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Abstract

In today's globalized world we hear more and more about sustainable
development, ethical corporate governance, ecological footprint and similar
concepts that are inspiring us to behave and operate responsibly from individuals to
large enterprises. Previous researches on the subject have highlighted the fact that
most of the company executives are not aware of the elements of the CSR concept
(Corporate Social Responsibility) and they identify CSR as environmental protection
and charity. A directive of CSR is needed which enables companies to learn about
the concept of CSR and its elements, so this information could help them in
responsible decision making. During the research the CSR excellence management
and assessment tool (CSR EMAT) was developed based on the logic of the EFQM
Excellence Model. It serves as a guideline and evaluation system for companies and
makes them comparable as a result of the evaluation process. Companies can be
divided into different groups according to their CSR excellence as it is supported by
the examples in the study.
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Infroduction

According to previous research in Hungary, the scope of the concept of CSR is not
clear among the managers and they are not familiar with its contents neither. Most
of the company leaders identify CSR with environmental protection, charity and
sponsorship. The CSR concept has although much more elements. We cannot
expect from managers to be able to decide responsibly without knowing this
information. The research aimed to develop a quality management system and
guidance to help managers understand the CSR approach and its introduction into
the corporate practice. Following the literary background of the CSR approach and
sustainability, the CSR excellence model and the assessment criteria will be
presented with the results obtained during the evaluation.

Sustainable development must be based on ecological principles, the honor and
morality between generations and the various social interest groups. In order to
achieve sustainability it is not enough to operate profitably while reducing
environmental impacts, much more is needed: commitment, long-term and
responsible thinking which monitors the effects on society as well. Corporate social
responsibility is an important means of achieving sustainability. Sustainable
development meets the needs of the present, without compromising the needs of
the future generations (Brundtland, 1987). Although the conscious and
environmentally decisions promoting sustainability refers to the future, they need to
be taken into consideration in the present. Since changing the opinions and
aftitudes is a slow process, it is expedient in case of present decisions to take into
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account the circumstances with the support of appropriate management
techniques in order to enhancing effectiveness.

Responsible management assumes responsibility for the ftriple bottom line
(sustainability), stakeholder value (responsibility), and moral dilemmas (ethics).
Responsible managers should think of social efficiency as an evaluation criterion of
their own management processes. How much social welfare is created¢ Are the
employees satisfied with the working conditions¢ Are they motivated well? Are they
growing as human beings in their work, or are they exploited so that they represent
lost social capitale Performance for a responsible manager is defined as a
combination of social, environmental, and economic performances. In 2009, senior
management thinker Gary Hamel brought together a group of thirty-five eminent
management specialists called 'the renegades’ who developed twenty-five
recommendations for management of the future. Their first three recommendations
were dll related to ethics, sustainability and responsibility. 1. Management must orient
itself to achieve noble, socially significant goals. 2. They must embed the ideas of
community and citizenship in management systems. There is a need for processes
and practices that reflect the interdependence of all stakeholder groups. 3.
Reconstruct management’s philosophical foundations (Laash, 2015).

If we take the definition of sustainability into consideration, we can see that the two
concepts are related and complementary. CSR means the activities of a company
that support the society while relating to legal standards and the direct interests of
the company. Sustainable development meets the needs and expectations of
humanity without threatening the future generation. The responsible operation has a
number of results that supports sustainability and thereby the long-term
competitiveness as well (Szldvik, 2013).

Table 1
The Results of the Responsible Operation

The results of the responsible operation

O the company profit will grow, it will be easier to get corporate resources as the company will be
more attractive to investors

it improves the company's reputation and image

the loyalty and motivation will rise among the stakeholders, especially the consumers and staff-
which reduces the internal monitoring and coordination costs

improves the competitive position of the company, increases the market share - niche markets
can be also reached

cost savings can be achieved (environmental investments), the company will be attacked less by
the NGOs, the media and other stakeholders- risk management

reduces the risk of tightening legislation

transaction costs will be reduced because of the relationship and trust

as the governments and international organizations consider CSR as a more important
question, the company can get subsidy easier through its responsible behavior

CSR can be the tool of stakeholder relationship management

it develops proactivity

it provides opportunities for innovation (e.g. SRI - responsible investment products, or
environmentally friendly products)

000 OO0 O O OO

Source: authors research data (2015)

Table 1 summarizes the results of the responsible operation. The application of the
concept of CSR can result a number of positive effects for companies. It can be
clearly seen that without the commitment of leaders social responsibility cannot
work.

The implementation of the corporate social responsibility concept is affected by
the people who make up the organization. The key element of CSR-oriented
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management is the leadership itself and its commitment, habit, ethical compliance,
disposition and socialization experience. The social commitment of the company to
the practical aspects of CSR: 1. unifying the CSR orientation of the management 2.
the development and operation of reporting and measurement systems 3. the
continuous improvement of the quality of work 4 social and eco-labels, the
purposeful and conscious use of product marks 5 implementing socially responsible
investments. (Kun, 2004)

Theoretical background

According to World Business Council for Sustainable Development, the definition of
CSR is the following: commitment of business to contribute to sustainable economic
development, with the employees, their families, local community and society
cooperating in order to improve the quality of life. (EC, 2001) CSR is regarded as a
set of tools that improves working conditions beyond legal requirements and it is
favorable for the society. (Vogel, 2006) Many companies are focusing on corporate
social responsibility issues but unfortunately, most companies are still based on self-
interest and make CSR the part of their economic calculation, which is the opposite
of altruistic ethical behavior. (Holliday, 2002) The main points of Corporate Social
Responsibility (CSR) concepts are; that after mapping who their stakeholders are, the
company has to incorporate these CSR values and interests info their business
operation while maintaining their profitability. Socially responsible behavior radiates
confidence towards both employees and consumers. (Frank, 2004) Many
companies, however, see that a few donations and environmental measures are
enough for responsible behavior. However, for the sustainable development a long-
term strategy is needed.

Corporate Social Responsibility concentrates not only on environmental issues but
also on communication and employee care, so applying this concept can be a
great tool in order to build frust, raise employee satisfaction and motivation. The
essence of CSR activity is communication, including internal and external
relationship with stakeholders. The stakeholders’ views and ideas are becoming
increasingly important so the bidirectional communication is essential. There are
many positive effects of CSR that can be observed in case of companies.

Table 2
CSR Guidelines and Standards

Adaptation to change Economic
3. Environment
4. Society

Management of environmental impacts and natural
resources/ Global environment concerns Environment Environmental Environment
Anti-corruption Fair operating practices
Local communities Society Community involvement and development
Business partners, suppliers and consumers
SRI (Socially responsible investment)

Social responsibility reporting and auditing

Source: authors research data (2016)

Table 2 demonstrates the international CSR guidelines and standards and their core
subjects. Since the early 1990s, the European Commission has taken an active
interest in corporate social responsibility (CSR). In 2001, this interest manifested itself in
the form of a green paper (or consultation document) entitled 'Promoting a
European framework for corporate social responsibility'. This 35-page document sets
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out the principles underlying CSR and introduces some of the sustainability tools at
the disposal of companies and governments. The UN Global Compact is a call to
companies everywhere to: 1. voluntarily align their operations and strategies with ten
universally accepted principles in the areas of human rights, labor, environment and
anfi-corruption and 2 take actions in support of UN goadls, including the Millennium
Development Goals. The Global Reporting Initiative (GRI) is a leading organization in
the sustainability field. GRI promotes the use of sustainability reporting as a way for
organizations to become more sustainable and contribute to sustainable
development. GRI has pioneered and developed a comprehensive Sustainability
Reporting Framework that is widely used around the world. A sustainability report is a
report published by a company or organization about the economic, environmental
and social impacts caused by its everyday activities. ISO 26000:2010 provides
guidance rather than requirements, so it cannot be certified to unlike some other
well-known ISO standards. Instead, it helps clarify what social responsibility is, helps
businesses and organizations franslate principles into effective actions and shares
best practices relating to social responsibility globally. It is aimed at all types of
organizations regardless of their activity, size or location. The standard was launched
in 2010 following five years of negofiations between many different stakeholders
across the world. Representatives from government, NGOs, industry, consumer
groups and labor organizations around the world were involved in its development.
CSR has no internationally agreed definition and there is no precise determination of
its areas. | collected the guidelines and standards related to CSR into a table to see
what are the core subjects they have in common. As a result, the determined
elements of the CSR concept can be found in the last column of the table.

Methodology

My research was motivated by the idea to develop a guidance of CSR which
enables companies to learn about the concept and its elements, so this information
could help them in responsible decision making. After collecting the elements of
international standards and directives for social responsibility and sustainability, | was
looking for a quality management system which framework is appropriate to
develop the CSR excellence model. The CSR excellence management and
assessment tool (CSR EMAT) was developed based on the logic of the EFQM
Excellence Model.

The EFQM Excellence Model is based on a set of European values and was
infroduced in 1992. Today, it is the most widely used business excellence model in
Europe, more than 30,000 organizations use it to improve performance. The model is
a practical, non-prescriptive framework that enables organizations to assess where
they are on the path to excellence and provide a basic structure for the
organization's management system. The EFQM Excellence model contains three
integrated components: the fundamental concepts of excellence, the EFQM
excellence model and the RADAR logic. The fundamental concepts of excellence
are the underlying principles which are the essential foundation of achieving
sustainable excellence for any organization. The EFQM Excellence Model is a
framework to help organizations convert the fundamental concepts and RADAR
logic info practice. Radar logic is a dynamic assessment framework and
management tool that provides a structured approach to question the performance
of an organization. It also supports the scoring mechanism behind the assessment
schemes and can help to lead change and manage improvement projects in an
organization.
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The EFQM Excellence Model is a framework based on nine criteria. Five of these
are ‘Enablers’ and four are ‘Results’. The ‘Enabler’ criteriac cover what an
organization does and how it does it. The ‘Results’ criteria cover what an
organization achieves. ‘Results’ are caused by ‘Enablers’ and ‘Enablers’ are
improved using feedback from ‘Results’. Each criterion is supported by a number of
criterion parts. Criterion parts are statements that describe in further examples what
should be considered in the course of an assessment.

Results
Table 3
CSR Excellence Model

Enablers

5.Products | 6.Employee results 9.CSR
& Services Results

7.Customer results

4.Society&Environment 8.Society&Environment
results

Learning, Creativity and Innovation

Source: Author’s illustration

The areas of the CSR Excellence Model were determined on the basis of the
international standards and guidelines. The certain areas of the model are also
divided into criterion parts on the basis of the sub-areas of international standards
and guidelines and the collected content elements of 250 European CSR reports.
The assessment tool is intended to evaluate the CSR activities of organizations of all
sizes and from all sectors in order to be able to compare them. It was therefore
important to collect all the elements of CSR from the reports and standards that are
used in practice. Beyond the assessment, the aim of the CSR EMAT system is to
provide guidance for company managers in the interpretation of the CSR approach
and a kind of best practice data base that can help them to learn about the
opportunities of applying this concept. The fundamental concepts of the CSR
Excellence Management and Assessment Tool (CSR EMAT) are:

e Responsible and ethical management,
Strategy for responsible and sustainable operation and development,
Creating value for the society,
Taking into account the interests of stakeholders,
Employee appreciation and motivation,
Relations with partners and customers,
Responsible product and service,
Being responsibility for the environment.
The CSR EMAT is a complex management guidance that beside the fundamental
concepts and their definitions also contains the assessment tool that can evaluate
the intensity of the CSR activity of a certain company.
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Table 4
The Results of the Company’s CSR Excellence
The result of the company’s CSR excellence

Record the number of ticks scored % Achievement

Total number of ticks (a) 211 4 10 30 47
Factor (b) 0|25 50 75 100
Value (ax b 0 | 25| 200 750 3000 | 3975

 Total/47=84,6% CSR excellence
Source: Author’s illustration

Table 4 shows the results of the company’s CSR excellence at the end of the
assessment tool. Each company has this table and the graphical display of its results
(Figure 1) following the completion of the evaluation system. The assessment tool
consists of statements concerning the 9 areas (Enablers and Results) of the CSR
excellence model. Table 4 shows the CSR excellence of a financial services
company employing 60,000 thousand employees. 84, 6% is an outstanding result. This
company is a pioneer at this field in Hungary and sets an example for the other
companies in CSR activity.

Figure 1
The graphical display of the CSR excellence

The company's CSR Excellence

B The company's CSR Excellence

Responsible leadership
0,

CSRresults 80%
6

Employee

Society&Environment

Strate)
results gY

Customer results Sodiety&Environmeant

Employee results Products&Services

Source: Author’s illustration

The validation of the evaluation system is in progress. | have evaluated 16
companies so far from small, medium to large companies from all sectors. The results
of the evaluated companies have been summarized in Table 5. The results are very
convincing; therefore | can state that with the application of the evaluation system
the intensity of CSR in companies can be measurable and comparable.
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Table 5
The results of the evaluated companies with CSR EMAT
Number of employees Company Profile Ownership structure CSR Excellence

60 000 financial services foreign ownership 84,6%
952 tire production foreign ownership (French) 61,7%
8000 financial services joint ownership 61,70%
15 wholesale sales foreign ownership 79,8%
330 industrial cutting joint ownership 43,62%
130 Industrial Fixtures foreign ownership 45,75%
75 timber industry foreign ownership 71,8%
53 wholesale clothing Hungarian-owned 47,34%
20 000 food trade foreign ownership 74,4%
29 printing industry Hungarian-owned 57,45%

4600 public administration Hungarian-owned 54%

110 000 electronic products foreign ownership 66%
111 pharmaceutical industry foreign ownership (French) 57,98%
776 electronic products foreign ownership 41,3%
2700 industrial parts Hungarian-owned 71,81%

manufacturing
1600 telecommunications foreign ownership (English) 76,59%
provider

Source: Author’s illustration

The results show a very mixed picture as in the sample there are small, medium and
large companies as well. In Table 5 | collected different data about the evaluated
companies to show that there might be correlation between the CSR intensity and
the profile, the number of employees and the ownership structure of the company.
The validation confirmed the applicability of the evaluation system, but the number
of the sample is very small therefore | cannot draw definitive conclusions.

Discussion and Conclusion

The hypothesis of this research was that the EFQM excellence model is an
appropriate framework for developing a CSR Excellence model. This hypothesis has
been successfully confiirmed. Previous research in Hungary revealed that the
company managers are not familiar with the concept of CSR. In many cases, they
operate in a socially responsible way without knowing anything about CSR. The CSR
EMAT can help them to identify the CSR activities of their companies and it also
shows improvement opportunities, as the model is based on the logic of TQM (Total
Quality Management). With the use of the assessment tool the CSR intensity of
different companies (in size, profile and ownership structure) can be comparable
that also gives further research opportunities. | would like to continue this research to
obtain a representative sample among small, medium and large companies
operating in Hungary. | plan to collect all the results in an online database for further
analysis. It would be worth to evaluate different companies in other countries as well
and fo compare the results to see whether there is a correlation between CSR
intensity and national culture.
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