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Abstract: Trends in international economics such as glahtibin and environment degradation put imprintsrupo
economics both on theoretical and practical groufle article emphasizes two concepts that attnace and more
the interest of economists and put in questiorEit@nomics as known until now. Corporate social rasjimlity and
social enterprises are evolving very quickly anenseo get their legitimacy in practice. The auttr@s to connect
the two concepts finding that their final goalsreedike, despite their different nature.
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1. Introduction

53

In the past years, society proved a higher intenegtessing global problems such as climate change
poverty, human rights violations and health proldeMithin this context, firms are increasingly
called upon to play a positive role and contriltotea more sustainable development and, in the same
time, civil society is dared to find new and mofteetive means to achieve their goals in terms of
sustainable development.

Almost in the same time (the 0 two concepts emerged from the generous spheseistéinable
development: social corporate responsibility andiaoenterprise. Without a well established
connection between them, the two concepts are basedifferent tools and reside on different
business philosophies. But the final result is kimipromoting social goals using economic
instruments.

2. The CSR and the classic views upon a firm’s miss

In market economies, the main purpose of a compatty maximize the shareholder value. In order
to do that, companies pursue competitive strategibikch rely upon and develop relationships
between the corporation and its stakeholders (tov@scustomers, employees, business partners,
local communities, the environment and societyjaditionally, economic and social objectives were
perceived to conflict with each other (Friedman7@9 According to this point of view, firms already
advance social welfare to the fullest extent pdssitvhen they endeavor to maximize total firm
value. The only legitimate actor to address samalcerns is the democratically elected government.
Any effort by the firm to pursue social ends istéanount to theft of funds from its shareholders.
(Friedman, 1970).

CORPORATE SOCLAL RESPONSIBILITY



FuroEconomica
Issue 1(27)/2011 | SSN: 1582-8859

The new vision of firm’s main goal is that sincarfs do not function in isolation but as part ofithe
local environment and society, then social and econ goals are fundamentally connected (Porter
and Kramer, 2002). In certain circumstances sdogadefits can be achieved in conjunction with
competitive goals (Porter and Kramer, 2002, Per@006) Socially responsible firms can be viewed
as a vehicle for combining an investment with arithlle contribution, which can be attractive to
investors since it avoids both taxation of corpaatofits and the transaction costs of personahgiv
Even if investors prefer to make direct charitabmnations, socially responsible firms can still
survive in the marketplace, although they will #aat a discount to other firms. The entrepreneur’s
creation of a CSR firm is a gift to society—he b@adrom starting the firm, investors benefit from
the expanded range of investment opportunities tlaadecipients of CSR benefit directly. (Lyon and
Maxwell, 2009)

Since the early 1990’s, due to the realization ttetelopment centered only on economic growth
paradigms is unsustainable and therefore there ieel for a more pro-active role by states,
companies and communities in a development proaesed at balancing economic growth with

environmental sustainability and social cohesionthity this context, CSR represents the way
companies achieve enhanced ethical standards bathiace of economic, environmental and social
imperatives addressing the concerns and expectatibitheir stakeholders. Corporate governance
provides the foundations upon which CSR and cotposastainability practices can be built to

enhance responsible business operations.

There can be perceived two interrelated dimendonSSR:

a. Corporate responsibility as part of a new visiom tbe world based on a global
partnership for sustainable development;

b. Corporate responsibility as a business managenpgmbach that should provide in the

long run better value for shareholders as welbasther stakeholders. o4

Theoretical views expressed in the 1950s and 68edi corporate social obligation to the power that
business holds in society. Theoretical developmardscurrently broadly subdivided into the ethical
and accountability issues and the stakeholder appss to strategic management.

CSR is considered to shape the identity of orgaioizs and are therefore increasingly integrateal int
the business strategy of successful corporatiorserefore, CSR is a company's verifiable
commitment to operating in an economically, sogiathd environmentally sustainable manner that is
transparent and increasingly satisfying to its eft@mkders (Lyon and Maxwell, 2009). The World
Business Council for Sustainable Development (WBCHEI®9) summarizes CSR as the continuing
commitment by business to behave ethically and riimrié to economic development while
improving the quality of life of the workforce atigeir families as well as of the local communitylan
society at large.

The very core of the CSR concept is that actionstrga beyond the immediate profit-maximization
interest of the firm and beyond merely obeyingléve or other regulation.

The UN, EU and OECD are three of the most imporiatetrnational institutions which got involved
into a CSR frame creation, in order to define arappse CSR transparent evaluation indicators. This
frame is accompanied by recommendations and ptasgble to guide states and local authorities in
their effort to formulate public policies for thegmotion and support of CSR initiatives.

UN initiatives, such as the Global Compact and Mikennium Goals, have defined the goal and
principles for responsible corporate behavior ia tbllowing areas: human rights, labour standards,
environment, health, anti-corruption and economgponsibility.
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2.1 Society and firms - beneficiaries of CSR

CSR activities of a company bring benefices at lswels: the society and the company. The easiest
to intuit, but the most difficult to measure, ahe tbenefits for the society. They refer to the jubl
interest and public welfare.

Even when politicians are well intentioned, goveenimregulation can be a cumbersome and costly
enterprise. As a result, CSR can be a less coathgtitute for government mandates, and hence
increase welfare. Industry self-regulation thatepmpts legislation is typically welfare-enhancing,
since consumer groups can intervene in the pdlificacess if they find the firm's CSR efforts
unsatisfactory. Similarly, if CSR is executed thgbuvoluntary agreements with regulators, this
improves welfare as long as the regulator has gogibest interests at heart. However, there is no
guarantee that society gains if regulators areuémited by particular interest groups with narrow
agendas. (Lyon and Maxwell, 2009)

CSR activities may influence regulatory decisionsseveral ways. CSR can benefit society by
signaling to regulators that pollution abatementnist prohibitively costly, encouraging new
regulations that may produce a competitive advanfag the signaler. However, if leading firms
make modest environmental commitments, this maydadegulators to eschew tough environmental
standards, potentially making society worse offcdmpany’s CSR investments may also induce
regulators to shift enforcement resources towatterofirms that are more likely to be out of
compliance with regulations. This can be benefifmalsociety, but there is also a risk that firmd w
become overzealous in their CSR efforts as theygt to deflect regulatory attention towards other
firms. (Lyon and Maxwell, 2009)

Building social capital is a measure of the extirdocial networks in a community. It is particlyjar 55
important in creating opportunities for excludedividuals to be engaged in civic life and to proenot
greater economic prosperity. Social capital carsden as a shared resource, which is derived from
and renewed through inter-personal networks, valyrdssociations and trust generating interactions
among citizens (Luckin and Sharp, 2005). The reesuof social capital include a high degree of
reciprocity in which short-term sacrifices are madth the implicit understanding that they will be
repaid over time. (Tremblay, Gutberlet and Per@009)

The CSR benefits for companies are more and mor@wb every day. Knowing these benefits and
pursuing them, including by the general businesgesiy, is essential for the CSR adopting proaess t
get amplified.

One of the advantages consists in the possibititgitferentiate from the competition and obtain
loyalty to the brand. There are two main factoed thake from CSR a powerful weapon for the brand
construction:

a. consumers are more and more aware, more capabéxp@ss opinions and more
preoccupied by subjects concerning health, envissrirar social problems;

b. the markets are more and more agglomerated andi®@e forced to find new and
relevant ways to build emotional bonds with thangets.

Another advantage is that CSR helps companies poowe its reputation. Nowadays, a company’s
success directly depends on the trust that commsuaiithorities, media or partners lends them.
Without this trust, the company is under seversitsi vulnerability in front of gestures of protest

from civil society, weak relationship with auth@g# or partners who will refuse to associate their
image with a doubtable company, bad image and l@étysin front of media attacks. In the same

time, sustaining a social cause is the best wayetanto partnerships with other companies, public
authorities or media institutions.
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CSR programs helps companies to raise their salésrarket share. This thing is true mostly for

Cause Related Marketing companies. The CSR cotitiibto the market success of a company is
important not only in the case of campaigns, bab athen it comes to a long term commitment.

Another benefit comes from the fact that CSR progrdnelp companies keep valuable employees.
For any firm working in a competitive environmenlhe employees’ attachment to the brand is
crucial. And attachment doesn't get obtained ohhpigh wages, but mostly through the accent put
on brand values.

Strategic practice of CSR involves a long-term shalder value approach, which implies a long-
term view of profit maximization, as well. If it @ company's goal to survive and prosper, it can do
nothing better than to take a long term view andewstand that if it treats society well, societyl wi
return the favor.

3. Social enterprises — business for society
3.1. Meaning and content of the concept

Social capital and positive social networks as ulsebncepts in understanding community-based
enterprises, and are seen as necessary compoaeetnhomic development. Social capital creates
economic opportunity, builds political activity, dpromotes social, cultural and environmental goals

Social enterprises can be seen as initiatives meardpply social entrepreneurship spirit for
community’s development. In American context, ttiea of social enterprise is still vague, designing
especially economic activities with social goats.Hurope the concept emerged at the beginning of
the 90th, in Italy. 56

A social enterprise can be defined as "a revenurgéng venture founded to create economic
opportunities for very low income individuals, wdisimultaneously operating with reference to the
financial bottom-line.” (Alter, 2007) The conceptanreceive a second meaning, beside the one
presented above, as a process, as an entrepréadtittide towards social issues

The UK-based Social Enterprise Coalition considleas the simplest definition of social enterprise,
as business trading for a social purpose, allows fwide range of interpretations and there i$ &l
ongoing debate among practitioners and academaistbe exact definition of social enterprise.

The most common characteristics of social entegprt®nsist in (Alter, 2007):
a. They are directly involved in producing goods aoypding services to a market.

b. They have explicit social and/or environmental aBush as job creation, training or the
provision of local services. Their ethical valueayninclude a commitment to building
skills in local communities and their profits argngipally reinvested to achieve their
social objectives.

c. They are autonomous organizations whose governandeownership structures are
normally based on participation by stakeholder gso(e.g. employees, users, clients,
local community groups and social investors) ottriogtees or directors who control the
enterprise on behalf of a wider group of stakelmsld@hey are accountable to their
stakeholders and the wider community for their algognvironmental and economic
impact. Profits can be distributed as profit shgutio stakeholders or used for the benefit
of the community.

OCDE mentions two sets of criteria that help defineial enterprises across national differences:
Economic Criteria:
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a. Unlike traditional non-profit organizations, socalterprises are directly engaged in the
production and/or sale of goods and services (raten predominantly advisory or
grant-giving functions);

b. Social enterprises are voluntarily created and meady groups of citizens. As a result,
while they may receive grants and donations fronblipuauthorities or private
companies, social enterprises enjoy a high dedgraatonomy and shareholders have the
right to participate and to leave the organization;

c. The financial viability of social enterprises de@sron the efforts of their members, who
are responsible for ensuring adequate financialureges, unlike most public institutions.
Social enterprises therefore involve a signifidamel of economic risk;

d. Activities carried out by social enterprises reguar minimum number of paid workers,
even if they may combine voluntary and paid workers

Social criteria:

a. Social enterprises are the result of an initiabyecitizens involving people belonging to
a community or to a group that shares a certainl eeaim. They must maintain this
dimension in one form or another;

b. Decision making rights are shared by stakehold&lthiough capital owners in social
enterprises play an important role, decision-makpayer is not based on capital
ownership;

c. Social enterprises are participatory in naturepfssas those affected by the activities
(the users of social enterprises’ services) areesgmted and participate in the
management of activities. In many cases one obliectives is to strengthen democracy 57
at local level through economic activity;

d. Social enterprises include organizations that fofaiohibit the distribution of profits and
organizations such as co-operatives, which mayilgiige their profit only to a limited
degree. Social enterprises therefore avoid pradiximizing behavior, as they involve a
limited distribution of profit.

e. Social enterprises pursue an explicit aim to bérleé community or a specific group of
people. By doing so, they directly and indirecthpipote a sense of social responsibility
at local level.

Social enterprises are so divers that they tramstrenitional nonprofit sectors (health, environten
education and social welfare) and also apply tcmegtic development or job creation programs.
Their motivation (either mission or money) for egiyag in social enterprise may differ between
sectors. Economic and employment development azgaons are a natural fit with social enterprise,
and therefore frequently integrate social entegpais a program strategy. Other social sectorsttend
incorporate social enterprise as a financing meshanthough in both cases programmatic and
financial benefits can be realized (Alter, 2007).

3.2. Forms of social enterprises

A social enterprise is conceived as a mechanisnbdtin accomplishing a nonprofit's mission and
generating funds for its social programs, therefmweial enterprises must be designed to meet social
needs as well as to achieve commercial viability.
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The enterprise may be central to the organizatisosal mission (Alter, 2007). These social
enterprises are created for the express purposdvaicing the mission using a self-financing model.
Organizations created to employ disadvantaged ptipos (employment development) and
microfinance institutions are examples of this tgpsocial enterprise.

Another case is when the enterprise is relatedhe¢oorganization's mission or core social services.
Mission-related social enterprises have synergfstiperties, creating social value for programs and
generating economic value to subsidize the orgtiarza social programs and/or operating expenses.

The third case of social enterprise is when itarelated to the organization's mission, or inezhtb
advance the mission other than by generating incfumés social programs and operating costs.
Such a company promotes CSR activities in ordexdb marketing or branding value, operate in an
industry related to the nonprofit parent organ@at services or sector, however, profit potensal
the motivation for creating a social enterpriseelated to mission.

a. Based on the level of integration between sociag@ams and business activities, social
enterprises can embrace several forms.

b. Embedded Saocial Enterprises appear when sociatgaragand business activities are one
and the same. Nonprofit organizations create thesg¢erprises expressly for
programmatic purposes. Social programs are selfiiad through enterprise activities
and thus, the embedded social enterprise alsoifunschs a sustainable program strategy.
The relationship between the business activitiesl dhe social programs are
comprehensive: financial and social benefits algeaed simultaneously.

c. Integrated Social Enterprises are born when sqmiagrams overlap with business
activities, often sharing costs and assets. Org#irs create integrated social enterprises
as a funding mechanism to support the nonproffisrations and mission activities. In 58
many cases integrated social enterprises expamshitance the organization’s mission
enabling it to achieve greater social impact. Missexpansion may be achieved by
commercializing the organization’s social serviaesl selling them to a new fee-paying
to existing clients. Integrated social enterprigmgerage tangible and intangible assets
such as expertise, program methodology, relatipssiorand, and infrastructure, as the
basis from which to create their businesses.

d. In the case of External Social Enterprises sociabfams are distinct from business
activities. Nonprofits create external social eptises to fund their social services and/or
operating costs. The enterprise's activities aretefepal" from the organization’s
operations, but support its social programs throsgpplementary financing. External
social enterprises generally do not benefit frometaging, cost sharing or program
synergies; therefore to serve their purpose, thast ime profitable.

4. Conclusions and comments

Two different environments — business and civilistyc— are seeking for ways to support society’s
sustainable development. Economic literature isndbnot in subjects regarding the two concepts,
CSR and social enterprises, but the debate is omatleded. Specialists, beginning with Porter and
ending with practitioners within corporate firmsdamon-governmental organizations, argue in favor
and against.

For the first concept, development non-governmenitighnizations have expressed their doubts and
even critics concerning the voluntary initiativesdertaken by the corporate sector, arguing that CSR
in an insufficient and inadequate response to thgact that multinational companies have upon
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nature or society. On the other hand, official depment agencies take a much more positive view of
the development impacts of CSR, considering thatgtlowth generated by the private sector can be
more inclusive, equitable and poverty reducing®RCmethods are used. (Jenkins, 2005)

As for the social firms, they are sustainable besses supplying quality services and products in a
supportive but not a care environment. They ateyrémd challenging enterprises requiring a long-

term commitment (3-5 years start-up typically) ame costly, in time and energy as well as money.
A Social Firm is not a quick fix to the problemssasiated with social inclusion or equal and ready

access to employment for disabled people. Theyddsoot create a large number of jobs in a short
space of time nor are they a training project @itehed workshop or day care on the cheap.

In Romania, both concepts are in infant stage asdlis cannot be yet evaluated on a relevant basis.
Nevertheless, efforts can be notices and in a fearsy analysis may reveal unexpected positive
effects, according to the extent of the interestmifeated by both civil society and business
environment.
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