to takeTlere are things that we do because we chose t,oimers that we
implement to comply to ethical ratings; employeegagement, for example, is something we started
because a rating agency asked us to do it, buhéneind it delivered significant benefits in ternfis o

employee productivity and motivatiofCSR manager company D).

The use of formal tools in these companies appedarsdpport the integration of CSR issues into
the innovation strategy of the firm: this is th@sen why | address these companiesnaevators
They help them to develop a more structured appre@cCSR and to systematically identify areas for
improvement, which eventually turn into innovatiopportunities that are able to provide competitive

advantage while creating socio-economical benefgigestified by the following examples.
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Companies C and D, operating in the utility andrgpeector, have been able to move ahead of
their competitors into new and growing areas ofif®ss such as renewable energies, investing a high
percentage of the R&D budget in the developmemjreén technologies. For example, company C has
set-up a project called 'Environment and Innovatemmd has invested more than 50% of its R&D
expenses in renewable energies. Its CSR manaded:std/e aim to become leaders in renewable
energy production and in low impact technologie® Miow that environmental and social issues,
market liberalization and the growing energy regmirents of developing countries will very soon
define the competitive framework in the energys&cCompany H also has a significant percentage
of its R&D expenses dedicated to the developmemradvative, environmentally sustainable and low
cost housing. Company | has created a departnaieticBank and Society Laboratory', operating in
collaboration with the CSR department, that developw banking products for those segments of the
society which struggle to access credit, such aspmofit organizations, immigrants, students orpoo
families. In Company J, CSR represents a relevamerdof product and service innovation, both in
terms of reducing their environmental impact (drgelligent transport systems, digital inclusion
solutions) and improving the benefits they may\wazlito the wider society (e.g. the development of
telemedicine services or the creation of new prteddedicated to disabled people, such as the Wysual
impaired and the deaf).

The results | obtained, that provide an answehé¢osecond research question, are summarized in
table 1.5. It collects the main interviewees' stapts with respect to the role the CSR managers

attribute to formal tools in integrating CSR in t@porate strategy.
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Company

Level of
integration

Role of formalization

Diffusion of a shared cultu

Risk prevention and managen

Operational suppo

D

Low

High

High

High

High

“Even if our ethical code has been implementédhe two functions (CSR department and

as a response to legal requirements, it has enabliei@rnal audit) have been merged in the same
the establishment of a culture based on the malepartment, so that data can be verified and we
pillars of legality, fairness and loyalty. Wecan reach a high level of transparency and risk
noticed that also our colleagues that do nobanagement’
believe in CSR refer back to the ethical code as'@hen ethical funds enter in our social capital

fundamental pillar of the company’s philosophy”they represent stable and durable investments.

What we are looking for today is stability, also
because of the financial crisis. Having ethical
funds in our social capital would reduce the

financial risk

“The Ethical code has been diffused at all 1 “The implementation of management syste “The sustainability report represents a different

company’s levels through
communication tools and now we are working
diffuse our sustainability culture through tt
ethical code also in the new countries where
operate; for this reason several colleagues of
internal communication department have be
sent there.”

represent an assurance for us that we are d
good and this reduces the risk to run ir
reputational problems”

specifi and their certification from external audito perspective for reading the financial report, where

those items that in the financial report represent
costs in the sustainability report are perceived as
investments in intangibles”

“The CSR unit's aim is to increase the value of
what other departments do and to underline the
values they create from a different point of view
than the economical one.”

“We are moving to new countries and the ethic&The ethical code represents an important effotfQuestionnaires for entry in ethical rating have

code is supporting us in spreading there a sharied the perspective of anti-corruption, that i®een fundamental to understand where we had to
culture based on sustainability. [...] It alsgarticularly relevant in those countries where thenprove. [...] There are things that we do because
supported the process of cultural integratiorisk of corruption is higher”
during the merger we underwent through ifCertifications are useful as a control of thén ethical ratings; employee engagement, for

2008”

“The Ethical Code has the objective of directi
the Group management according to the eth
values and to the behavioral principles definec
the value chart, with the aim of spreading
common way to conduct business in order
satisfy all the stakeholders’ requests and to bi
a good reputation. The draft of the code t
always been participatory in nature with t
scope of defining norms and behaviors that art
much shared as possible”

“The logic behind our ethical code is that itThe ethical code is a guide for all employeéA plant's

supply chain and as a prevention of risks
critical areas, that are numerous especially

we chose to, and others that we implement to stay

isxample, is something we started because a rating
agency asked us to do it, but in the end this gave

certain countries where the company operates” us great results in terms of productivity and

“The first draft of the ethical code has be
redacted after the analysis of the “ethically risk
areas, starting from the internal managem
systems, with the involvement of the Gro
responsible for stakeholder relations, and
been reviewed during two employees foc
groups.”

employee motivatior

“The ethical code represents a way to help
employees to find solutions to ethical dilemmas in
their everyday working life”

“ Certifications are fundamental governance tools
useful for many reasons, such as the identification
of critical areas, problems and corrective actions;
the coordination between functions; the collection
of inputs for the definition of investment plans;
the monitoring of supplier performance”

ISO9000 is highly recognizable

should represent a tool on which we can buildlzehavior, particularly those operating in difficulbecause data on efficiency and waste are

sustainable vision of the grot

countrieswhere the risk of corruption is high:

immediately available; [...] plants certified
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J

High

High

Low

“Our sustainability report represents a mana

“The process of defining the main values

geridVe are implementing a process of

riskSO14000 are more tidy and well managed; [...]
tool useful for internal communication in all themanagement where certifications represent usefué are working on the
countries where the company has its branches” tools for risk prevention. If they don't work ascertification because the results

ISO16000 energy
in terms of

risk anticipation, but only as “labels” they aresnergy saving are potentially astonishing”

absolutely useless”

a “We operate in many risky countries in terms

principles to insert in the ethical code, and 1 risk of corruption; the best way to check if o
redaction of the sustainability report helped ethical code is working is to measure the case
define a common path and to diffuse a sha corruption, and we do not have them”

culture after the recent merger”

“The adoption of policies (environmental ar
army policy, for example) has been pushed by
necessity to react to negative events that

threatened the reputation of the bank. Th
principle statements are a way to reduce our r
in these ethical issues”

“We adopted SA8000; in some plants we
removed it, since we realized that it didn’t lead t
any change because the company already applied
all the principles imposed by this standard and
therefore it was only a bureaucratic effort”.

“The main advantage of our sustainability
reporting is that we have a good system for
measuring and reporting and this enables us to
control and decide better and fas

“The CSR business unit is responsible for
supporting the bank’s management in integrating
in the strategic objectives of the company those
related to social and environmental issues; the
drafting of the social report (and the quarterly
social reporting) is the way through which the
CSR managers communicate with the top
managers if and how these objectives have been
reached and what improvement need to be added
to these goals”

“The inclusion in several sustainability indexes
supports us in understanding what are the main
areas where the bank should invest in order to use
its business to improve social welfe

“In order to create a commonly shared view dfAs we adopted standards, codes and reportifigvery year, the questionnaires of rating agencies
our company and to increase the involvement sfstems aimed at improving our transparendyghlight our weaknesses. More or less every year
employees, we developed several initiatives tating agencies consider us as more reliable ab@d or 60 points arise from this process: we
spread the content of the value statement of theey include our company in the main ethicatompare these points to the investment plan of the

company. The results of this action has
monitored through the initiative ‘Group photo

beentings”

i

“The Corporate Sustainability Unit we
established at the end of 2008. The Grc
Identity and Communications Departmel
through the newly set up Corporate Sustainabi
Unit, manages the outside-in aspect of
Reputational Risk Management Framewo
evaluating the perspectives of all releve
stakeholders on specific reputational issues
the overall impact of these issues on !
company’s reputation.”

company to understand if they already respond to
analysts requirements or if we have to add other
investments”.

Table 1.5.The roles of formalization
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1.6 Conclusions

The purpose of the present research is to congrifouéxisting literature on strategic CSR, on two
specific issues: firstly, | intended to investigateand to what extent CSR formalization tools are
needed to integrate CSR into corporate strategygor&#y, | aimed to understand what is the role

played by formalization tools in this integration.

With respect to the first research question, compgathe two dimensions of formalization and
integration for the 11 companies of the samplad but that for the majority of them a high inteigra
of CSR into business strategy corresponded to la leigel of formalizationifinovatorscompanies).
However, there are some exceptions, testifying ttied two dimensions of integration and
formalization are not so strictly relatedalue-drivencompanies are characterised by a high level of
integration of CSR into corporate strategy, bubadr level of formalization: this is justified bje
strong ties between the companies' mission ancesand the issues of CSR, and by some peculiar
features of these companies (i.e. their dimensioth property structure). On the contransk-
mitigators are characterised by a high level of formalizatioat a lower level of integration of CSR
into corporate strategy. As '‘cosmetic’ companiePofter and Kramer (2006) their formalization
prevails on the integration of CSR into strateggause they are mainly interested in the reputdtiona
impact of formal tools, but they also use suchdadola proactive way, in order to anticipate, nggna

and, when possible, avoid reputational risks

With respect to the second research question, @hatged is that the role that formal tools play
in the integration of CSR strategy into overall pmmate strategy depends to a great extent from
company to company. In particular, companies tHabelled as/alues-drivencan benefit from these
tools (at least for the few they implement) in terof reputation and cultural integration, but thiey
not make the most of them to better manage theks iRisk mitigators on the contrary, improve their
capacity to reduce CSR-related risks, but they atosee the strategic roles of these instruments and
therefore they do not exploit them to support tHearning and innovation process. This happens
instead for thennovatorscompanies, which use the formal tools in ordeadopt a more structured
approach to CSR and to develop a positive cycleoafinuous improvement, thus supporting product,

process and organizational innovation.

Looking at the limitations of the analysis, the Heg concentration of companies in the

innovatorscategory (which is in contrast with Porter and Kear(R006)'s results) may derive from a
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bias in the sample selection criteria. | lookedC&R best practices, which led to a portray notyfull
representative of the Italian business environmidotvever, this was not the purpose of the research
and this choice enabled the author to obtain begtarlts in terms of the role of formal tools. Mover,

also geography might be part of the explanatiothefdifferent results | obtained with respect tot&o
and Kramer (2006). Indeed, they were looking at Aca® companies while the present research is
focused on European (ltalian) companies. Matten odn (2008) confirm that the approaches to
CSR of American and European companies are quiiereit, based on a more 'explicit' CSR in the

US and on a more 'implicit' CSR in Europe.

The present study also opens up opportunitiesuidhér research. Drawing on the definition of
CSR formalization and CSR integration given in igectl.2.2 and the different way they could be
measured, an interesting follow-up on the presesgarch would be to repeat the analysis on a wider
sample of companies. That would help to furtheideaé the strategic roles of formal tools | ideetif
and to verify their effectiveness, through empificgesting their impact on specific strategic etats,

such as innovation performance or risk reduction.
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APPENDIX

Company A

Company B

Company C

Company D

Centrality

CSR objectives

Stakeholder
involvement

Partnerships with

the
sector

nonprofit

Sustainability initiatives of the compan
framed within a project called A-Future
the focus of the project is finding ways |
innovate primary elements of each sa
point (structure, interior fixtures, lighting
air conditioning, water supply, furnishing:
equipment) and developing products (t
type of raw materials, reducing ar
recycling packaging, etc.) with a view t
eco-compatibility and economic efficienc

Focus on environmental issues. The fi
press article describing the willingness
the company to focus on green-produ
dates back to 1994. The company’s init
commitment in sustainability started whe
they began to sell products also in nol
European countries where environmen
standards are more restrictive. Now th
compete to meet the latest ener
efficiency and environmental protectio
targets: “These targets do not mean higl
costs only, rather a trigger for improvin
product quality and encouragin
consumers to replace their outdate
energy-thirsty products with new, bett
performing, environment-friendly ones.”

Environmental sustainability and gree
innovation are pillars of the differentiatio
strategy (26% of its investment accordii
to the 2010-2012 investment plar
Innovation strategy is oriented towart
renewable energy sources, through
intense research and innovation effort. Tl
strategic choice of the company is testifi
by newspapers’ articles describing tl
decision of the company to focus on gre
energies.

The company has created a new society
the group dedicated to renewable enerc
that is investing in all kind of renewabl
energy (solar, wind, hydroelectric
geothermic, biomass), where it wills {

Environmental issues guide the company’s
innovation strategy. The company drafts a
Technology Report, that “provides an

outline of the key decision to put

technological innovation at the heart of the
company's strategy for sustainable
development.”

The main initiatives of the company for the

development of the territories where it

operates are defined in Memorandum of
Understanding signed by the company and
the Government of that countries. These
partnership models are the key element
through which the company manages the
relationships with the producers countries
and thus assure its own provision of rough

reach the leadership in Eura material.
CSR objectives are mainly qualitative andCompany strategic objectives are strictfCSR objectives are defined in the multi-Sustainability objectives and action plans
generic (Progressively reducing workplaceelated with the environmental year 2009 - 2013 Industrial Plan. are part of the strategic plan for the 2009-
accidents;  Focusing on  Diversitysustainability issues. The main objectivesThe specific sustainability plans of the2012.
Management; Further involving related to environmental performance andperating units, based on the Plannindmong long term strategic objectives two
stakeholders in projects and internato products quality are included in thelLetter diffused yearly by the Chiefare related to sustainability: Apply the
initiatives; Defining environmental criteria MBO reward system of top management. Executive Officer, are included in highest principles of business conduct.
to be added to supplier evaluation). They managers’ individual target plan. ThesdPromote the sustainability of the business
are not included in management’s reward individual objectives are included in themodel.
system. MBO reward system of the topThe CSR objectives are included in the
management of the firm. MBO reward system of the CEO and of all
its direct subordinates.

Traditional tools provided for the dialogu The involvement of stakeholder i The Large-scale Infrastructure Projec There are a ‘Community Relatis’ and an
with customers. No specific tool achieved only through traditional tools | Unit within the External Relations ‘International stakeholder engagement’
developed for the dialogue with oth¢ public relations department manage t Department discusses with communiti managers within the ‘Stakeholder

representatives the most critical decisic
in terms of the infrastructures building.
The company created an Observatory
Industrial, Environmental and Labc
Policies made by 12 members, s
appointed by the company and another
from labor organizations.

engagement and community relations’ area
of the Sustainability department.
Memorandum of Understanding and
Agreement Protocols are signed with
governments and public institutions of the
countries and regions where the company
operates.
‘Public forums’ for the direct dialogue
with local communities are used to involve
them in episodes of oil spillage.
Only one project realized in partnershipMany partnerships with NGOs related toProject ‘Energyfor’ (a container of projectsCoherently ~ with Memorandum  of
with a nonprofit organization (lo Spirito di sensitization on the topic of water wasten six areas: culture, music, scienceAgreement, the company develops
Stella) to apply ‘Design for all’ principles (example: collaboration with AMREF to environment, education, and sports) irprojects in collaboration with
in designing the company shops. The othatevelop a training kit for children on thepartnership with both public and privategovernmental bodies and local NGOs (e.g.:
relations with the third sector are related tdopic of water management that have beeinstitutions and with organizations engagedollaboration with Amnesty International
donations of funds and goods. diffuse in schools also through the supporih the development of local communitiesfor completing the recovery of sites,
of the company’'s employees). Partnershiffhe company actively participate (mainlydefining ways of re-using gas in the

company’'s  relations  with  public
institutions and media; each commerc
partner is followed directly by a Ke
Accouter; several tools to monitor ar
improve customer satisfaction)

stakeholders categories.
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with the Carbon Footprint association tathrough employees’ voluntarism) at theproduction of electricity for domestic use).
monitor and reduce CO2 emissions (fivadevelopment of the project that are always

products for a green kitchen certified byrelated to the topic of energy and

Carbon Footprint). renewable resources.

CSR department

Ethical code/Co
of conducts

Reporting

Certifications

CSR issues managed by a group of t CSR and Relations with Associations Ur
people belonging to the marketin belonging to the External Relatior
department and not full-time dedicated Department. 6 people work in the Un
that directly refers to the company’s CEC

Sustainability Unit, which operates within
the Public Affairs and Communication
Department (directly reporting to the
CEO), made of 15 people and divided in
two main areas: “Planning, reporting and
professional community” and “Stakeholder
engagement and community relatior

Code of ethic approved in 2002 and EqualCode of Conduct and EnvironmentalEthical code approved in 2002 and revise€ode of Practice from 1994. New Code of
Employment Opportunity Policy. Policy drafted in 2003. in 2004; environmental policy and HealthEthics approved in 2008.

& Safety Policy. Example of policies adopted by the
company: Indigenous Peoples Policy,
Sustainability Policyor Nigeria,policy for
HSE management
Sustainability Report, compliant with the
GRI-G3 guidelines and certified by an
external auditor.

Internal Audit and CSR functiodirectly
reporting to the company CEO.

The department includes the CSR a
internal audit manager, the CSR manai CSR.
for Europe and the Internal audit manag

for Europe.

de

Sustainability report compliant with th
GRI-G3 guidelines and certified by a
external auditor. .

Sustainability report compliant with GRI
G3 guidelines and audited by an extert
auditor.

No sustainability/CSR report

Italian perimeter of the company:ISO9001 certification in all the Group EMAS certification for more than 50% of All of the company's key operating unit
1ISO14001, EMAS, SA8000, ISO 9001,plants. the effective produced power; 1ISO1400Imanagement systems obtained ISO 14001
OHSAS 18001 certifications for the 90%. Electricity distribution certification. EMAS registration (site- or
Spain: 1ISO14001 and ISO9001 for 6 of the network certified according to the 1SOsector-specific) for production units in
company’s stores. 14001 standard, the OHSAS 1800IEurope. Numerous foreign associated
Great Britain: 1SO14001 certification for standard and the ISO 9001 standard. Ga®mpanies, petrochemical plants and gas

the majority of the stores located in the distribution network certified according to pipelines  obtained the certification
airports. 1ISO9001 and SA8000 the 1ISO 9001 standard. integrated with safety management
certifications. systems (OHSAS 18001), quality
management systems (ISO 9000) or both.
Ethical ratings No rating. No rating. Listed on the Dow Jones STOX Listed on the DJSI and the FTSE4good. In
Sustainability Index (DJSI STOXX) ani 2008, best performerin its sector in the
on the Dow Jones Sustainability Wor DJSI.
Index (DJSI World).
Company E Company F Company G Company H
Centrality In the '90s the company on the brink The company seems to identify its strate Environmental sustainability is strictt The Group aims to anticipate market trends

collapse reformulated its business mot
according to criteria ‘instinctively’ inspirec
to sustainability: the option of high quality
the involvement of internal stakeholders a
the economic-financial disclosure, i.e.
open and transparent approach with 1
banks. Three out of 6 key success fact
related to CSR, namely: integrate
management of the production chain; poli
of high quality and certified safety

with its social responsibility: “The interest
of the community coincide with the interes
of our shareholders.”

Coherently, the company adopt a ‘N
patent’ policy for the results of scientifi
research, by waiving any right to protectic
by means of patents or copyrights, in orc
to “avoid that the interests of business
take priority over the more diffuse interes
of public health”.

related with the key success factors of 1
firm, especially in the two business areas
water provision and waste management (¢
increasing separate waste collection with 1
subsequent  recovery of  material
decreasing landfill disposal of waste, a
recovery of energy from waste; limitini
subsidence resulting from groundwat
collection; reintroduction of water into th
environment (sea and rivers) followin

and requirements through a strategy
focused on environmental issues and
optimization of resources. Examples:
special cement products aimed at providing
a genuine industrialized solution to the
problem of pollution in cities

(photocatalytic  principle for cement
products which can reduce organic and
inorganic pollutants that are present in the
air; new range of high-tech, eco-compatible
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CSR
objectives

Stakeholder
involvement

Partnerships

institutional reputation improvement. process downstream from collection | sulfoaluminate clinker-based products); eco-
sewerage systems and required treatmeni housing (100 sg.m house costing 100,000
euro, designed to combine energy savings
and reduce financial outlay).
E takes an integrated approach towardSpecific and quantitative CSR objectivesBalanced Score Card system extended to &luantitative targets and specific dead line
quality, with objectives that are not only(e.g. SA8000 certification; scholar project insenior and middle management. ‘Balancedor CSR objectives.
financial, but ethical and environmental asMalawi; GRI compliance; % reduction of objectives are distributed over four areasThe CSR objectives are included in the

well. chemical waste; % improvement of trainingdevelopment, quality and corporate sociaMBO system of the company's top
The objectives related to these issues ahmurs, etc.) not included in the reward andesponsibility, organizational integration,management.
included in the MBO of all the managers ofincentive system of managers. efficiency upgrading. Senior and middle
the company. management remuneration system is linked
(15%-20%) to the achievements of target set
in the BSC.

Workshops organized every two ye One-to-one interviews with the employee Residential Advisory Boards created ne ‘Open door’ activities that give the
involving about fifty stakeholders of higl focus groups dedicated to the dialogue w to the most critic plants of the company m opportunity to all the interested stakeholders
profile  (presidents, CEOs or executive the commercial network of the compan of members elected by citizens a to visit the plants.

representatives  of  suppliers, client direct visiting to the main social and publ company’s representatives. Steering committee created and chaired by

environmental  associations,  financi institutions near the plant. the Human Resources Director with the

institutions, administrative institutions Annual stakeholder meeting with the sco participation of several managers from head

consumer associations). to enable the different stakeholders office and plants that intervenes in case of
dialogue among each other. restructuring.

Long-term partnerships with nonprofit Several projects in cooperation with thePre-treatment project for electrical andCorporate giving to nonprofit organizations

with the organizations for the development ofthird sector. Example: partnership withelectronic appliance waste developed iffor example cement donation to the Cancer
nonprofit projects where the company is involved imrAccra in Cameroon and Ciad focused on thprisons ~ with  the primary regional Association for the construction of the
sector terms of project design and employeeslevelopment of an innovative extractioneducational agencies and several ltaliahlealth and Hope Oasis, a supportive care
participation (e.g. creation of a dairy inprocess for an homeopathic oil used by thBlunicipalities). Partnership with centre for children in cancer treatment).
Tanzania) company. Now the vegetable oil is producedfondazione ASPHI, to promote the skills
and sold by a local social cooperative. and potential of differently-able people in
the company, analyzing their satisfaction
levels, improving their work and carrying
out professional requalification activities.
CSR No organizational department dedicated External consultant Corporate Social Responsibility Unit und: Sustainable  Development Department,
department CSR. CSR manager belonging to tl the responsibility of the CEO. directly reporting to the CEO. The
Internal communication department. Another Unit dedicated to the “Integrate Department is divided in four main areas
management of Quality, safety ar dedicated to the following topics: health,
Environmental policies (QSA)” climate change, safety and social.
Ethical Ethical code of the company and sociaCode of ethic Charter of values, Code of Ethics, approvei¥alue chart and environmental policy
code/Code of policies toward all its stakeholder on 2007. statement
conducts categories.
Reporting NO Sustainability report not GRI compliant ar Sustainability report compliant to GRI-G Sustainability report not GRI compliant and
not externally certified guidelines and certified by an extern notexternally certified
auditor
Certifications ~ All the group’s production facilities 1SO ISO 9001 certification. They are working tolSO 9001, ISO 14001, EMAS, OHSAS Several plants reached I1ISO14001 or EMAS
9001 certified. obtain the SA 8000. 18001, ISO 27001 (certification ofand ISO 9001 certifications. Plants in
information security management systemsjleveloping countries are SA8000 certified.
certifications.
Ethical No rating No rating No rating Listed in the Dow Jones Sustainability
ratings Index
Company | Company J Company K
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Centrality

CSR
objectives

Stakeholder
involvement

Partnerships
with the
nonprofit
sector

The Bank and Society laboratory, whose mission ois
extend the boundaries of credit provision, is ‘R&
department for social innovations of the bank’. STl
laboratory, staffed directly under the CEO, in tast three
years has focused on the study and design of newvative

banking services for classes of potential custorgererally
rated as ‘non-bankable’, such as students, socfatmrises,
laid off workers, and householders with non seffisient

members.

The effort of the laboratory lead to the creatidhaonew
bank of the group exclusively dedicated to thedttsector
and to the financing of social enterprises (for finst 10

years this branch of the bank will remain non-gjofi

CSR objectives are quite generic and broad and
expressed in quantitative terms. CSR objectives rae
considered in the system of reward and incentives.

Engagement program launched in 2007 with the s¢op
verify the consistency of Bank activities with coftments

assumed and the level of awareness of the susiiéina
approach adopted by the Group. The program endgdan
multi-stakeholder” workshop in 2008 involving thank’s

managers and a qualified selection of opinion lesd
customers, members of the financial community, aede
institutes, universities and NGOs, with discussibegl in

four specific topic: Environment and Energ
Macroeconomic trends and Social globalization; Fatmn

and immigration; Quality of life. The workshop ispeated
yearly since now.

Numerous
organizations and the “bank and society” laborat(ey.
partnership with a social enterprise network f@ fibunding
of new nurseries). The role of the nonprofit orgation is
usually to provide competencies on the social ptognd
nonprofit organizations developing them, in ordeehable
the provision of credit without asking for real galatees.

The ‘hot topics’ in terms of sustainability are altictly
related with the company core business (e.g. dic
inclusion, electromagnetism, minor’s defense).
Innovation goals are related to environmental isgeasure
lower energy consumption and a reduction
electromagnetic fields; select new Broadband egeign
considering their energy efficiency in order to miize
environmental impact and contain customer ene
expenditure; development of intelligent transporstems
and services to enable people to use means opterend
infrastructures more efficiently, more safely andhwess
impact on the environment).

Development of several innovative products thatedile to
provide a social benefit, like the telemedicinevams, or
the products addressed to elderly and disabledjaediwith
the aim to reduce the digital divide.

ridtistainability objectives are part of the 2009-28trategic

Initiative related to the business of the bankvatéd in
response to negative events that undermined itstatpn.
Example: in 2006 the bank funded a nuclear plant in
Bulgaria, in an area that was later discoveredet@dismic.
This event lead to the definition of a clear polfoy risk
management in nuclear funding, discussed with Gresre
activists. After the bankrupt of an Italian compankiose
derivates were sold by the bank, it created inaboltation
with the consumers association a committee
independently evaluated the controversial cases taokl
decisions in terms of their refunding.

that

CSR objectives are not clearly specified.

plan and are defined through a systematic procedulone of the strategic objectives established insthategic

identification of areas for improvement of susthitity
performance; comparison of these improvement angts
investment projects; definition of specific
monitoring. Sustainability objectives are included the
variable remuneration system

Communication with stakeholders is achieved throt
traditional tools, with particular attention to tholvement
of consumers.

long term partnerships between nonprofieveral partnerships with public institution and OESin

which the company is operatively involved. Somenepkes:
collaboration with Social Policies Councils and Mueer
Associations of the towns involved, aimed at prowidfree
assistance at home to the over 65s; partnership awiton-
governmental institution to improve the economitivétees
of small and medium businesses through the useobflen
telephones. Non profit associations are also iredln the

plan 2008-2010 is related to sustainability. Theg aot
included in managers reward system.

targets

Creation of Territorial Committees, that are adwys
bodies, comprising a variable number of externaiivers,
selected from key figures in the worlds of busingssde
associations, local independent bodies, cultureyiteible
organizations, research in specific territoriegnsent bank
managers. The Territorial Relations Department evaated

in 2008 with the purpose to strengthen relatiortasben the
bank and the local context and to study new busines
opportunities coming from social necessity.

Sponsorship of nonprofit institutions operatingtie field of
healthcare, culture, and sport.

development of new products, such as the e-heathca

services or the mobile phone for deaf pec

CSR
department

Corporate Social Responsibility Unit directly degimy

from the CEO with 10 people employed, each ¢
responsible for one specific CSR topic. In eachdbepent
there is a CSR Delegate (for a total network op&6ple).

Sustainability Group team of 12 people, part of Exéernal
Relations Department and reporting to the CEO.slt
divided in two areas: the Management Control a
responsible for reporting and the Planning arepamsible
for planning.

The group is supported by a network of referents deta

The Corporate Sustainability Unit was establishetth@end
of 2008. “The Group Identity and Communications
Department, through the Corporate Sustainabilityit,Un
manages the outside-in aspect of the Reputations R
Management Framework, evaluating the perspectifesl o
relevant stakeholders on specific reputationaléssand the
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owners, operating in all business units and cefiraltions. overall impact of these issues on the company'stegjon.”

Ethical Code of Ethics. Arms policy and Environmental pplic Code of ethic. Policy statements related teirenment, Integrity Chart. Policies developed referencing anaj
code/Code of customers, suppliers and social issue. international agreements including Global Comp¥éorld
conducts Bank standards and the Equator Principles
Reporting Sustainability report compliant with GRI-G3 guihels and Sustainability report compliant with GRI-G3 guideds and Sustainability report compliant with GRI-G3 guideds and
he Italian Banking Association's Stakeholders' Repbis certified by an external auditor. certified by an external auditor.
certified by an external auditor.
Certifications ~ 1SO9001, 1ISO14001 and I1ISO27001 certification. 18@9 1SO14001, OHSAS 18001; 1SO27001 (datt5014001 and EMAS certifications.

security) in the department of the company thateha

major impact on products and services.
Ethical Listed in the FTSE4good Dow Jones Sustainability World Indexes (DJSI Warlk Dow Jones Sustainability Index (DJSI) and FTSE4{500
ratings Financial Times Stock Excnge for Good (FTSE4Goc Index Serie!

Table Al. Description of integration and integration variabie the analyzed companies
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Chapter 24

An Analysis of the Managerial and Organizational Enablers of CSR-driven

Innovations

* This chapter is at the basis of the paper "Anysislof the managerial and organizational enale@orporate Social
Responsibility-driven innovations: the case of s@ganpaolo”, coauthored by Paolo Maccarrone andrieedFrattini.

It has been submitted Business Ethics: a European Review



2.1 Introduction

There is empirical evidence showing that a stroogmitment toward CSR can push the
company to develop innovative products and serwaés a high social and environmental value
(see, e.qg., Padgett and Galan, 2010; Wagner, 20h8%e innovations are named in literatG&R-
driven innovationgor, similarly, sustainability-drivenor corporate sociainnovations,CSR-DI in
the following) and can be defined as “new markeitcges, products and services or processes driven
by social, environmental or sustainability issuékeeble et gl 2005: 3). They open up new
business opportunities for the firm and are ofts@rce of competitive advantage, thus reconciling
CSR and business profits (McWilliams and SiegeD12(Hull and Rothenberg, 2008; Maxfield,
2008; MacGregor et g2010).

Unilever, for example, turned to groups of localmemn for the distribution of its products in
the remotest rural areas of India, where traditi@hstribution channels proved to be ineffective.
This represented a great opportunity of economield@ment for these women and their villages,
on the one side, and at the same time an opportdmit Unilever to enter this new market
(WBCSD, 2005). Snaidero (an Italian producer othn furniture)’s ‘SkyLab’ kitchen designed
for people in wheelchair is another example of thipe of innovation, which rapidly became one of
the most successful commercial products of the,fidone to its simple and comfortable design
(Verganti, 2009).

These examples highlight the increasing importattached to CSR-DI by firms working in
different industries. Anyway, no attempts haverbdene so far, to best knowledge of the authors,
to analyse what levers a firm can act upon in thglementation of its CSR strategy to improve its
ability to identify and develop CSR-DIs. Since thype of innovation is increasingly regarded as a
tool that enable firms to generate profitability ilghcreating social benefit, this gap appears to be
particularly important to address. Accordingly stischapter aims to provide exploratory evidence of
how a firm manages and organizes its CSR actsvéeethat the identification and development of
CSR-Dils is facilitated.

To this aim, the article discusses the experiefidetesaSanpaolo (or ISP), the largest Italian
bank. The CSR strategy of this bank is primarilgu®ed on the development of CSR-DlIs, which
are aimed at expanding the credit disbursementidgaddantaged social categories that cannot
provide real or personal guarantees. These innavatioducts and services have been acquiring an
increasing relevance in ISP’s strategy and opearatand have been included among the pillars of
the strategic plan for the period 2011-2015. Faséhreasons, ISP case study appeared to be
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particularly useful for the purposes of this reshaand it allows to study the phenomenon of

interest under insightful and exemplary circumsésnc

The analysis of the case study, informed by estaddl theories from the CSR and innovation
management fields, unearthed several organizatiandl managerial aspects to which ISP pays
particularly attention as they are able to streaennd foster the development of CSR-DIs. These
findings are of particular interest to both scheland practitioners. The latter will find severales
regarding the management of CSR processes thatl dmiladapted to and applied in their
organizations. The former will be encouraged tohfer study how established theories can be used

to shed light on the interesting and under-reseattbpic of CSR-DI management.

The structure of the paper is as follows. Firswiit review the relevant literature regarding
the relationship between social and environmest&las and innovation. Afterwards, the rationale
for using a single case study and the methodolbgietails of the empirical analysis will be
presented. The case study is presented in thetgesettion, whereas the discussion section
summarises and discuss the main findings of théysisaFinally, the last section concludes and

outlines avenues for future research.

2.2 Literature review
The most developed streams of research addressiting docio-environmental issues and
innovation are known with the terms ‘eco-innovatiqor ‘green-innovation’), ‘base of the

pyramid’ and ‘socially responsible design’.

Literature on eco-innovation investigates the iraign of environmental issues in the
innovation of products and processes (see, for pkariroster and Green, 2000; Phillimore, 2001;
Berchicci and Bodewes, 2005). According to Barsa Roth (2000), firms may invest in eco-
innovations given their social responsibility conmmént and their desire to act in a correct (ethical
way, preserving natural resources for future gdimrss While pursuing this environmental
objective firms often gain also competitive advgets due to increased efficiency, reduced costs
and gain of a premium price from the most sensitmesumers (Manning, 2004; Triebswetter and
Wackerbauer, 2008; Reinhardt, 2008). Patagonia aompfor example, innovated its production
processes and value chain in order to realizepstswear using only non-polluting materials, such
as biological cotton, instead of fabrics derivednir oil. This choice was determined by the
company’s environmental-oriented culture and vallbes it also became the main differentiating
element of its value proposition and it createdagigand recognition within the apparel industry

and amongst consumers (Pongtratic, 2007).
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The Base of the Pyramid literature studies theiness opportunity to address a new
unexplored market area at the bottom of the s@giedmid (Prahalad and Hammond, 2002), that is
made of the two billion people living with less th2.5$ a day. When entering markets in
developing or emerging countries, companies inrettatir products and processes and sometimes
their entire business models in order to resporttiéaneeds of the local populations (Prahalad and
Hart, 2002). Doing so they generate a consequemnldwenefit deriving from the inclusion of poor
countries’ population in the market and companyhkig chain (Jenkins, 2009). An example is the
mobile phone created by Safaricom, Vodafone’s Afri@affiliate. In order to fit the needs of rural
villages’ population, this innovative phone is madg fully recyclable materials and it is
rechargeable through solar energy, so that it eamsled also in areas where electricity might not be
provided (or can be very unreliable). This innomatled to an improvement of communication
between rural villages and a consequent increasesatdr commercial transactions (GSMA

Development Found report, 2009).

‘Design for all’, ‘design for environment’ and, nebroadly, ‘socially responsible design’ is
defined in the literature as the use of design ddress social, environmental, economic and
political issues (Davey et al, 2002). Even if thaimfocus of this body of literature is on the
technical design of products or services (Papab@85; Whiteney, 1993; Dearden et al., 2007), the
social and/or environmental benefits provided by #ind of innovations are evident. An example
is the case of Snaidero, an Italian producer afhleh furniture. The company designed a kitchen
specifically for the needs of disabled and eldgogople. The initiative was driven by the
established orientation toward CSR of Snaidem®:aim of the company was to improve the degree
of independence of these disadvantaged peopleein daily life. However, this novel product
opened up a new and profitable (although not largajket. What is more, over time the new
kitchen, due to its innovative design and simpfiaif use, became very much appreciated by
Snaidero’s mainstream customers and turned outet@re of its best-selling items due to its

simplicity, its comfort and its innovative desigviefganti, 2009).

The incipit for the development of similar innowats can spread from the business strategy
of the company, its willingness to enter into udergd and growing market areas (as in the case of
BOP innovations), to conquer new niche consumexr$of@'design for all’ product and services) or
to gain cost or differentiating advantages (asgf@en innovations). However, the examples quoted
above show the possibility that the business adwmst emerge as indirect consequences of an

innovation driven by the CSR commitment of the camp (Snaidero and Patagonia case studies
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are quite explanatory in this sense). This evidawdirms that CSR can represent an important

driver of innovation, and in turn CSR-DIs can imyea firm’s competitive advantage.

Literature provides many insights regarding how @3R be implemented and managed (see,
e.g., Maon et al, 2009; Sharp and Zaidman, 2009) sunggests many organizational (e.g.
establishment of a CSR unit (Graafland et al, 2088pn et, 2008)) and managerial (e.g. strategic
stakeholder management (Freeman, 1984)) aspettsathaupport the effective implementation of
CSR. However, despite the potential strategic eelee of CSR-DI, to the best knowledge of the
author it has not been investigated so far how @ngs can manage and organize their CSR
activities so as to facilitate the development &RzDI on a continuous and systematic basis. This
testifies to the importance of the research questiddressed in the paper, i.e.: how can a firm
manage and organize its CSR activities so as poowe its ability to generate and develop CSR-
DI?

2.3 Methodology

Considering the exploratory nature of the researofect and the importance of ensuring an
in depth analysis of the phenomenon from diffeyspectives, both internal and external to the
firm, the most appropriate methodology appeareddoa single case study (Yin, 2003). The
selection of the case was based on the combinafi@mgoing research activities and theoretical
interest (Siggelkow, 2007). ISP CSR strategy ammization have been deeply investigated in the
previous phase of the research (chapter 1). Thaysia enlightened the development of CSR-DlIs
as one of the most important elements of the C&Resgly of ISP. These innovations consist in new
services created to enlarge financial inclusiodisadvantaged social categories, such as non-profit
organizations and social enterprises, immigrantemployed people, or others who cannot provide
sufficient real or personal guarantees such asestadand small and medium enterprises. Some of
these products and services have successfullyibekeded in the company’s commercial offer and
they are gaining a major relevance in ISP busiséisdegy, as can be noticed by looking at the
bank’s 2011-2015 business plan. This suggestsi8fiais a particularly appropriate case to study

the phenomenon of interest.

As regards the sources of data, it is necessastyttirbriefly describe how ISP is organized.
ISP was born in 2007 from the merger of Banca ineesd Sanpaolo IMI and it is now the market
leader in Italy in every area (retagbrporateandwealth managementwith a market share near to
20% in most Italian regions. ISP operates alsceintral-east Europe, Middle East and Northern of

Africa. The bank has a divisional structure, assshn Figure 2.1.
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The Head Office Departments comprise both the C8Ralment and the Bank ¢ Society
Laboratory (hereafter ‘Laboratol for simplicity), which is the organizational struot dedicated t
the development of CSR-DIBanca dei Territori (the domestic commercial bagkiis responsibls
for retail customers, private customers and SMHsis Tdivision comprises all the territori
branches of the bank, Banca Prossima (BP, the bhtlle Group dedicated entirely non-profit
organizations), Mediocredito (the bank dedicate@®mEs), and other banks dedicated to spe

client segments.

INTESA || SNNRAOLO

HEAD OFFICE
DEPARTMENTS

CORPORATE .
PUBLIC AND INVESTMENT GANGA IREEVIECHSAL OTHER GROUP
FINANCE BANKING PEI TERRITORI SUBSIDIARY SUBSIDIARIES
= e ion DIVISION(1) BANKS DIVISION e :

(1) Domestic commercial banking

Figure 2.1.Bank structure

The main data source used for empirical analysifhias been direct, fa-to-face interviews,
for a total of around 50 hours of tape recordeérinéws.| involved in data collectic five ISP
employees and two peophlelonging respectively tPolitecnico di Milani and Consorzio Gino
Mattarelli (an Italiannetwork of social enterpris¢, both partners in théaboratory’s projects
Table 21 gives details of the people interviewed, indiegtihe company or group they belonc

and how many interviews were underts with them.

This information was complemted and triangulated with material from secondayrses,
i.e. internal records and documentation regardhmgy firm’s CSR-DI projects, itssustainability
balance sheets, other official documele.g.,annual balance sheets, business plans, presses)
and press releases and publicly available data coledteough the professional datab

www.lexisnexis.com.

Company Role of people interviewed Number of interviews
IntesaSanpaoldgad Office Departments Coordinator of Bank&Society Laboratory 7
Banca ProssiméBanca dei Territori Divisio))  CEO of Banca Prossima 3
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IntesaSanpaoldead Office Departments) Corporate CSR manager 2

Banca ProssimaB@nca dei Territori Divisioh ~ Responsible of stakeholder relations 2
Mediocredito Banca dei Territori Divisiop CEO of Mediocredito 2
Banca dei Territori Division Front-office employee 2
Consorzio Gino Mattarelli President 3
Politecnico di Milano Full Professor 2

Table 2.1.The interviews

2.4 Results

The present section describes the CSR strategghfahd in particular the role of the Bank
and Society Laboratory, which is the organizatiosialicture that is responsible in ISP for the
development of CSR-Dls.

The CSR strateqy

The paths along which the bank is moving in its CS8Ritegy are mainly three: (i) the
diffusion of the CSR culture at all levels of thank and in its foreign branches; (ii) the
improvement of the stakeholder engagement prode@gsthe innovation of core products and

services in order to enlarge the access to crediisbdvantaged categories.

With regard to the first element of ISP’'s CSR &gyt the model followed by the bank is
based on self-responsibility of the departments$ #na committed to ensuring application of the
values and principles of social responsibility imeit business activities. In this respect, a
fundamental role is played by the ‘CSR Delegategpointed by the Heads of the relative
departments and collaborating with the CSR Untthimfollowing tasks: identification of the social
responsibility objectives for the department in gfign; management of relations with major
stakeholders regarding the relevant issues; marageand monitoring of projects underway;
preparation of the Social Report; identificatiordananagement of cases of non-compliance with
the Code of Ethics. As at the end of 2010, the NMetweounted approximately 55 Delegates across
all Departments and Banks of the Group in Italy &a8delegates from the International Subsidiary

Banks.

With regard to the stakeholder engagement prodesgolved significantly in the four years
after the merger, as reported in the ‘Stakeholddation Report 2007-2009'. In the first phase, the
focus was primarily on solving critical situationsith a responsive approach. In the subsequent

phase, the Bank went about systematically involvisgtakeholders in risk management, reaching
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what the bank described as ‘integral strategic giaigon for sustainable competitiveness’
(Stakeholder engagement Report, 2007-2009), whifers to a systematic dialogue with
stakeholders that lead to a joint definition ofugysustainability strategies.

This ‘strategic integration’ was carried out thraufipcus groups dedicated to the various
categories of stakeholders. In 2008 ISP CSR stafirozed the first multi-stakeholder forum: the
addressed stakeholders were clients, collaborainds trade unions. On behalf of clients, for
example, several actors were involved: the familkiient of ISP, in order to evaluate the
appropriateness of the current offer to the speaifteds of young people; large and medium
corporate clients, to see how the bank could Hedntface the sustainability challenges in their
industry (such as reduction of emissions, maint@nisustainability criteria while going
international, respect of human rights); the cornsuassociations, to evaluate the efficacy of the
actions undertaken by ISP to face up to the ecamamsis (such as renegotiating mortgages,
agreements with category associations for helpmglisand medium companies and unemployed
people). Also NGOs were involved in order to prapstrategy guidelines to the Bank on key and
current issues such as the environment, immigratgobalisation. On the path of this positive
experience, the bank organized multi-stakeholdeoliement as a systematic process, whereby
different stakeholders are addressed periodicalllly appropriate tools. With respect to NGOs, for
example, in 2010, 9 international NGOs operatingaty were selected based on the specific issue
they are expert in and have been addressed thrdiugtt interviews in order to collect ideas on
how the bank can contribute to mitigating environtakand social impacts through its role in the
economy. Since 2009, the engagement process andestdts are annually reported in a
‘Stakeholder Relation Report’, additional to thectabReport.

Beside these CSR development paths, the bank isnited toward innovating its core
business in order to enlarge financial inclusiortiose disadvantaged social categories that are
usually excluded from credit provision. The devahgmt of these CSR-driven product and service
innovations represents a central point of the Ci&Reg)y of the bank, and is managed by the Bank

and Society Laboratory.

The Bank and Society Laboratory

The Laboratory was created in 2002 by the CEO ofcBdntesa, now CEO of ISP. It can be
described asthe Bank R&D department for social innovatig@EO of BP), and its key mission is
to enlarge financial inclusionThere are about 8 million people in Italy who dd have access to

financial services: about 16% of the populationamgt the euro zone average of 7%. The most
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vulnerable social groups are those who do not leaven-going income, for example young people
and immigrants, for whom “non access to banks”fiei paired with social exclusidiiiISP Social
Report, 2010).

The innovative element of the Laboratory’s produatsl services consists in the search for
new solutions to provide credit without asking felal or personal guarantees that these social
categories cannot provide. However, these innonatare designed in order to guarantee a limited
risk exposure for the bank which makes them ecooalhgi sustainable and replicable in the long

run.

The Laboratory reports directly to the CEO of theoup and operates as an independent
business unit, with its own dedicated budget. 3Jike of the annual budget depends largely on the
Laboratory’s ability to generate new projects ashebs. Typically, the overall expenditures for each
project is below 35,000 € (not including credithlissement), and the Laboratory has carried out 17
projects since its foundation. Given the limitexdafncial effort and the explicit sponsorship of the
CEO, the Laboratory is quite free to decide howallocate its budget, since no target financial

returns (in terms of ROI, profits, etc) are setrirthe corporate level.

This peculiarity allows the Laboratory to operatste| differently from the rest of the bank. It
can explore new solutions without bowing to thealidagic of profit,“We work in a department
that is totally separated from the bank, becausethwek in a very different way. For us the
creation of social value is the first think, not ki money.”(B&S Laboratory coordinator). This
diversity is confirmed by the peculiar featureshd Laboratory’'s management systems, operational
procedures and staff motivation. With respect ®ubBual strict rules and routines of the bank, the
laboratory staff has major freedom and flexibilitfte can work the whole night if the project
needs it, but we do not have any fixed time talikt is possible because people who work in the
Laboratory believe in its mission, they do not ne&tt control.” (B&S Laboratory coordinator).
The hierarchy structure is flat and the relatioesMeen people are informal, even with respect to
the highest managerial levels. The informality esent a stimulus for creativity and exchange of
ideas: Each person in the group, at each hierarchical leigeexpected to propose new ideas to the

team, to point out new critical social isstéB&S Laboratory coordinator).

At its first beginning the Laboratory employed 5opke, who have grown up to 15. The
recruitment criteria are aligned with the laborg®mpeculiarity. Three are the main skills required
to people to work in the LaboratoryTHe ability to think outside the box of busineggdotheir

ability to establish relationships both inside andtside the company, and the motivation and

52



strong commitment to the social mission promoted tiy Laboratory” (B&S Laboratory
coordinator) They need to think and implement solutions havimgnind first their social impact,
and not the profitability they can generate. Thegdto establish relations both with the bank, in
order to facilitate the transfer of the new prodoctservice in the ‘mainstream’ (the commercial
offer of ISP), but mainly with non-profit organizats: “Their capacity to built relations with the
third sector is important, because our way to agato clients is not commercial, but collaborative:
the clients are involved in the creation of a prodsuited to their need$ (B&S Laboratory
coordinator). Finally, a real belief in and commaimb toward the Laboratory’s mission and the
social value it generates are fundamental. To assurh commitment human resources are chosen
considering as a discriminate criteria also themgkterm experience of volunteers in the nonprofit
sector.

CSR-driven innovations

Since its foundation in 2002 the Laboratory has gleted 16 projects, and one is still in the
development phase. In this section | will brieflgsdribe the content and objectives of some of

them.

BRIDGE was the first project developed by the Labary in 2002 and consists in a bank
loan specifically designed for university studergeanted on the basis of their academic
performance, without asking for any real or pers@uarantees. In the start up phase the project
was developed in partnership with four Universitigsee Polytechnig Universities (Politecnico di
Milano, Torino and Bari) and Universita delle Mag¢land it was later extended to 16 Universities.
The universities have the responsibility to evadudite students’ academic performance and they
provide a small financial guarantee (between 3Hitd of the loan) through a dedicated fund. The
main innovation in BRIDGE regards the process efditrdisbursement. The loan is supplied in
multiple tranches, one every six months and itigbutsed only if the university confirms the
student’s good performance. The loan repaymentsstar year after the student’s graduation, in
order to leave him the possibility to start his lWwng career; after this year BRIDGE, if not totally
refunded, can be converted into a standard loaa.ifterest rate for all the duration of the loan,
both during its disbursement and during the repaynpbase, is lower than the one applied for
traditional loans and remains fixed for 12 yeafs IT software has been developed to enable the
shared management of the loans between ISP andriversities; this tool enables the bank to
allow the loan provision at every tranche basedhanuniversity’s evaluation. This has been the
major investment made for the project developmémtie high level of investment in the IT

infrastructure and the low interest rates appliedk® it still not profitableHowever, it is clear that
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profit is not the primary mission of this projedB&S Laboratory Coordinator). BRIDGE has
reached a noticeable diffusion, even if it has le¢n explicitly promoted, thanks to the word of
mouth among students. Currently it is sold by nmtben 6,000 bank windows of the Group; more
than 7,000 loans has been provided for a total amoti around 49 million €. Around 1,000
students have already began to repay the loanat ttiere have been only 9 defaults, and they

were all critical cases, such as students commg fiteveloping countries.

PAN, (Progetto Asili Nido, i.e. nurseries project)ias been built upon the BRIDGE
experience. It is a Consortium born in 2004 from partnership between ISP and the three major
social enterprise networks operating in Italy i tthildcare sector: Consorzio Gino Mattarelli
(CGM, the largest Italian network of social enteses), ‘Compagnia delle Opere’ (another catholic
Federation of Social Enterprises) and DROM (NatioGansortium of Social Cooperation of
LegaCoop, the oldest social cooperative in ItaRgcently also FISM (Federazione Italiana Scuole
Materne, i.e. Italian Federation of nursery schpsed the Consortium. The aim of the project is
to create new nurseries on the whole nationaltéeyri assuring families a high service level. The
bank has the role to fund the start-up phase ofntimseries. The role of the social enterprise
networks is to support the new social enterprisegefining their business plan, to provide training
for the employees and to promote the nursery selivi¢he territory. The professional knowledge
that the social enterprise networks have of thédchie business, and their direct participation in
the evaluation and improvement of business plangeases the solidity and sustainability of the
managerial aspects of social enterprises thus megltice bank’s risk: therefore it can grant credit
without asking for any personal or real guarantesturther risk covering, the Consortium provides
a guarantee for the 5% of the sum funded by th& mreach nursery. The new nurseries are given
the quality brand PAN, that guarantees the qualitthe infrastructures, the educational program,
food, medical assistance and the fairness of tteeis. The Consortium inspectors periodically
verify the compliance with the quality requiremefds maintaining the PAN brand. Thanks to this
project, 416 new nurseries were born in Italy. Thaye more than 12,000 family clients and the
total amount of funding is around 15 million eukoreover, they employee around 3.000 teachers,
all women, around 30 years old, all of them graedathus contributing to improve the female

employment rate in the country.

The IntesaNova project, developed with the ainmprove product and process innovation
in small and medium enterprises through dedicatedlitc lines, works similarly to the other
Laboratory projects. The disbursement of fundsiiget to a positive assessment of the innovation

project, which is carried out by three technicaivarsities (Politecnico di Milano, Politecnico di
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Torino and Universita degli Studi di Trento). Thesassment is based not only on objective
parameters (e.g., annual reports, assets), butbglsaking into account other qualitative aspects
which are considered as ‘leading indicators’ (gpoedictors) of the long term value that can be
generated by the projects. They examine the teahai@aracteristics of the innovation, the quality
of the technical solution relative to the statéhaf art and the ability of the company to manage th
technology throughout the project. This evaluaterables the bank to reduce or eliminate the
necessity of personal or real guarantees. Aftenteer, IntesaNova, with the new name of Nova+
has been incorporated into the bank of the GrowgriBpally dedicated to small and medium

business clients, called Mediocredito. Since 20@3project has provided more than 1 million euro

of funds for innovation projects in SMEs.

Table 2.2 summarizes the main features of the piopescribed above and others developed
by the Laboratory. This is not an over comprehensiymmary of the Laboratory’s projects, but it

has an illustrative function.

Project Starting date Social aim Partners Current guation
BRIDGE 2002 Provide credit to students, noAt the beginning: Politecnico It is part of the commercial
asking for real or personaldi Milano, Torino and Bari offer of the bank sold by local
guarantees and Universita delle Marche. branches.
It was later extended to 16
Universities
PAN 2004 Fund high quality socialThree main social enterpriseThe service is managed by the
enterprise nurseries networks in Italy (Compagnia Consortium and the credit to

delle Opere, Lega Coop,social enterprises is provided
Consorzio Gino Mattarelli). by BP. The service is
Recently also FISM - proposed as additional service
Federazione Italiana Scuoleto ISP clients by territorial
Materne, joined the branches.
Consortium.

NOVA+ 2004 Foster innovation in SMEs Technical Larsities The service is now totally
(Politecnico  di Milano, managed by Mediocredito, the
Politecnico di Torino and bank of the Group dedicate to
Universita degli Studi di SMEs.

Trento).
PRIMI 2006 Assist new ltalian citizens inProvincia di Milano and The service is now under
(Project  for developing  entrepreneurialFondazione Antiusura revision as it did not obtained
Immigrant activities the expected results
Entrepreneurs)
ALFA 2007 Set up new ‘family homes’ ANFFAS Foundation (the The service is proposed as
(ALtra for people with disabilities main Italian association of additional service to ISP
FAmiglia, disable people’s relatives) andclients by territorial branches.
other family) the network of social
enterprises Consorzio Gino
Mattarelli.
SPIN 2010 Fund the restructuring of sporf sports promotion bodiesThe partners have been
infrastructures managed by(recognized by CONI, Italian identified and the project is in
nonprofit associations National Olympic Committee) the operating design stage.

Table 2.2The CSR-driven innovation projects

The Laboratory experience with non-profit orgatimas and social enterprises led to the
creation in 2007 of an independent bank within @r@up, called Banca Prossima, specifically
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dedicated to non-profit customer segments (foundafi social businesses, associations and the
religious world): The decision to create a specialized bank to besteve the third sector is the
result of the experience gained by the Laboratoryour years of collaboration with non-profit
organizations. This is a project that affects thaywwe do business with a clientele usually
neglected by banks, but that could soon take chafgeany services no more supplied directly by
the system of public welfaréCEO of BP). In order to face the peculiar resfseof this sector the
new bank completely revised the process of riskyaisa “We formulated a new ad hoc rating to
correctly evaluate the sustainability of clientsitlare radically different from those of ‘privates
‘companies’(CEO of BP). The new evaluation model is not imtrast with the bank’s traditional
analytical methods, but it also considers qualieaBlements, such as fund raising abilities, sicces
in projects funded by foundations or public bodgs,centage of work from the private sector and
internal governance. Moreover, BP has a specialfuisd (‘Fund for the development of the social
enterprise’ ) drawn from the company profits; 50¢ahese profits (100% for the first 10 years
since its foundation in 2007) by statute have totdamsferred to the fund. The fund makes it
possible to intervene in particularly risky aredmit also very relevant in terms of the social galu
generated. The fund is not part of the bank ecanty it would be given to charity in case of closing
or dismissing. The results achieved by this newkbahthe group are remarkable: the sums
negotiated at the end of 2010 increased by 82% #0669, and in the first three months of 2011
they have grown by a further 250 million. After days since its foundation the bank reached the

break even acquiring 14.000 clients, of which nearhalf were not ISP client before.

CSR-driven innovation projects management

Each of the Laboratory’s projects starts with arplorative phasethat lead to the
identification of the social need to address. Thennfeedbacks comes from media, customers and
non-profit organizations and are collected by tf&RQJnit, the CSR Delegates and the territorial
branches who are in direct contact with clients.d&scribed before, clients (such as families, and
SMESs) are explicitly addressed in order to undestaow the bank is answering to their specific
needs (BRIDGE and Nova+ are an example of the basgonse to such needs). Medias are
systematically screened in order to find out thgomsocial problems at national level: for example
the idea of PAN raised from the Laboratory awarsmdghe scarcity of quality nursery schools on
the Italian territory. Moreover, nonprofit organimas are an important window on social problems
and needs, with whom ISP has a preferential corareparticularly after the creation of BP and its

‘Stakeholder relation Unit’.
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This first phase is followed by the so-callsttategic desigmactivities, during which the
intervention model is definedOnce defined our objective we need to understaretevand how
we need to change and innovate the process oftgoeaisiori (B&S Laboratory coordinator).
The identification of the project partners is fundantal in this phase, as all the projects of the
Laboratory are developed in partnership with a m@dof 2 or 3 partners, for the majority (around
80% of them) coming from the third sectti key point is that we never do things by ourselViée
have a range of partners who provide us the sktiég we do not posses and with whom we develop
the product from the generation of the idea tantplementation.'(B&S Laboratory Coordinator).
The partners are chosen on the basis of the speocifipetences they can contribute to the project,
that is their knowledge of the ‘client’ and his dations (e.g., universities for BRIDGE, immigrants
foundations for PRIMI, sporting bodies for SPINhe€lr function is usually to provide specialised
consultancy on the validity of the projects to baeded, thus contributing to risk reduction. In the
majority of cases the bank requires to its partterjgin in a consortium or network (e.g. PAN or
SPRINT), in order to constitute a nationally extetidbody that enables the social impact of the
project to be widely diffused. The lack of serigastners to dialogue with and the unavailability of
partners to join together have been since now thgmreasons of failure of the Laboratory’s
projects (this has been the main criticality in PAN the main reason of failure of PRIMI project
for immigrants). If the partners are found the pobjleader within the Laboratory is chosen and the

project follows tathe operative desigphase.

This phase consists in the implementation of thter#ention model. In this stage of the
project the contracts with partners are concludetithe consortium, if existing, is created. Alse th
specific features of the new service, such as riherast rate and the disbursement schedule, are

defined and the eventual IT system is developed.

The last phase consists in tlainch of the new service and in itgeratingmanagement
Usually, the Laboratory, the projects partners BRdare involved in the new banking product or
service management, with different roles. BP isallguesponsible for the credit disbursement. The
partners are responsible for the qualitative evalnaof the projects or the entities to be funded.
The Laboratory contributes to the evaluation pHease a financial point of view, and keeps the
project control till the main problems and critit@ls are solved. Once the service has reached a
sufficient standardization it is transferred to I&#some cases, such as the BRIDGE product, the
new product becomes part of the commercial offeiS® and it is managed and sold by the
territorial branches of the bank. In other caseslthboratory’s projects lead to additional services

that the bank can offer to its traditional custenesuch as families looking for a nursery,
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immigrants, elder people, or customers lookingaf@porting infrastructure. It is the case of No
(IntesaNova), which has becomert of the service offer toward SMEs managed by diaied
branch of the bank, Mediocredi

The description of the projects development hiditBgthe several linkages that f
Laboratory creates and nurtures inside and outisidebank to carry on its projects. Figl2.2
summarizes this network of relationships with respe the different plses of project

development.

e e L L LR CE G R
1 CSR department : 1 Territorial branches : \

ISP
commercial
offer

EXT y

Figure 2.2. CSR driven innovations development process

2.4 Discussion

In light of theempirical evidence collected through the case st | discuss in this section
how specific organizational and managerial choiof CSR ¢$rategy improve ISP capacity to
develop successful CSR-Pptojects.

Structural ambidexterity

The projects realized in the Laboratory not satisfy the reds of the mainstream custom
but grow inniche and less profitabimarkets, such as the one of students, immigrantSiGOs:
they are marginal in comparison with the huge amofimoney the bank is used to earn fromr
mainstream markeDespite their marginali, the strategic relevance of the Laboratory’s pragjés
becoming to emerge, as shown by the-years strategic plan of the bank. The leadershitine
non-rofit sector, pursued through Banca Prossima,n@ of the pillars of the 20-2015 plan.
Nova+ project crated the basis for entering the Shtarket, \hich now constitutes one of tl

main targets of the bank. BRIDGE gave ISP the ofldéirst mover, and leader, in the field
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students’ loan in Italy: indeed, the strategic plauderlines the willingness of the bartk play the
role of a bridge with the universityISP Business plan 2011-2015).

The features of these innovation projects resethi@@ne of radical innovations (McDermott
and Colarelli O’'Connor, 2002; Bower and Christendd95). They address a new market, initially
marginal, and they are not based on an incremempiovement but on radical changes of
traditional products and require specific compegsndndeed, given the peculiarities of the social
categories they address, as regards the lack lobr@arsonal guarantees, the products and services
developed by the Laboratory to fit their specifieeds do not simply derive from incremental
changes in the process of credit provision, buy e based on a radically new rating model and

credit disbursement process, as described in thaqus section.

Radical innovations have been subject to a hugebeuwf studies from innovation scholars
(Leifer et al., 2001), as their development is famental for the long term survival of the firm
(Chandy and Tellis, 1998; Geroski et al, 1993).yléetail several particular requirements, when it
comes to manage radical innovation projects, whrehwell documented in the literature (Colarelli
O’Connor and DeMartino, 2006; Colarelli O’Connodafwyers, 2005). A structurally ambidextrous
organization, according to O'Reilly and TushmarD@0is a solution that enables a firm to oversee
the development of radical innovation projectshaitt detriment to its current business, through
the creation of structurally independent units, each having its ogrmcesses, structures, and
cultures but integrated into the existing seniornagement hierarcliy(O'Reilly and Tushman,
2004: 76).

This structure resembles very closely the way inctvhSP organizes its CSR-DI activities,
through the establishment of the Laboratory. Asasdtbin previous section, it works independently
from the rest of the organisation, with a specaficial mission that influences its overall cultute.
has developed its own procedures that are devatdihd out innovation opportunities and to
develop them not focusing on marginality but maimtylong-term sustainability and social impact.
People are recruited also according to their sosgasitiveness and they are not evaluated on

traditional financial indicators.

These ‘isolation’ typical of structurally ambidestrs organizations facilitates the generation
and development of radically innovative ideas, ibatiso enables the generation of social benefit
through these innovations. The social value of phejects is a priority with respect to their
profitability: therefore, innovative ideas with higocial potential are taken into account even if

they do not assure high marginality, and they &webbped in order to maximize the social impact
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they can generate. They find a rich soil to grownlnile in the main bank they would have been put

aside for their scarce business value.

Usually, in structurally ambidextrous organizationgs senior executives who have the key
role of ensuring integration, which can be achiesdctulating a clear, emotionally engaging and
consistent vision, building a senior team with dbee and heterogeneous competencies and
introducing specific processes and integration raeidms (O’Reilly and Tushman, 2004). The
CEO of ISP plays this critical integration role aackates strong ties between the Laboratory’'s
projects and the bank’s strategy. He has persomallgd the creation of the Laboratory and he is
its main sponsor both inside and outside the orgdioin, also because of the business potential he
recognizes to these project3he perspective of our visionary CEO is that itedess to sacrifice
an immediate profit for the creation of social valand, above all, for the testing of new products
for unknown customer segmeént€EO of BP). A further integration mechanism epresented by
the CSR Delegates within the organizational depamtsx This structure helps spread the CSR
culture and sensitiveness all over the companyblesahe collection of innovative ideas from
different sources, and creates the basis for mkegiation of the Laboratory’s projects in the
commercial offer of the bank, improving the comnetih of front-office employees to the social
responsibility of the company:We feel proud to offer our customers real solutidastheir
problems, and to show the image of a company thatorried about the problems of the society

(Front office employee dedicated to private custene

Openness of the innovation process through stakelt@rs engagement

As explained in the section dedicated to ISP Ci&Regyy, in the last three years the bank has
embarked on a path of stakeholder engagement iraprent. Currently, the process is organized as
a systematic and structured mechanisms, periodiceltumented in the ‘Stakeholder Relation
Plan’” which has going as far as directly involvisgveral stakeholders in the strategic choices

regarding the bank sustainability.

According to the stakeholder theory of the firmg@man, 1984), which is one of the main
pillars of CSR academic literature, the firm ispassible to dialogue and involve in business
decisions many stakeholders such as clients, ippkmployees, NGOs, the environment (Maon
et al, 2008; Porter, 2008). However, the ISP casefirming the results of previous research
(Ayuso et al, 2006), shows how the involvementtaksholders also represents an important source
of innovation. Indeed, the process of stakehol@égegagement is fundamental in the explorative

phase of Laboratory’s projects development proaasgsconstitutes a strong differentiating element,
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as it allows ISP to systematically seize businggsodunities that companies less committed in

CSR would not recognize.

As regards non-profit organizations in particulaten their involvement takes the form of a
real partnership, where the two parties collabaratn open innovation perspective, consistently to
the principles underlying the open innovation payad “in a world of widely distributed
knowledge, companies cannot afford to rely entioglytheir own research, bshould use external
ideas as well as internal ideas, and internal amtemal paths to market{Chesbrough et al, 2006:
1).

Consistently with this paradigm, non-profit orgatians represent an external source of new
ideas: Thanks to the freedom of initiative and the class with the territory, it helps understand
the demand for social services which often remamset (ISP Social Report, 2010). Thanks to
the CSR Unit, the network of ‘CSR delegates’ withiosiness Unit and, most of all, Banca
Prossima windows and ‘Stakeholder Relation Uniit bank possesses the receptors that enable it
to catch these ideas. Therefore, as showed indigLt, nonprofit organizations are an input of the
explorative phase, and an essential partner irstitsategic design phase: their absence is a major
cause of project failure. They also represent adumental connection with the target market (e.g.
universities with students) and a necessary paftmehe commercialization of the service. Indeed,
in all the projects developed by the Laboratory phetnerships remained in place (e.g. with social
enterprises for PAN, with universities for BRIDGEBd&aNOVA+) for enabling the assessment

process and thus the credit disbursement.

As a result, non-profit organizations become batk of the stakeholders addressed by the
CSR strategy of the firm and the partners in theowation process, that enable the bank to
implement such strategy. They represent the maiinceoof the innovative ideas, the instrument
through which innovation can take place and in maages also the final beneficiaries of the

innovation itself, or the representatives of theseeficiaries.

This result is consistent with the findings fronhert authors, who have recently recognized
that the third sector organizations play an impurtele of potential partners in the innovation
process (Kourula and Halme, 2008; Holmes and Sm2&@9; Murphy and Arenas, 2011), as
sources of new ideas (Ayuso et al, 2006) and pergidf competences (Loza, 2004).

The main findings of the analysis are summarizethle 2.3. Figure 2.3 provides a synoptic

view of the elements emerged from the case studyysis, which should be conceived as the
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managerial levers ISP acts upon to improve itgtgtid successfully generate and deveCSR-DI

projects.
Theory Rationale
Structural ambidexterity Structural ambidexterity ensures the independerfcéh® Laboratory, that can oper:

(O'Reilly lll and Tushman, 2004)  without being subject to a prc-maximisation logic and focusing on the social ntiesbf the
project. The CEO visionary leadership and the diffused C®Rimitment engle the
integration of the Laboratory’s projects in the kiarstrategy

Open Innovation Openness in the innovation process, which verynofatails frequent and const:

(Chesbrough, 2006) collaborations with third sector and-profit organizationsis a fundamental prerequisite !
improving the firm’s ability to scout, analyze aexrplore the external environment with -
aim to identify unsolved social neel

Stakeholder engagement The process of consultation and involvemerthe firm's stakeholders enables the comp
(Freeman, 1984) to identify innovation opportunities to which firness committed in CSR would be blir

Table 3.Concepts that help interpret the empirical evid

Structural ambidexterity with strong CEO/top management CSR
commitment and diffused CSR culture
CSR I 1

CSR
Driven innovation

Systematic stakeholder engagement as a source of innovative ideas,
even involving nonprofit organizations in an open innovation process

Figure 3. CSR managerial and organisational aspectsfavour CSR-DIdevelopmer

2.5 Conclusions

This paper investigates how a firm can manage agahze its CSR activities with the aim
improve its ability to systematically identify amkvelop this type of new products, services
business models. Themoratory study presented in this paper is basedroir-depth analysis of
the case of Intesasanpaolo, the largest Italiak.t

The case study provides a world example of how CSR can be reconciled witimi
competitiveness through innovation, sifically the development and introduction of newnking
products and services designed for disadvantagadl smtegories. ThesCSF-DIs are based on a
model that ensures their economic sustainabilijyctivering the bank from the risk of defau
while at the same time creating new market areas thddesm@ming increasingly important for IS
such as nomrofit organizations. This paper therefore showsnfan empirical point of view, ho
firms put into practice the complex notion of ‘sbarvalue’ ceation in CSR, whichis not social
responsibility, philanthropy, or even sustainalyilibut a newway to achieve economic succ”
(Porter e Kramer, 2011, p.4).
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The results of the analysis regarding the managearehorganization of CSR activities point
to the critical role played by stakeholder engaganes a source of innovative ideas for new
products and service and to the importance of inmgl third sector organizations as partners,
consistently with the open innovation paradignthie development process. Moreover, the analysis
suggests that designing a structural ambidextraganization should be useful to protect the
development of CSR-DIs from the pressure of everylasiness and profitability requirements,
similarly to what happens with the development adically-new products and services, and to
improve as well the likelihood that they addressnah social needs. These organizational and
managerial features enable, in ISP case, the sgiiteand continuous generation and development

of CSR-driven product and service innovations.

These findings can be of interest for Chief Examifficers and CSR managers working in
those firms that are willing to put strategic CSRoi practice through innovating their products,
services and business models. Although the restiltke paper, which is based on a single case
study, should not be generalized to other firmpeemlly those working in dissimilar industries,
managers can find several clues that will hopefolyp them organize the CSR activities of their
firms in a way that can favour the identificatiagevelopment and launch of CSR-DIs. The paper
can be of interest also for scholars in strategdgk@nd innovation management as it shows how
established theories in both the CSR and innovatianagement fields can be used to analyse and

shed light on the complex issue of CSR-DI managémen

As regards future research, scholars are encouagdte one hand to see whether the results
of the present work hold also for other firms andlifferent industries, through multiple case study
analyses or by applying quantitative methodologi®s. the other, they can investigate other
organizational and managerial levers that are #jighmerged in this analysis and that can be
conductive to a superior ability to identify, demeland commercialize CSR-DIs, such as the use of
intrinsic and extrinsic performance incentives, tiesign of particular forms of career paths and

recruitment criteria.
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Chapter 35

Profit-nonprofit partnerships for the development of different kinds of innovation:

an analysis of business and social outcomes

® This chapter is at the basis of the paper “Pruditprofit partnerships for the development of d#fe kinds of
innovation: an analysis of business and social@u&s”, coauthored by Paolo Maccarrone, Paolo Lanaioth Alice

Bazzano.
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3.1 Introduction

Within CSR initiatives, companies are increasingdlaborating with nonprofit organizations
(NPOs) (Nijhof et al, 2008; Seitanidi and CraneQ20 In their more simple and more diffused
form, these collaborations consist of sponsorskdpd philanthropic donations (Seitanidi and
Rayan, 2007). These initiatives create social bendfut have been criticized both for their lindite
scope and because they do not contribute to ceeateomic value for the shareholders (Friedman,
1970).

Coherently with the shift toward a more strategieRCapproach (Porter and Kramer, 2006)
and the creation of shared value for business actety (Porter and Kramer, 2011; European
Commission, 2011), profit-nonprofit (P-NP) collabtons are evolving into more strategic
partnerships where the two organizations work togretvith common goals and a higher level of
involvement (Austin, 2000). This emerging kind oflaboration has been shown to result in higher
benefits for both the company and the society (#us2000; Seitanidi and Ryan, 2007). In
particular, beside representing effective CSRatiites (Nijhof et al, 2008), these partnerships can
assume a major business relevance since they sugigorcompany in leading to different
innovation outcomes (Kourula and Halme, 2008; Daétal, 2010; Murphy and Arenas, 2011).
The thesis is that NPOs can be considered as @esairnew ideas (Ayuso et al, 2006) and
providers of competences (Loza, 2004) such as dthditional actors involved in collaborative
(open) approaches to innovation (Chesbrough, 2B&2no and Verganti 2008), like universities
and research institutions (Perkmann and Walsh, 2@@ippliers (EmdenGrand et al., 2006), users
(von Hippel, 2005; Simard and West, 2006) or evanpetitors (Chesbrough, 2003).

Coherently with this thesis, Holmes and Smart (20@88sumed an open innovation
perspective to look at P-NP partnerships. Theyyaedl how the collaboration antecedents and
operations can influence the innovation outcomeat tban result in different typologies of
innovation (product/service and process) and itlm&planned from the beginning or spontaneously
emerge during the collaboration. Holmes and Sn2Zf09)’'s analysis suggested interesting results
on the relation between engagement antecedentsatigms and outcomes, but the authors did not

explore the partnership outcome in terms of thaaocial and business values generated.

In light of this open issues, | aimed to investigat depth this topic focusing the research on
the analysis of the outcome of P-NP innovation rgaghips. Taking into account the four
innovation typologies highlighted in the OECD O8flanual (2005) (product, process, market and
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organizational innovation), the study has the aninwvestigate and illustrate the potentialities of

these partnerships in terms of shared value creatio

The paper starts highlighting the main literatuoatdbutions on P-NP partnerships focusing
on integrative partnership in general and on theowation potential of collaborating with the
nonprofit sector in particular. Then | describe thethodology used and the four case studies
chosen for the analysis. Finally, | discuss thelltssof the empirical investigation and | draw the

conclusions of the study.

3.2 Literature review

The integrative stage in P-NP partnerships is reéakihen “the partners’ missions, people
and activities begin to merge into more collectagtion and organizational integration” (Austin,
2000, p. 71). According to Austin (2000), integvatpartnerships are characterized by: high level
of engagement; central importance to mission; bagmtude of resources (financial, in-kind, and
intangible resources); broad scope of activitiggensive interaction level; high managerial
complexity and major strategic value. Some authefsrred to these integrative collaborations as
‘strategic partnerships’ (Millar et al, 2004; Seitdi and Rayan, 2007).

Even if Austin (2000) does not propose this stafjeolaboration better that the others he
proposes (philanthropic and transactional), he ssiggthat “there are significant collaboration
gains to be had by moving to high level of anotheth in specific benefits accruing to the
respective partners and in the social value adgi¢teballiance” (Austin, 2000, p. 72).

For the NPO the integrative partnership represantspportunity of organizational learning
(Reast et al, 2010). It can acquire from the firamnagerial and strategic competencies (Berger et al,
2004); it can access new technologies (Murphy arehds, 2011) and a skilled workforce through
employees voluntarism (Berger et al, 2004; Reasale2010). The collaboration with firms,
especially multinationals, can help the NPO to widtls approach, from local to global (Austin,
2000). It can provide them the access to netwonklsexperiences (Murphy and Arenas, 2011) and

suggest new ideas of product to use for their $aassion (Nijhof et al, 2008).

From a business perspective, in addition to theawgment of reputation (Austin, 2000) and
visibility (Reast et al, 2010), the creation ofeigrative partnerships with the nonprofit sectoyma
represent a way to motivate and retain employeest{#, 2000). Moreover these partnerships can
favor organizational learning (Reast et al, 20t0)npanies can acquire NPO’s competencies about
social problems (Vurro et al, 2010; Murphy and A®n2011) and gain experience in dealing with

different stakeholder categories (Nijhof et al, 200Murphy and Arenas, 2011).
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Finally, integrative collaborations with NPOs assum major relevance since they can
improve the innovation process. Kourula and Haln2008) suggest the existence of an
“innovation” approach to CSR, that has an emphasisdeveloping new business models for
solving social and environmental problems and thay be accomplished through the creation of
common programs and partnerships with NPOs. Theoesishow that “this type of business-NGO
engagement activities seem to have highest poteantiareating income-generating mechanism
locally and support self-sufficiency in local commiies” (Kourula and Halme, 2008, p.568).
Coeherently with this statement Dahan et al (2040wed how multinational corporations
investing in developing countries collaborate wibal NPOs for the development of new business
models that are able to create both a social anecanomic value. Often local NPOs support the
innovation of the companies supply chain, improvihg value created for the local supplier in
developing countries (Perez-Alimand and Sandilar2i¥)8). An example is represented by
Sturbucks collaboration with NPOs to integrate Haade Certified coffee in its commercial offer
(Argenti, 2004). Murphy and Arenas (2011) underlihe potential in terms of innovation of
integrative P-NP partnerships involving indigenpogulations.

Several authors have analyzed the partnershipsgearent highlighting which are the key
factors that foster their success (Googings e Roc2000; Austin, 2000; Berger et al, 2004; Dahan
et al, 2010) and their ideal development processtd&idi and Crane, 1999; Reast et al, 2010;
Clarke and Fuller, 2010). Focusing specifically“omovation P-NP partnership” (as | address P-
NP partnerships leading to an innovation outcortie) partnership features and management have
been shown to affect innovation outcome. Holmed Btoir (2007) developed a conceptual
framework that identifies firm motivations, engagarh conditions and intra-firm factors that
influence innovation outcome, in terms of: radisadiof the innovation, forced or voluntary result,
expected or unexpected outcome and typology ofviatian (product, service or process). Holmes
and Smart (2009) empirically investigated the te&oal assumption of Holmes and Moire (2007),
discussing the relation between engagement antetseded operations, and innovation outcomes.
With respect to the innovation outcomes they hgjitked the possibility to obtain different
innovation typologies (product/service or procems)l the different innovation process generation
(the innovation outcome may be planned from therimgg or emerge from the collaboration).

Existing literature, therefore, demonstrates thalFP partnerships can be a source of
innovation, and explained that partnerships’ ardents and operations affect innovation outcome.
This outcome, since it results from the collabamtbf a profit and a nonprofit partner, is supposed

to result in both a business and a social outcoémerder to have a complete picture of the poténtia
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worth of P-NP partnerships, it becomes relevanhvestigate this twofold outcome, that remains

still unexplored.

To fill this gap | focused the analysis on the oates of P-NP innovation partnerships, and |
deepened the investigation of the shared valuedhteate, for the company and the society at large.
| decided to include in the investigation all theurf kind of innovations outlined by the Oslo
Manual (OECD, 2005) (product/service, process, etaakd organizational innovation), in order to
provide a comprehensive overview of the topic. Inuashell, my aim with this research was to
answer the following question: what are the busireesd social values contemporary created by P-

NP partnership leading to different innovation aumes?

3.3 Methodology

| adopted a qualitative methodology based on cas#ies. The choice is justified by the
explorative nature of the analysis (Yin, 2003)géneral, the qualitative methodology is a powerful
approach to gain a rich understanding of a compleenomenon (Eisenhardt and Graebner, 2007),
such as the P-NP partnership, where the numbearathles to be considered are numerous and the
focus of the analysis is multiple: the company, MO, the society. Finally, case studies allow us
to investigate an empirical situation “within itgal-life context” and “where the boundaries
between phenomenon and context are not really ewid¥in, 1984, p.23). In particular, in this
research | used a multiple case study approaclaubedt allows both an in-depth examination of
each case study and, through cross-case compaitioigentification of the main differences and

similarities between cases (Yin, 2003).

For the sample selection | adopted a broad dedmitif NPO, which is the same adopted by
Holmes and Smart (2009): “NPOs are organizatiorsgt tiave as their primary purpose the
promotion of social and/or environmental goals” (lhy and Bandell, 2001). Taking into account
this definition | selected four partnership of ablbration between for profit companies and
nonprofit actors, that cover the all innovation diggies outlined by the Oslo Manual (OECD,
2005): product/service, process, market and org#oizal innovation. The selected partnerships
had also to fit the criteria that define the “imagve” stage of partnership according to Austin
(2000). All the criteria were fitted in all the fowcases (high level of engagement; central
importance to mission; big magnitude of financiakkind, and intangible resources; intensive
interaction level; high managerial complexity andjon strategic value), apart from the “broad
scope of activities”, since the scope is narrowdafinition: all the partnerships are aimed to
develop a specific kind of innovation developmédrdlso built the final sample trying to reach an
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high variety not only in terms of the innovationtcames of projects, but also with respect to the
features of the partners involved (in particulatarms of size and sector of companies and NPOs).
This in order not to attribute research findings tepecific industry context or NPO sector.

The four partnerships derived from the sample sele@re described in the table below.

Company NPO I nnovation outcome
IBM ltalia Asphi Product Innovation
Sector: ICT Sector: Disability

Revenue: 99.9Bn$(IBM Group) Revenues: 875,955 €

Guna Acra Process Innovation
Sector: Homeopathic medicin Sector: International cooperation

Revenue: 52.8Mn€ Revenues:10.5Mn€

Intesa Consorzio Gino Mattarelli (CGM) Market innovation
Sanpaolo (ISP) Sector: Welfare

Sector: Banking Revenues: 1.13Bn€ (from all social

Revenue:16.6 Bn€ enterprises of the network)

Repsol Intermon Oxfam (10) Organizational innovation
Sector: Oil and gas company Sector: International cooperation

Revenue: 2.3 Bn€ Revenues:54.6Mn€

Table 3.1.Projects description

The data have been collected through interviewk wgimpanies and NPOs managers mainly
involved in the partnership developmenthis information was complemented and triangdate
with material from secondary sources, i.e. inted@umentation regarding projects, sustainability
balance sheets, external NGOs reports and presases and publicly available data collected

through the professional databassvw.lexisnexis.com These data sources have been useful

particularly for evaluating and verifying the sddrapact of the projects.

The first phase of data collection has been aimeduestigate the “central aspects of firm-
nonprofit dyadic engagement undertaken within agpa@ate social responsibility context with
regard to the concept of open innovation” (Holmed &mart, 2009, p.402) regarding engagement
antecedents, operations, with a peculiar focusmyagement outcomes, in terms of the social and
business value generated. The second phase cdnsista cross-case comparison, aimed at
replicating findings among case studies (Yin, 20@®rticularly with respect to the creation of

business and social value

The role of the people interviewed and the orgdminathey belong to are summarized in

table 3.2. All the interviews have been recordad taanscribed.

® For the Repsol-lO case study information from Humk Corporate relations with local communities and NGOs
(Arenas et al., 2013yas also considered.
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Company Role I nterviewed Number of interviews
Guna (external consultant)  Consultant in CSR 3
Acra Fund Raising Manager 3
Acra Project Manager 3
Guna Quality Manager 3
Guna Peace Manager 3
Guna Sales Manager 1
Intesasanpaolo Bank and Society Laboratory Coordinator 5
Intesasanpaolo Banca Prossima CEO 2
Consorzio Gino Mattarelli Chairman 2
IBM ltalia IT specialist, IBM software group 3
IBM ltalia IT specialist, IBM software group 1
IBM ltalia Sales & Business Operations Leader; Executive spdosdisability 3
IBM ltalia Diversity leader, HR department 1
IBM ltalia CSR manager 1
ASPHI Consultant almost full time 2
Intermon Policy Manager for Private Sector 3
Oxfam CSR Manager 3

Table 3.2.Summary of interviews

3.4 Case description

Case description has been structured accordingeaéntral aspects of P-NP engagement
outlined by Holmes and Smart (2009). Sometimesntieaning the authors attributed them have
been slightly adapted to fill the peculiarities tife present analysis (based on integrative
collaborations) and focused on the project analyss considering the whole CSR approach of the

firm).
In particular, | investigated:

* Engagement antecedenfsm’s previous level of experience of engaginghaNPOs
(in this research | considered only previous exge of integrative collaborations,
given the focus of the analysis) and its motivationengaging with the NPO in the
present experience

* Engagement operationgength and status of the collaboration; interamigational
linkages (according to Holmes and Smart (2009) nsater low the number of
linkages if people involved in the collaborationrevdelow 10, medium between 10
and 15, and high otherwise); initial engagemenpsdon terms of whether this had
been defined and how broad a range of activity Wwasg undertaken); scope
development; firm’s assimilation of NPO ideas; catevfacing demonstration of CSR

(which refers to the firms willingness to producdaagible demonstration of their
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CSR commitment through the engagement); firm’s edtalder focus (internal or
external to the firm, with respect to the specpimject); role of main boundary
spanner (according to the level of formal respdhds he received from senior
management to manage innovation opportunities)psemnagement involvement.

* Engagement outcoméypology and innovation process (planned from liteginning
of the collaboration, or emerging during the cotliedtion).

A concise summary of these elements is providedble 3.3.
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IBM — Asphi Guna —Acra ISP — CGM Repsol — Intermon Oxfam

Engagement  Previous company experience of NO NO NO NO
antecedents integrative  partnership  with

NPOs

Engagement motivation CSR strategy CSR strategy CSR (Bank&Society Laboratory) CSR strategy

(strategy toward disability) strategy
Engagement  Engagement length and status 2004 — 2008 2007 — 2010 2004 - today 2008 — 2010
operations (first release of the “full option”  (end of the European project) (creation of the Consortium) (guidelines and policy release)
MWA device) Following Following Following
Following
Inter-organizational linkages Medium Low Low Low
Initial engagement scope Defined and Defined and Defined and Defined and
Narrow Narrow Narrow narrow

Scope development Extension Extension Extension Extension

Firm assimilation of NPO ideas Active Active Active Active

Project’s stakeholder focus Internal and External External External External

Outward facing demonstration of NO YES YES YES

CSR

Role of main boundary spanner Innovation manager Innovation manager Innovation manager Innovation manager

Senior management involvement Direct Direct Direct Direct
Engagement  Typology Product innovation Process innovation Market intiove Organizational innovation
innovation
out come

Innovation description

Innovation process

Development of the Mobile
Wireless Accessibility (MWA)
device (mobile phone including

pc functionalities usable by

visually impaired people)

Planned

Development of a sustainable Development of a quality brand Creation of a policy and internal
and innovative process for the (PAN) and a new rating model to guidelines for Repsol regarding
extraction of a better quality evaluate and then fund the the consultation of indigenous

Neem oil, an homeopathic creation and restructuring of populations in the areas where

vegetable oil. social enterprise nurseries. the company is now present or
will enter in the future.
Planned Planned Planned

Table 3.3.Cases description (built on Holmes and Moire (J0@8iables)
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IBM ltalia — Asphi

Engagement antecedents

Historically IBM ltalia has a peculiar commitmermward the world of disability: the first
disable employee was hired in 1914, and now the&y more than 250, affected by different
disabilities. The sensitiveness of the company tdvibe issue is testified by the creation of an
executive sponsor for disability, working in paehlvith the CSR Unit. Moreover, the company had
always financially supported Asphi Onlus, being ohés main promoters.

Engagement operations

In 2004 during a training an IBM manager faced phablem of having a visually impaired
auditor, and understood the necessity (and busogssrtunity) to develop a device accessible to
this kind of disabled. This was the incipit to aremategrative collaboration with Asphi, that led i
2008 to release the first full-option Mobile Wirste Accessibility (MWA) device, which is a
mobile phone, integrating the functionalities of ggad mobile phone and usable also by visually
impaired people. The mobile phones and the wireleBastructure necessary for the product
development were provided by two business partoieiBM, Nokia and Cisco.

The MWA project is managed by a dedicated team,posed of fifteen people, working part
time on this task. They belong to IBM Italia R&Ddamarketing division and Human Resources
division (diversity and inclusion, health servicasd recruitment areas). Moreover, the company
manager for relations with Universities, the ClOdathe Disability Executive sponsor also
collaborate with the team. In Asphi the projecimianaged by two full-time consultant and by a

visually impaired who is both an IBM manager andAaphi volunteer.
Engagement Outcome

The immediate outcome of the collaboration condigtea new product dedicated to visually
impaired people (the MWA), aimed to improve theidépendence and flexibility in daily life and
to increase their working productivity, giving theamew status and new job opportunities. Within
IBM Italia the MWA has been adopted by the majonity visually impaired people: a survey
conducted in 2009 demonstrated their high appiieaiatf the service offered by the new product
(more that 80% of interviewed showed a good or @si#stic level satisfaction)We have seen an

effective change in the communication habits wittesulted improved productivity(2008 IBM
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Italia internal survey). In 2008, moreover, the M\WWam started to extend MWA functionalities

also to other disabled categories, such as hearipgired and motor disabled.

Beside private companies (which must hire a minimafnadisable people at the 7% of the
total number of employees, by the Italian law 68/%9 2009 the company began to establish new
partnership with municipalities, regions (publicn@distration have an high budget allocated on
“accessibility” investments) and public transpogtter, proposing them innovative technological
solutions, derived from MWA evolution, dedicated dsable people. The Nettuno project, for
example, proposes the MWA technology as a solutmracilitate the orientation of visually
impaired in public buildings. The MWA was also pospd to the healthcare sector. In Valduce
hospital in Como (ltaly) the mobile wireless tecluyy is used to have a constant monitoring of
patients positioning within the hospital and enahii®ctors to access and manage patients’ data
“everytime and everywhere”, using a voice contesthinology that helps the doctor to focus his

attention on patients needs.

Guna — Acra

Engagement antecedents

Guna operates in the homeopathic medicine markettamission is to look after people and
make them feel better. Not surprisingly, the conypeonsiders CSR as totally core to the success
business: We do not do CSR, we are CSR. The interest oftakelsolder and the interests of our
company are totally coincideiit(Peace manager). Indeed, the company adoptsstisable
approach in all its business activities: it does protect its innovations through patents, beligvin
that knowledge and innovation can provide more fisnfer the wider society (and public health in
this case) if made freely available to everyonesuipports employee's charity work; it frequently
works in partnerships with NPOs. Despite the highnifiarity with NPOs, the collaboration with

Acra has been the first experience of an integeatind of partnership.
Engagement Operations

In 2007 Acra was drafting a project proposal tomsiibto the European Commission
regarding the use of natural resources (Neem amhiloplants in particular) for reducing poverty
in Ciad and Cameroon (Logone valley). Acra had jmev contact with Guna, due to personal
relations existing between Acra managers and Ghaaman. Thus Acra asked for Guna technical
support with respect to the extraction of NeemiwilCameroon. Guna accepted the proposal,
pushed by the strong motivation of its chairmane Tompany selected the machinery for the
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extraction process, that was partially found thiro&dy founds, it studied its functioning and trained
the Cameroonians workers to use it (they stayddeapremises of the company for a few weeks).
The training activity was held by the quality maeagf Guna. The peace manager of the company
(the equivalent of the CSR manager) supported bgxaarnal consultant for CSR, managed the
relations with the NPO and the external commuracabf the project. In Acra the project was

managed by the Cameroon project manager and fisidgananager.
Engagement outcomes

The project led to the creation of a social coofpegain Cameroon where local workers
extract the Neem oil using the new process. Thega®innovation proved to be successflihis
technology has innumerable advantages with resjpettte usual extraction process, made through
pressing or using organic solvents, in terms ofliquaf the oil. Moreover, during a testing made in
Veneto we realized that adding small percentagdledm oil to our insect repellent consistently
improved its efficacy” Guna quality manager). Even if the commercialaagphase has still not
began, Guna has publicly committed to buy the \sgetoil realized by the social cooperative.
Beside the Neem oil, the company in now thinkingisihg the machinery for other scop&hanks
to this project we had the opportunity to evalutite potentialities of this technology that may be
used in future with other raw materials or for otlpeoducts (Guna quality manger). The company
is now continuing to collaborate with the NPO ahd hetwork of Cameroonians universities they

have created.

ISP — CGM

Engagement antecedents

In 2002 the CEO of Banca Intesa, now CEO of'J$Peated a corporate unit called Bank and
Society Laboratory, with the key mission to enlafigancial inclusion: There are about 8 million
people in Italy who do not have access to finansabices: about 16% of the population, against
the euro zone average of 7%. The most vulneraldialsgroups are those who do not have an on-
going income, for example young people and immigrdor whom “non access to banks” is often
paired with social exclusién(ISP Social Report, 2010). The Laboratory accashgs to its
mission through the development of new solutiongrovide credit without asking for real or

personal guarantees that these social categore®icarovide. These solutions are designed in

" ISP was born in 2007 from the merger of two pristéng goups, Banca Intesa and Sanpaolo IMI
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order to guarantee a limited risk exposure forlthek which makes them economically sustainable

and replicable in the long run.

Since its foundation the laboratory has developggrbjects; all of them are developed in
partnership with a medium of 2 or 3 partners, f@& inajority (around 80% of them) coming from

the third sector.
Engagement operations

PAN (Progetto Asili Nido, i.e. nurseries projectpject started in 2004 and represented the

first experience for ISP of partnering with the parfit sector (specifically, with social enterpigge

The project raised from the willingness of the Liattory team to respond to the scarcity of
nurseries in Italy: Many territories in Italy still lack the nursery sgces (South Italy, rural areas).
Currently only 11.4% of children find a place inrseries or similar servicé{CEO BP). The bank
approached CGM with the intent to exploit its higobmpetencies in the childcare sector to
understand how to provide credit to the social gmiges working in that field. In that period, CGM

was already working on the definition of a quabtgndard for nurseries.

The project started with the creation of a Consartibetween ISP, CGM and other two
networks of social enterprises, experts in thedchite sector, ‘Compagnia delle Opere’ (another
catholic Federation of Social Enterprises) and DRMMtional Consortium of Social Cooperation
of LegaCoop, the oldest social cooperative in jtaRecently also FISM (Federazione lItaliana
Scuole Materne, i.e. Italian Federation of nurssiyools) joined the Consortium. The creation of
the Consortium represented the major difficulty 8P, since they had to reconcile different actors’
cultures and approaches, but it was necessaryotdder a quality service diffused on the whole
Italian territory.

The bank role in the Consortium is to fund the tatigr phase or the restructuring of the
nurseries. The role of the social enterprise neéts/as to support the new social enterprises in
defining their business plans, to provide trainfog the employees and to promote the nursery
service in the territory. The professional knowledbat the social enterprise networks have of the
childcare business, and their direct participatiorthe evaluation and improvement of business
plans, increases the solidity and sustainabilityhef managerial aspects of social enterprises thus
reducing the bank’s risk. As further risk coveritige Consortium provides a guarantee for the 5%
of the sum funded by the bank for each nurserthiewway the bank can grant credit without asking

for any personal or real guarantee. The partneishgpll in place for the service provision.
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Engagement outcomes

Thanks to the collaboration ISP entered in the nmeawket of the social enterprises operating
in the childcare sector: 416 new nurseries wera looitaly, for a total amount of funding around
15 million euro. They have more than 12,000 fanalgnts and they employee around 3,000
teachers, all women, around 30 years old, all emligraduated, thus contributing to improve the
female employment rate in the country. The new enigs are given the quality brand PAN, that
guarantees the quality of the infrastructures etthecational program, food, medical assistance and
the fairness of their fees. The Consortium inspscperiodically verify the compliance with the
quality requirements for maintaining the PAN brahBAN has the main merit of having built a
nonprofit system that deals with education, giving focus on quality and developmer{CGM
Chair).

While the financing of new structures proved toshecessful, the restructuring part of the

project has not reached the expected results, yndird to a wrong evaluation of the interest rates

to apply.

Repsol — 10

Engagement antecedents

Repsol has been largely criticized in the past gdar its behavior toward indigenous
populations leaving near its extracting sites. l@blghed in 2004 its first report regarding the
negative impacts of Repsol activity in Bolivia. Asresponse, the company approved for the first
time a guideline for community relations. Howevéne NPO followed with several reports
criticizing Repsol behavior toward indigenous p@piain. The most powerful action lead by IO
against Repsol was its intervention during Repsatiaual general shareholders meeting in May,
2008. 10 obtained the right to speak before therabdy thanks to a coalition of Spanish individual,
faith-based and institutional investors (with ab80f000 shares) and U.S. investors lead by Boston
Common Asset Management. After this event, thaaetd Spanish public opinion’s attention,
Repsol CEO decided to start a consultation withr @4 national and international organizations,

including 10.
Engagement operations

From 2008 10 supported Repsol in drafting a potioyerning relationships with both local
and indigenous communities, and internal guidelidesifying how to implement the policy of
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relation with indigenous people. The NPO suggestgmtovement in the guidelines and policy, in
particular: enlargement of the scope of the poliat was limited only to future settlement of the
company; definition of the company’s position irseaf not obtaining the agreement of indigenous

communities.

From a company side the relation with IO involvedyothe CSR manager and its team.
However, it is now spreading to involve other compa functions in relation to a new project on
assessing the transparency of donations to govetsmbn this new project also the legal and

financial departments are involved.
Engagement outcomes

The first versions of policy and guidelines werkeased in 2009, and its implementation is
radically changing the relation of the company wdbal communities, as it already happened in
Bolivia, where the policy has been firstly implerteh In 2011 report about Repsol action in
Bolivia, the FITEQA-CCOOQ'’s secretary (Comisionesr@hs Industrias - Textil-piel, Quimicas y
Afines, Workers’ Committee — Textile, Chemical @Related Industry) during his visit in ‘Campo
Margarita’ region (the major area where Repsol afesrin Bolivia), testifies the improved relation
between the company and the APG-IG (Asemblea deblBuGuarani de Itika Guasu — Assembly
of the Guarani People of Itika Guasu). This Assgniblcomposed by the representatives of local
indigenous populations families (about 36 differemtnmunities live in the area, for a total of 5,000
people). The negotiation between the two partiestest in 2010 and already brought some
important improvement: Repsol and APG-IG signettiaridship and collaboration agreement’ and
created an ‘Investment found’ financed by Repsdhi#.8 million $ for 20 years and administered
by the local ‘Council of Elders’, with the scope poomote interventions in the fields of health,
education and housing. Among the results alreadyimdd in the area thanks to Repsol action, and
testified in the report, the most important areeéectrification project, that employs local worker
with long-term contracts; the improvement of therkuag condition of Repsol local employees,
monitored by an external independent institutiag.(eminimum salary for local people employed in
Repsol increased at a level of 350€/month whiclar@aund three times the minimum salary in
Bolivia); promotion of local handcraft activities.. laundry, honey production); improvement of

the healthcare assistance, which is not grantatidogsovernment.

8 The report “Aproximacion syndical a la cuestionligena alli donde opera la industria petrolera’aisilable at
http://www.fiteqa.ccoo.es/comunes/temp/recursod(286545.pdf
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The project also caused major organizational charigeRepsol. The awareness of the
importance of relations with local communities pegha change in the CSR strategy of the
company: the CSR Unit was moved from the Internam@unication department to the direct
dependence of the CEO. A corporate committee wableshed to monitor the implementation of
community relations policies and local committeesavcreated in order to implement such policies
according to local peculiar needs. The experierdethe company to include ‘licence to operate’
within its corporate level strategic objective amtreased the company’s awareness of the

importance of including social issues in the rigklgsis process.

3.5 Results
The following section briefly comments the main e¢oan elements regarding engagement

antecedents and operations in the four casesyzatglwith a particular focus on outcomes.

Looking at the antecedents of the collaborationenohthe four companies | analyzed had
previous experience of integrative collaborationhwNPOs. However, in three out of four cases
(IBM Italia, ISP and Guna) the companies had a iptess experience of interaction with the
nonprofit sector, establishing philanthropic ornsactional kind of partnerships (as defined by
Austin (2000)). Moreover, these companies have radieated culture of CSR that favored the
raising and development of these projects. IBM &laghys a high commitment in CSR, particularly
toward the problem of disability. Guna is an higitially responsible company: due to the sector
where it operates there is quite a coincidence é@tvihe core business and the CSR strategy. ISP,
thanks to its CEO sensitiveness, established €662 a corporate unit dedicated to provide social
benefit through the innovation of the core busin€ssthe contrary, in Repsol this CSR culture was
not present. The relation with IO started on a @@rsial basis, but it had the possibility to ewol
in a constructive dialogue thanks to the opennésheoCEO to proactively collaborate with the
NPO. The absence of an eradicated CSR culture fapictwious relations with the nonprofit sector
are the reasons why the partnership could driveeaadhanges into Respol CSR organization and
approach toward indigenous populations: the orgaiozal innovation was so affecting since it was

the first experience of the company in this sense.

Looking at engagement operations | found severalngon elements. All the collaborations
are still in place, they have a defined and narsaape for definition (I selected the four cases for
their specific innovation scope), in all the fowses the companies actively assimilate NPOs ides
and cast of mind, and the involvement of the semanagement is high in all partnerships. Beside
these aspects, | also noticed that all the foutnpeships are characterized by a low level of
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formalization (in Guna case this is slightly higltere to the presence of the European Commission
as a sponsor of the project). This represent a mmagnagerial challenge that deserves to be
investigated in further development of the reseafother common aspect regards the scope
development. Contrary to Holmes and Moire (200@p8aclusions, even if the engagement scope
was narrowly defined, the opportunities for scopealiopment had not been limited. In all four
cases the scope extended during the partnershiphangrojects led both to the direct innovation
outcome, planned from the beginning, and to otheirect outcomes. This consideration derive
from the deeper analysis of the collaboration omes, that are discussed in details in the next

section.

Direct outcomes

As expected, the P-NP partnerships led to fouerhfit innovation outcomes, that created an
immediate (and predictable) benefit for both theibeiss and the society. These benefits emerge

from case description, and are summarized in talle

IBM — Asphi Guna —Acra ISP - CGM Repsol — Intermon
Direct Introduction of a new Development of an Access to themarket of Organizational changes
business product for visually innovativeprocessfor the the social enterprisesthat led to an
benefits impaired people in the extraction of high quality operating in the childcare improvement of the
(innovation) firm’s commercial offer ~ vegetable oil (Neem oil)  sector company'’s relations with

local communities

Direct social Improvement of the Improvement of the Provision of high quality Respect of indigenous

benefit quality of life and new socio-economic conditions nurseries at National level populations rights and
(value for job opportunities for of a Cameroonian village through a social enterpriseimprovement of their
recipients) visually impaired people through the creation of ansystem social and  economic
economically sustainable conditions
social enterprise

employing local people

Table 3.4Direct business and social outcomes

Indirect business outcomes

In all the four cases, beside the planned reghkscollaboration led to indirect outcomes, that
were not predictable at the beginning of the caltabon. These outcomes are summarized in table
3.5.
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IBM — Asphi Guna —Acra ISP - CGM Repsol — Internon

Indirect Identification of different Acquisition of Development of a new Creation of partnerships
business  functionalities of the MWA competencies on therating model useful not only with other NPOs on other
outcomes device for mainstream functioning of an for social enterprises (e.g. critical ethical issues.
clients (e.g. hospitals andinnovative machinery students or small and
private  clinics, public potentially useful for new medium enterprises) Awareness of the
transport companies) products importance of

Creation of an independentcollaborating with NPOs
Access to Camerooniansbank dedicated to thefor anticipating legal
universities’ network and to nonprofit sector market. requirement and reducing
their research activity on risk.
homeopathic medicine

Table 3.5 Indirect business outcomes

These indirect outcomes has a major relevanceeisttiategy of the firms.

Asphi transferred to IBM ltalia a new cast of mitol approach disability: Asphi has
transferred us the know-how to understand the ‘psscdisabilities’ in other companies. Indeed
their experience with disabled people has improwea capacity to discover problems of
accessibility in the client’s business model.[...}Hé process becomes accessible for the disabled,
then it will be accessible for everyone. This igatue added that we bring to our clients in the
healthcare sector, in the public transports, (LT specialist, IBM Italia). This new approach lex
enlarge the initial scope of the project, develgpnmew services for mainstream market and it is
supporting IBM Italia in the implementation of tlenarter planet’ strategy defined at Group level
in 2009. It refers to the possibility to use tedmgy to create a better world, by reducing the
environmental impacts, improving people's lives arehting a benefit to society. The new services
for the mainstream market derived from the MWA tealbgy are absolutely in line with this new

group strategy.

The partnership with Acra is pushing Guna innovatgirategy. The relation that Guna
established with local universities, thanks to gbeial cooperative created in Cameroon, is already
showing interesting synergies in this directioA Nobel prize in Medicine is nhow conducting a
research in Cameroon on the potential benefits HdY patients of natural medicine and the
university network created by Acra enabled us tbigeouch with his research group(Guna

guality manager).

Even if the financial evaluation of the projectdll gplay a fundamental role in credit
provision, what ISP through the Laboratory is dois@n absolutely innovative approach for the
banking sector, suggested by the frequent collgiooravith the NPOs, that started with PAN
experience, that is driving the company penetratiothe nonprofit sector. From one hand, the
collaboration with PAN increased this sector trtmivard the bank: Ih Tuscany the social

enterprises affiliated to CGM were used to turnidoal banks, such as Cassa di Risparmio and
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Monte dei Paschi di Siena, that appeared to be msersitive to their peculiar needs. Before PAN,
none of them had an account in ISP, now quitefathem are ISP’s client{CGM chairman). On

the other hand it highlighted to ISP the peculeatires and needs of NPOs. These elements led to
create in 2007 an independent bank of the Groupc®8#&rossima, dedicated to this market, that
established ISP willingness to reach the leadelishibis sector in Italy (this is one of the pibaof

the 2011-2015 strategic plan).

Repsol experience with IO made the company undetstee usefulness of a similar approach
toward NPOs: Now we dialogue directly with the civil society. \participate to those events
where they can criticize us and we ask for theippsut to understand where to change our
organization. [...] We cannot respond to all issuBse NPOs help us to understand where to focus
our attention, and where we are doing enolddICSR manager). After IO experience, Repsol
started other collaborations with trade unionshwitO (International Labor Organization), and
with two NGOs working on human rights. This new meaperandi also reduces the risk profile of
the company in the perspective of its investohsiglementing responsible practices means that the
company is less risky, as it does not run into f@ols with local governments or civil society, such
as boycotts. Respecting human rights means a sskication that is strongly appreciated by
investor$ (Policy manager for private sector, 10). MoregvRepsol CSR manager recognized an
important advantage deriving from an anticipatiétaav requirements: We have always moved in
response to the law requirements. Collaboratinghwibe civil society organizations let us

anticipate these requirements and move forwardctmepetitors (CSR manager, Repsol).

Indirect social outcomes

The collaboration with the for-profit sector crehtén all the four cases a learning
mechanisms for NPOs that improved their effectiganen fulfilling their social mission. This

improvement expands the social impact of the ptsjec

In the case of the collaboration between Asphi Bid, the MWA project has provided
Asphi with an additional solution that the NPO gal¢imes proposed to other companies which
required its collaboration to improve the integratiof disabled employees. In general, the close
link with IBM is an important mean through which RBI learns how to overcome disability with

the support of technology.

In the second case the indirect benefits are evere ravident. Acra has understood the
fundamental contribution that the for profit sectan provide to the fulfillment of its mission, in
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terms of both technical and managerial competentidse strength of our collaboration with Guna
is that they provided us with technical competentiat we would have never been able to develop
by ourselves. [...] The company helped us in guammiethe long lasting sustainability of the
project through the development of a business plarfeasibility analysis, the definition of
guantitative targets’(Project manager, Acraj\cra is now trying to transfer these competenaies t
all its projects: We realized that using these tools and this busiaggroach in all interventions
favors their sustainability, helping to conceivedgorevent problems from the beginrir{&roject
manager, Acra). In addition to the expertise of &uicra profits from the long term relationship
with the company that goes beyond the duratiorhefgdroject and makes it more sustainable and
effective: ‘Our objective is not that Guna develop an operabvanch in Cameroon, but that it

supports Acra in making the community economigatlgpenderit(Project manager, Acra).

The indirect benefits obtained by CGM thanks to R#dN project are firstly related to the
possibility to develop further projects in collabbon with ISP, such as the ‘AL.FA.’(‘fanother
family’) project, aiming to set up new ‘family hosiefor people with disabilities. Generally
speaking, thanks to PAN, CGM found in ISP a finahpiartner that will help the development of
its projects and their spread at a national leBekide the relation with the banking sector, CGM
improved its capability to interface with the forofit sector in general:PAN has been the first
partnership in which we related with actors thatevgery different form us, but with whom we had
common industrial objectives’In general terms, PAN was the first step towanthae diffused
acceptance of the social enterprises within thekingnsector: This mechanism has immediately
multiplied also in other banks. We suddenly atedcthe attention of the banking system that
started to look at us, to study us, and to try tmlerstand how we work, our weaknesses and

strengths. PAN broke a cultural border within therld of financé (CGM chairman).

Also 10 obtained relevant indirect benefits frone ttollaboration with Repsol, in terms of
understanding the timing of intervention, the modésnteraction with businesses, the extent to
which they can push their demands. These skills tied NPO to better deal with firms and change
their business practices. This kind of collaboratwith large companies is fundamental for 10
mission: indeed the impact of a multinational compan the local community in developing
countries is higher than the impact the NPO coelden generate alone. Their experience was also
imitated by other NPOs: for example, in 2011 aespntative of Centro Delas (a Spanish nonprofit
organization for peace promotion) used the sanagesly of entering the shareholders meetings and
taking the floor in BBVA. The same happened als® year before in Santander bank (Sanchez,
2011).
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3.6 Discussion
The aim of this section is to summarize the maitiad@and business benefits underlined by
the empirical analysis, in order to make evidenbath company’s and NPO’s managers the value

potentially created through these partnerships.

Companies reap the benefits of the deep knowleflgeeosociety provided by NPOs. This
knowledge enables the company to better satisfgtékeholders’ needs. Furthermore, NPOs may
become aware of social changes in advance: theie@darcompanies to move before competitors in
fulfilling a social need or to anticipate law remgments. For example, ISP thanks to its
collaboration with CGM gained a first mover adva®ain conquering the nonprofit sector.
Moreover NPOs have a different cast of mind thampfofit companies. They can transfer this
mindset to the company, enabling its managers pooagh business decisions under a different

perspective, as it is happening in Repsol.

In addition, working with the NPO enable the compémaccess networks the NPO created thanks

to its rooted presence in developing countries) #&ra case with Cameroonians Universities.

Finally, working with an NPO also has a strong tefianal impact. This reduces the risk of
innovating: even if the innovation ends in a conuia@rfailure the company can take advantage
from the brand improvement achieved by collabogativith an NPO. Some of the project ISP
developed in partnership with the nonprofit sector,example, were not successful (i.e. a project
to fund immigrant entrepreneurship) but contributedreate the image of a company sensitive to
the needs of society. Moreover, the NPO contribtdesreate trust that favors the adoption of the
innovation within the organization (in case of pses and organizational innovation) and in the
external market (in case of market or product iratiawn). Again in ISP case, the bank obtained the
trust of the social enterprise sector thanks toRtA&l project and its collaboration with CGM. The

same happened with IBM ltalia and the visually imgpeople.

All these issues together on the one hand enabldahelopment of the innovation that generate the
direct benefits for the company. On the other hiaeg support in the long run the fulfillment of the

strategy of the firm (as showed in the previougise}; thus creating an indirect business value.

Also the social value goes beyond the immediatewatdge created for the direct recipients of the
innovation. The indirect benefits derive from arpmavement of NPOs effectiveness, that enlarge
the boundaries of the social value created. Thiprawement may directly derive from the

replication of the innovation outcome in differemintext, as it happened for the MWA technology

(Asphi used it for other companies, and other dig@s) and for the new rating model developed
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in ISP (that was used to fund other projects hawigh social impact). Moreover, the str
collaboration with the for profit sector activataslearning mechanism, through which NF
become aware of the effectiveness and useft of managerial tools, as happened in Acra, ¢
the company’s core technologies, as for Asphittierfulfilment of its social mission. NPOs al
learn how to interact with companies as businestn@as and how to change their busir
practices in order tonprove their sustainability (as in the case ofwWith Repsol). The cases al
shows that these social benefits deriving fromaanieg process of NPOs can be diffused to ¢

NPOs, thus spreading the generation of social \

Figure 3.1 summaes the resultl obtained with respect to the social and businetses
created by NP integrative partnerships in projects leadingthie four innovation typologie

(product, process, market and organizatiot

Company Indirect business outcome Support fo

company
strategy

*Awareness and anticipation of

stakeholders needs; BUSINESS

Integrative Process
partnership Market ] ]
Organization Indirect social outcome

*Acquisition of technical

Direct outcome / *Reputational impact VALUE
Product Creation of trust
Innovation
al

compelencies SOCIAL
«Awareness of the utility of
managerial tools

Reinforcement VALUE
of NPO

effectiveness

NPOs

Figure 3.1.Summary of findings

The integrative partnership involving the company ahd NPO results in a direct outcol
which correspondso the initial planned aim of the collaborationpeoduct, process, market,
organizational innovation. This innovation createct business and cial benefits, deriving fror
the exploitation of the innovation. However, thellamoration also evolves raising indire
outcomes that are not initially predictable. Theyide both from an evolution of the innovati
outcome, and from the partnershigpvelopment itself. The indirect outcomes of the parships
increase the effectiveness of the NPO in fulfilling social mission, and of the company
achieving its strategic goals, thus increasingdieation of social and business value in the |

run.

A final comment concerns tlinterdependencef the social and business values create

the projects: the business vaktmuld not have been reached without the avement of social one,
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and viceversa. | exemplify this interdependenc&ima-Acra case: the economic sustainability of
the social cooperative created in Cameroon, thassential for the creation of long-term social
benefit, is also fundamental for assuring Gunaldhg term availability of a reliable supply chain

in Cameroon. This economic sustainability is faddog the high quality of extracted Neem oil that,
contemporary, represents a business opportunit@émra that can add it to its products, improving

their efficacy.

3.7 Conclusions
The research analyzes in detail the outcome getkerhy integrative profit-nonprofit
partnerships, in terms of value creation for bussnand society, through the investigation of four

cases that led each to one of the four innovatipologies identified in the Oslo Manual (2005).

The research shows that the collaborations actiedlyo a business value, deriving from the
exploitation of the innovation, and to an immediateial value for the final beneficiaries of the
NPO. These direct benefits were predictable andieihpn the realization of the partnership.
However, from a business perspective, the analgbmsws that the results achieved by the
companies go beyond the direct benefit derivingnfionovation. The collaborations had relevant
business benefits, unexpected at the beginninigeoptoject, that contribute to the realizationha t
corporate strategy. In parallel, from the socialspective, the partnerships originated a learning
process in the NPOs that may lead to a furtherdéuspread of the social value. The research had
also pointed out the fundamental role played by tthe partners in achieving the outcomes |

underlined, and stressed the mutual dependenaxiafl &nd business values.

The results show the high potential of these pastips and spur both companies and NPOs
to enter this kind of collaboration. By the waye tlour cases can be interpreted as best practices i
implementing the renewed EU strategy on CSR predey the European Commission in 2011,
which encourages companies texplore the opportunities for developing innovatp®ducts,
services and business models that contribute teakso®llbeing and lead to higher quality and
more productive jo&' (European Commission, 2011, p.6). Moreover @vptes evidence to policy
makers of the importance to encourage this kingrattices. The high variety of the sample, not
only in terms of innovation outcome, but also wigspect to sector and size of partners, adds
further value to this implications, since it suggethe possibility to establish these partnerships

different companies (and NPOs) and in differentkah projects.

A further development of the present research nolyess the investigation of how, from a

managerial perspective, the social and busineseyalhere created. In order to understand which
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are the key success factors influencing the saaidl business value creation, and how to manage
them, a further interesting evolution of the présstudy could be to investigate these aspects
focusing separately on one kind of innovation owoae specific business sector and NPO type (e.g.

foundation, NGO, social enterprise).

87



Conclusions

This thesis is framed in the broad topic of stratéiprporate Social Responsibility, and aims
to fit two major gaps identified in literature ialation to this issue.

Form the ‘50ies, when the concept of social residity firstly emerged, it evolved from a
philanthropic approach to a more strategic oneesponse to the numerous critics stating that CSR
did not create value for companies’ shareholdemsedman, 1970), many authors began to
investigate the competitive advantages CSR canigeoDemonstrating the ‘business case’ for
CSR has not been an easy task, and for many yeademics did not reach common conclusions
with this respect (Margolis and Walsh, 2003; Okitz2003). Recently, it emerged the perspective
that CSR, if embedded into business strategy, maiyectly impact on firm’s competitiveness and
financial performance, through its direct impact several mediating variables, among which
innovation plays a fundamental role (McWilliams &idgel, 2001). Coherently with this academic
position, the European Commission encourages caegpémintegrate CSR and strategy (European
Commission, 2001 and 2011), and underlines theablanovation in this perspective (European

Commission, 2011).

Looking at the literature on the integration of CiaBR corporate strategy, and considering the
role of innovation in this perspective, | found twmain open issues. Firstly, the role that CSR
formal tools related to the implementation of C&R play in the integration of CSR into strategy is
still controversial. Secondly, despite the strategievance to use CSR as a driver of innovation, i
order to reconcile CSR and competitiveness, theagenal and organizational aspects of CSR
implementation that can favor the generation anceldpment of CSR-driven innovation remain
scarcely explored. The present thesis aims tohiée gaps of literature. Moreover, considering the
results of the second part of the research, it altls to deepen the analysis of profit-nonprofit
partnerships as a source of innovation, inveshgatieir business and societal outcomes. The three
main chapters of the thesis has been dedicatedviestigate these three major issues. In the
following | summarize the main results | obtainehwespect to each of them.

The first chapter analyzed the governance of C8Rrder to underline how the tools used to
formalize the companies’ approach to CSR can foster integration of CSR into corporate
strategy. Firstly, based on an in depth literatergew, | provided a definition of a CSR integrated
into corporate strategy. This occurs when CSRaitintes are related to the company core business,
CSR objectives are included in strategic ones andanagers’ variable compensation system,
when the firm develops innovative and ad hoc tdoitsstakeholder engagement, and establishes
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long term relations with nonprofit organizationsalso defined a formalized approach to CSR,
which consists in the creation of a formal departiméedicated to CSR, in the adoption of ethical
codes or code of conducts, in communicating CSRrtsffthrough sustainability reports, in the
inclusion in ethical indexes, and in the adoptidrcertified management standards. Academics do
not share a common vision on the usefulness oéttwds in the integration of CSR into corporate
strategy. Porter and Kramer (2006) describe thermaasg in the majority of companies only a
‘cosmetic role’, without providing a strategic framork for the implementation of CSR initiatives.
To understand the relation between formalizatiod emegration of CSR | compared these two
dimensions in the eleven large companies that itotest my research sample. Firstly, | concluded
that a high level of integration can be reachechevghout the support of formal tools. However,
this is possible only in presence of some ‘softdeg, related to the companies’ sector, ownership
structure, values, mission and business modelsseTekements, which are part of the companies’
DNA, determine the coincidence between CSR issneédleese companies’ strategy: that is why we
called thenvalues driverfor their approach to CSR. On the contrary, thellef formalization can
overcome the level of integration. In this case pames are interested in the reputational impact of
CSR formal tools (as stated by Porter and Kram@@6p but they also use them to support the
management and reduction of reputational risks gd@ressed this companiesrask mitigators.
However, in the majority of companies, a high leakintegration also corresponds to a high level
of formalization. In these companies formal tooils ased with a more strategic role. Ethical codes
represent concrete guidelines that drive employessaviors, the process of redaction of the
sustainability report, together with the self-assesnt for the inclusion in ethical ratings, représe
the basis for systematically evaluate the compa@B®R effort and highlight lacking areas, in a
perspective of continuous improvement. This procsssupported by the implementation of
management systems for the different areas of Q8Rby the role of the CSR manager who
coordinate and foster the improvement loop. Thatifleation of areas of improvement, and the
continuous proactive approach to address themesept important drivers of innovation of the
company’s products, processes or organization: hathy we addressed these companies as

innovators

The following two chapters of the thesis focus eglly on CSR as a driver of innovation,
through which CSR commitment translates in comipetitadvantage. | firstly analyzed the
managerial and organizational aspects that may fineodevelopment of CSR driven innovations.
Then, focusing specifically on one of these manafespects (the development of innovation in
partnerships with the nonprofit sector) | analyzled outcomes of these partnerships in terms of

share value creation.
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In the second chapter of the thesis | obtained rtapb indications for Chief Executive
Officers and CSR managers willing to put strateQf8R into practice through innovating their
products, services and business models. | analymedrganizational and managerial enablers of
CSR-driven innovation in a company where this kifidnnovations represent a central element of
the CSR strategy. The selection of the case stadiyatl from the deep knowledge of its CSR
strategy gained in the previous part of the resedrcintesasanpaolo (the company | have chosen
for the explorative analysis) CSR-driven innovasi@onsist in new banking products and services
developed with the social intent to provide accessfinancial services also to those social
categories that do not have an on-going income candot provide real or personal guarantees, for
example young people and immigrants. These CSRunrnovations have an immediate social
benefit, since “non access to banks” is often plaiveh social exclusion, and also represent sources
of business value since they favor the bank adoesew niche market areas. The single case study
| analyzed outlined which are the main aspects finaired the raising and development of these
innovations. The CSR approach of the company ida$iefew years strongly reinforced the process
of stakeholder engagement, which emerged from ¢search as one of the main elements that
enables the CSR-driven innovation’s idea generatidithin the stakeholder categories involved in
a dialogue with the bank a primary role is playgdnbnprofit organizations, with whom the bank
entertain a frequent dialogue also thanks to tlesgarce of Banca Prossima, a bank of the group
specifically dedicated to the third sector. The profit organizations do not only represent a
privileged antenna through which the company catthe “weak signals” coming from the society,
but are also partners in an open innovation apprd@hesbrougtet al, 2006), since they are
providers of distinctive competence and capabslinecessary for the development of CSR-driven
innovations. Moreover, the empirical analysis fhe aiccent on the role of the Bank and Society
Laboratory, fostering the success of CSR drivemwations. This Laboratory is a corporate unit in
staff to the CEO that acts as a structurally indejpat unit. It has its own processes and culttre, i
has a specific social mission which diverges framfor profit approach of the main bank, and it is
strongly supported by the direct sponsorship ofttaek CEO. These features resemble the one of
structurally ambidextrous organizations, that hasnbshown to be an effective way to develop
radical product or service innovations (O'ReillyT&ishman, 2004). Thus, stakeholder engagement,
partnering with the nonprofit sector and creatimgaanbidextrous organization appeared to be the
fundamental elements favoring the development oR-@B8ven innovations. The support of
established theories in the innovation field (openovation and ambidexterity) used for the
interpretation of previous results, added robustneshe conclusions driven from single case study

analysis, although the obvious scarce generalipabii the results.
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Maintaining the focus on innovation, and considgtiime results of the previous research, the
last part of the analysis has been aimed to iny&t&tithe outcome, in terms of business and social
value, of profit-nonprofit partnerships leading ftwur different innovation typologies: product,
process, market and organizational. The researotssithat the collaborations actually led to a
business value, deriving from the exploitation leé innovation, and to an immediate social value
for the direct beneficiaries of the NPO. These diteenefits were predictable and implicit in the
realization of the partnership. However, from aibess perspective, the analysis shows that the
results achieved by the companies go beyond thextdivenefit deriving from innovation. The
collaborations had relevant business benefits, ppeed at the beginning of the project, that
contribute to the realization of the corporatetsgg. In parallel, from the social perspective, the
partnerships originated a learning process in tR®slthat may lead to a further future spread of
the social value. The four cases | used for thdiptelcase study analysis can be interpreted as bes
practices in implementing the renewed EU stratag8R presented by the European Commission
in 2011, which encourages companies to “explore dpportunities for developing innovative
products, services and business models that catertb social wellbeing and lead to higher quality
and more productive jobs” (European Commission,12qil6). This perspective enlightens the
managerial implications of the analysis, as it shothie high business potential of these
collaborations. Moreover it provides evidence ttigyomakers of the importance to encourage this
kind of practices. The high variety of the samplet, only in terms of innovation outcome, but also
with respect to sector and size of partners, addbdr value to this implications, since it suggest
the possibility to establish these partnershipdiiferent companies (and NOGs) and in different

kind of projects.

Summarizing, the present research encourages toowepthe integration of CSR into
corporate strategy, mainly through the mean of wation. With respect to the first issue |
investigated, | underlined the usefulness of fortoals in improving the integration of CSR into
strategy, and also fostering an innovation proc&ben | entered in the managerial enablers of
CSR-driven innovations, and | found evidence of importance of implementing stakeholder
engagement tools, establishing partnership with ribeprofit sector and creating ambidextrous
organizations for favoring the raising and develepmof CSR-driven innovations. Finally, |
deepened the investigation of profit-nonprofit parships as a source of innovation, analyzing in

depth the business and social value they can genera

These findings, on the whole, represent imporiagiitations for managers (CSR managers

in particular) willing to follow the European Conssion guidelines on CSR, which go in the
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direction of an increasing integration between G8R business, till the achievement of the concept
of “shared value”, which Porter and Kramer (201éfirtes ‘hot social responsibility, philanthropy,

or even sustainability, but a new way to achievenemic succesgPorter and Kramer, 2011, p.4).

Furthermore, from an academic viewpoint the thegislerlines the potential of using
innovation theories for interpreting CSR-relateduss. In this perspective, | would like to
underline the potentialities in terms of literatuaed managerial implications of a further
investigation of profit-nonprofit partnerships im @annovation perspective. The last part of this
thesis provides evidence of the potential valueshelse partnerships. Once established their
business and social relevance, it could be usefehtarge the results obtained by the literature on
innovation partnerships or networks between fofipaators, to include also this emergent kind of
partner. In particular, the literature on collalimmas between firms for the development of
innovation investigated several issues: the orgdioizal form of the partnership (Brockhoff, 1991,
Millson e al, 1996); the partnership performanceasseement and management (Bammer, 2008;
Faems et al, 2004; Noteboom, 1999); the partnersinprol (Carson et al, 2003); the role of trust
in innovation partnerships (Littler et al, 1995;tiBker, 2006). Given the peculiarities of nonprofit
actors, all the previous aspects may provide isterg results if applied to profit-nonprofit

alliances.
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