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Executive summary

This is a paper which has its purpose to address questions in relations to the

subject of EU Policy Processes held at the Norwegian School of Management.

Moreover, this specific paper seeks to analyse and embrace the policy section of

, Soci al Europe®™ in the European Union
of ,Corporate Soci al Responsibility®".
approved by the academic staff at the Department of Public Governance and |

shall therefore try to give the reader
, Corporate Soci al Responsibility"™ att.i
Ever since the “explosion” of interest

(and especially the European Commission) have somewhat welcomed

“ ”

|l obbyi stic approaches that Viewthe e mer
type of lobbyism as an important element for increasing their democratic

legitimacy. However, not all lobbyists are capable to have their saying in a policy

process such as the CSR implementation. What has become more evident over a

period stretching from 2001 until 2007 is that strong and powerful lobbyists

(especially business interest organisations) are more capable in shaping the debate
unequi pp
light of this, pluralistic approaches have often been used, however, | ask the

andproposal s than those who are

question if we are beginning to convert over to a more elitist pluralism in the CSR

policy process.
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1.0 Introduction

For those who are interested in the development of the European Union (EU) such

as scholars and academics, its qualities as a democracy have been a matter of

considerable fascination and debate. Over a number of years, academics and

others have pointedtos ever al significant all eged f
d e f i(Cbrysgochoou 2007). In many ways this may be both cause and effect for

an apathetic and distrustful European electorate, as demonstrated by the low
turnouts for European Parliament el ect
constitutional referendums (Fairbrass 2008). The problems afflicting the EU are in

basic terms no different from those affecting most western industrialised

countries. However, due to —according to the EU itself (EC 2001) — the

complicated policy-making system is poorly understood by most citizens, the

Commission has argued that the loss of confidence in political leaders and public

institutions are becoming more evident. In light of this, the EU behaves in a rather
contradictoryways een as both “remote” and “intr

In an era of absence of a politically active citizenry, others emerge who are more
than willing and capable of filling the political space created. Among those are the
political elites, which include both elected and unelected individuals and
institutions. Behind those unelected bodies lie strong and well resourced interests
groups, including trade unions, business associations, individual enterprises, and
other groups that form part of civil society such as religious, environmental and

welfare groups (Fairbrass 2008). Due t o t he explosion” in
in the EU since the mid-1980s, interest groups have taken advantage of the
political opportunit i emakingSs$yftems attheugh by t h
the significance has differed amongst the different organisations. In regard to this,
aproblemarisss—s ome i nterest groups are betterl
some have been more capable to influence than others. In effect, there is not a

level playing field when it comes to political competition among interest

organisations, as also Mancur Olsen (1965)f ul | 'y el abor ates i n |
col | ect itheoeem. & ¢his lin@of thought, interest representation within
the EU and with special attention towa
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(CSR) is then an interesting topic of discussion in light of interest representation

theory.

1.1  Ouitline of the paper

The main goal for this paper is to give the reader some insight in the policy-
process in the EU with special attention to CSR. Additionally, | shall provide the
reader with some theoretical fundamentals in terms of interest representation
theory in respect to the lobbyism which became visible in the proceedings of the
CSR policy.

The paper is further outlined as follows; section two gives a somewhat
retrospective view of the path towards a CSR policy and the role of government in
respect to the theme; section three outlines some specific CSR related theory —

namely Freeman"s stakeholder theory an
gives an elaborative description on the CSR policy process and surrounding

elements; while section five tries to explain in a theoretical manner the issues

related to the CSR policy content; section six embraces an interpretation of the

theory and a possible new era of pluralistic lobbyism; while finally, section seven

finalises the paper with some concluding remarks.

2.0 On the path to a CSR policy

»Sustainable development™ has emerged in the global public domain as one of the

critical issues facing humanity in the late twentieth and early twenty-first

centuries. Ever since the 1980s, several international, national, and sub-national
organisationshaved evel oped, published and promo
policies and strategiess The concept of , s wasdnaracediabl e ¢
by the European Union (EU) during the 1990s, which elevated the idea to the

status of one of the underpinning principles of the polity (Fairbrass 2006). As an

effect of the EUs embracement of the concept, the Union called for action by all

to take part and engage with and contributetotarg et s set out to r e:;

d e v el o moommon With several other public policy-making institutions,

4
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t he Uni on "layparticusrtemphasiston the potential role of businesses,

given their allegedly potent capacity to affect the achievement (or not) of
,Sustainable development® objectives,
production and consumption (Fairbrass 2006). Further, with regard to this, the EU

makes an explicitlinkbet ween ,sustainabl e devel opme
practices of business organisations (EC 2001), treating the latter as a means to

achieve the former.

Through the Commission, EU tried to foster a debate about CSR in publishing a
number of key policy documents and hosting public consultations and deliberation
processes. Having first published a Green Paper on CSR in mid-July 2001, the EU
then invited public feedback. As a response, more than 250 feedbacks were
received from a range of organisations including public sector actors, individual
businesses and business associations, and civil society bodies such as trade unions
and environmental interest groups. Moreover, having stimulated dialogue
concerning the CSR agenda in the Union, a clear line of dispute have emerged
between the various parties to the discussion. Whilst there appears to be little

di sagreement about t hteaiumabelrd yd enwge led perm
CSR, there are differences in the values associated with the means of

implementation.

2.1  The concept of CSR

The CSR concept first appeared in one form or another in writings dating back to

the 1950s, mainly emanating from the United States (Carroll 1999). Early
definitions emphasised the I mportance
,business power " . During the 1970s, ho
which placed focus on the importance of balancing the multiplicity of interests

represented by internal and external constituent groups and individuals (Crane and

Matten 2004). A decade or so later, the focus on CSR somewhat shifted from

developing new and revised definitions to further research on CSR, resulting in a

splintering of writings and the emergence of a range of alternative concepts and

themes (Welford 2004).
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With a retrospective glance of the various definitions on offer it is possible to

discern a wide spectrum. They range from neo-classical economist definition

(Friedman 1970), whi ch treated profit maxi misa
an enterprise, arguing that social obligations can best be met through making

profits for shareholders. On the other side of the scale is the view that businesses

are communityimemsér so o speak, with
similar to al/l other citizens. I n Iine
their own right and should not be subordinate to economic goals (Freeman and

Gilbert 1988).

I n a more definitional manner , at he Eur
concept whereby companies integrate social and environmental concerns in their

business operations and in their interaction with their stakeholders on a voluntary

bas i (&C 2002). Moreover, the main function of a company is to create value

through producing goods and services that society demands, thereby generating

profit for its shareholders as well as welfare for society.

2.2 The role of governments

I n his oft en SgcaalResprsibileysosBasiness is,jo Tnbrease its
Profits®", Friedman distinguishes the
those of government (Friedman 1970). This is a common argument by many

sceptics of CSR who are concerned that acceptance of its legitimacy by firms may
compromise effective functioning of markets (Moon and VVogel 2008). Moreover,
Friedman®"s distinction was premised on
utilitarian case is that political representatives and public officials are trained for

and experienced with addressing public policy issues whereas business managers

are trained for and experienced in managing business organisations (Friedman

1970). The other argument concerning accountability is both that business

manager* s prime responsibility should be t
expected profit, while in democratic systems the accountability of government

authorities to the electorates is secured through elected political representatives.

6
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This dichotomy has not, however, been reflective of public policy nor of business
practice (Moon and Vogel 2008). Further, governments structure the behaviour of
private actors to serve public ends through both regulations and incentives. In this
respect, public policy is influenced by the articulation and aggregation of business
interests and their respective lobbying activities (Finer 1958). As Moon and Vogel
(2008) argue, governments typically partner with business (and other organised
interest) to formulate and implement public policies.

An important social challenge facing all these authorities is to provide a response
to the new role of companies in economic development, with the social and
environmental problems this entails. The European Commission expects then that
these national policies on CSR shall tie in with both community policies and
international codes and standards. However, several governments in Europe have
started to develop and design actions and policies on and around CSR (Albareda
et al. 2005).

3.0 The company as a political actor

3.1 Stakeholder theory

As to some extent mentioned above, from the 1980s onwards the focus of the
academic debate from developing new and revised definitions to further research
on CSR, resulting in a splintering of writings and the manifestation of several
alternative concepts and themes (Welford 2004). A new term which entered the
literature on this subject in the 1960s, was the notion towards stakeholders. This
in turn led to the development of an approach known as the stakeholder theory of
the firm in mid-1980s. One focal point in this movement was the publication of R.
Edward Freeman®"s ,Strategi c (Meéemaage ment
1984). The impetus behind stakeholder management was to try and build a
framework that was responsive to the concerns of managers who were being
buffeted by unprecedented levels of environmental turbulence and change

(Freeman and Velamuri 2006). Moreover, the stakeholder perspective takes as its

7
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starting point the contention that any business is not simply managed for the
benefit of shareholders but is responsible to a range of groups and individuals,
which is stakeholders, who have a legitimate interest in the organisation. In basic
terms, the framework highlights the importance of balancing the multiplicity of

interests represented by internal and external constituent institutions.

3.2  Corporate accountability

Even though the neo-classical branch — most notably Friedman in his article in the
seventies (Friedman 1970) —argued that enterprises should not undertake social
policies (because that is the task of governments) and that business managers
should act on behalf of and be accountable to shareholders (since these managers
are not elected by the general public they should not —and cannot — be
accountable to public), several companies have actually begun to undertake a
range of social activities, conducting many functions previously exercised by
authorities (Crane and Matten 2004). In a more broaden sense, this development
might be seen to be part of a trend towards an increasing impotence of
governments. With regard to this, Crane and Matten (2004) argue that such a trend
can partly be attributed to a rise in corporate power,asa , r esponse"”
globalisation and the introduction of privatisation, liberalisation, de-regulation and
self-regulation programmes. Moreover, it might also be seen as the product of the
unwillingness of elected politicians to introduce unpopular social and political
measures, the genuine inability of authorities and others to control natural
disasters, and the trend towards governance rather than government under which
many more public, private and voluntary sector actors participate in public policy
making (Fairbrass 2008). As a result, the alleged outcome is that public policy

is increasingly dominated by the actions and policies of business institutions,
instead of those taken by elected politicians and their civil servants. In effect,
according to Fairbrass (2008), businesses have become political actors. Since
companies appear to have acquired considerably wider array of responsibilities,
this has led to a growing concern about the issue of democratic accountability and

a demand for corporate accountability (Crane and Matten 2004).

t

(0]
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4.0 CSR policy and policy-making within the EU

In this section the paper tries to somewhat chart the formal development of the EU
CSR policy. It outlines the key publications and events in the development of the
policy between 2001 (with the Green Paper) and 2007 (the Resolution on CSR
from the European Parliament) with purpose to examining policy content and the
deliberative process involved.

4.1  Policy content

Probably the first important policy paper that was to be published was the 2001

Green Paper, which st atE€aD0l)ESetassletret t i t ud
definition on CSR (as | mentioned above), the Green Paper discusses what it

labels as the internal dimensions and external dimensions of CSR. It further calls

for ,a holistic approach®™ to CSR that
and auditing, social and eco-labels,and , soci ally responsi bl
and finally sets out details of the consultation process, which was to follow during

2001 (Fairbrass 2008).

Following the Green Paper consultation process, the Commission then published a
further Communication in 2002. This Communication retains the definitions of
CSR sat out in the Green Paper and set
CSR. Moreover, it discusses how to improve knowledge concerning CSR,
facilitate the exchange of good practice, and develop management skills (Fairbrass
2008). The Communication, in particular, emphasise small and medium sized
enterprises (SMEs). Additionally, it discuss related issues such as the promotion
of convergence and transparency of tools and practices related to CSR; codes of
conduct; measurement, reporting and assurance; management standards; SRIs;
labelling; the launching of an EU Multi-Stakeholder Forum, called EMSF, in
2002 on CSR; and the integration of CSR into all EU policy areas.

Probably the most completed CSR-document published by the Commission came

in 2006 (EC 2006). As noted it represents the most completed statement of the

9
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EU"s policy on CSR and further reinfor
identified in earlier documents, preserving the 2001 definition of CSR, continuing

to emphasise the voluntary character of CSR, referring to need to reconcile

economic, social and environmental ambitions (Fairbrass 2008). In this respect, it

describes CSR as part of the debate about globalisation, competitiveness and

sustainability, and arguing that any additional obligations and administrative

requirements are counterproductive and contrary to the principles of better

regulation (EC 2006).

One important aspect | wish to draw some attention to, isthe Commi s si on" s 2
document announcement that it recognises businesses as the primary actors in

CSR (EC 2006). It argues that the best way to achieve its objectives with regard to

CSR is by working more closely with European companies; hence the launch of

the business-l ed , Al i ance®™ for CSR in 2006, w
(Fairbrass 2008).

4.2  Policy-making processes

As part of the agenda setting phase in respect to the EU CSR policy, the

Commission initiated and hosted a public consultation exercise as a follow up to

the 2001 Green Paper. Although a wide spectrum of policy actors participated, the
process was dominated by the ,usual s u
2.0, 250 or so responses were received in respect to the Green Paper publication in

2001, however, the majority of those responses came from organised interests.

They supplied 88 percent of the policy papers sent to the Commission, and of

those participating, busi Maesvsr,ofithet er est
total, only six percent came from political parties and individual citizens and of

these, nearly four percent were signed academics®.

Having conducted the public consultation exercise, the Commission went on
launching the EMSF in late 2002. This institution met over the subsequent

! These calculations have been calculated by the author on the basis from numbers given by the
Commission (EC 2009)

10
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eighteen months and submitted its own final report in mid-2004. The forum

brought together main stakeholder groups at the EU level including employers,

trade unions, business organisations and civil society bodies (Fairbrass 2008).
Following this final report published by the EMSF, the Commission then

published the 2006 Communication (as noted above) and simultaneously

established the most recent phase of deliberation by launching the business-led
“European Al | i an(Busgnes$Eorape 2a0%).RHe decisiont@ O 0 6
create a deliberation forum that excluded many of the organised interests that had
taken part in the discussions in the 2001 Green Paper consultation and EMSF, met
withs omewhat hostil e r e sdefwitsanedtlsatthe subgett as
of CSR is at risk without those present (ETCU 2009). This became also evident

when the EU industry commissioner, Glnter Verheugen, acknowledge that the

EU had sided with business organisations on the subject of CSR (Williamson

2006).

4.3  The voluntary nature of CSR

Many conceptualisations of CSR stress its voluntary nature. This is also the view
the European Commission expressed in its 2001 Green Paper, which it
emphasised again in its latest Communication in 2006. However, the voluntary
nature is an aspect of CSR that is particularly contested by unions (Preuss,
Haunchild, and Matten 2006). A | i o n * e usidmsaespendirg fo the
submitted papers from the Commission on voluntary CSR implementation is
negative in general. However, they differ in some areas. The Belgium and German
union for example focus on that CSR must be all about respecting law at all
levels, and the collective bargaining agreements set out. Moreover, several
European unions hence suggest that CSR initiatives should be accompanied by a
number of verification tools, such as CSR labels, mandatory information and
auditing. In essence, the unions express unanimous criticism of CSR as a
voluntary concept that could replace legal obligations. In consistency with this
position, they favour instruments for the independent verification of CSR

activities, including CSR labels, the mandatory provision of social and

11
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environmental information as well as auditing (Preuss, Haunchild, and Matten
2006)

5.0 Theoretical approach to the agenda of CSR

5.0.1 Fundamentals

The fragile legitimacy of the EU has also important consequences for the
involvement of interest groups in the EU policy-making. Following the referenda
on the Maastricht Treaty, the debate about the democratic deficit of the EU
intensified in the 1990s (Chryssochoou 2007). While interest groups have always
been important to the EU institutions, the institutions have come to emphasise the
contribution interest organisations can make to European democracy (Eising
2007). Interest groups are important for several reasons to the EU institutions.
They define, aggregate, and articulate the interests of their members or their
constituencies, making it easier for the European institutional bodies to monitor
social change and consider new political concerns. Moreover, EU institutions —
and perhaps especially the Commission (Eising 2007) —rely on the special
expertise of interest groups in the design of public policy, as one saw when the
Commission invited the public domain to respond to their 2001 Green Paper. One
of the reasons why the Commission consult with these interest bodies is because it
has only limited in-house resources and need to draw on external resources of

information in order to perform its policy functions effectively.

I n this respect, the concept of the de
Commission and the Economic and Social Committee have emphasised the

virtues of civil society participation in policy consultation. This could be seen

through the Commission * s caemmunication in 2002 (EC 2002) where they

elaborated on that good consultations serves a dual purpose outcome and at the

same time enhances the involvement of interests parties and the public at large.

By following this line of thought, involving interest groups adds an element of

functional representation to the imperfect dual legitimacy of EU policies provided

12



GRA 5913 — The EU Policy Process
Dag Vanberg Korshavn - 0795401

for by the representation of citizen interests through the European Parliament (EP)

and of territorial interests through the European Council (Eising 2007).

5.1 Theories of interest groups politics

Pluralism is the classical model of interest group politics in democratic systems.
The fundamental idea behind this model is that open access to policymakers
enables interest groups to provide checks and balances against powerful state
officials and special interest groups (Truman 1951). The basic assumption is that
for every groups pressing on one side of a debate, another group will represent the
opposite view. Moreover, since there is always a countervailing power, social
equilibrium is always met. However, the naively assumption that opposing groups
have equal access to power — as pluralists argue — is according to Mancur Olsen
(Olson1975)s i mply wrong. The reason | ays
Since small groups have greater opportunities to organise and act in support of
their common interest, and since large groups normally will not be able to act
uniformly, the outcome of the political struggle among the various groups in
society will not be symmetrical. Moreover, to overcome the biased outcomes
inherent in the pluralist model, three alternative model of interest group
intermediation has become evident, namely a corporatist model, a consociational
system and a neopluralist view (Hix 2005). In a corporatist model the state
assumes that the main division in society is between capitalists and workers. In

l ight of this, to be able to reach
state recognises, licenses and grants representational monopolies to the two sides
of the class divide. Instead of transparency in terms of policy, leaders of the
businesses and the trade union movements participate in closed tripartite meetings
with state officials. As for the consociational system, a shift is made from a class
interests (as the pluralists would argue in favour of) to a more cultural focused
view, such as language, religion and nationality. In basic terminology,
consociationalism is thought of as a set of formal constitutional practices to
promote social harmony in culturally fragmented societies (Hix 2005). The third
alternative model is neopluralism, which in essence argue that the inherent biases

in basic pluralism can be overcome if state officials simply cease to be neutral

13
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arbiters. Unlike the two mentioned above, neopluralists does not involve itself in a
particular set of social interests. It basically seeks to encourage bureaucrats to

subsidise and give access to underrepresented public interests (Lindblom 1977).

However, as for all other things here in life, these alternatives also have its cons.
A common criticism for both corporatists and consociationalists systems is their
absolute view on particular interests groups — both class and cultural. As societies
have changed, new social movements have emerged — such as environmental
groups and consumer groups — outside the traditional representational structures
of labour and business (Hix 2005). Further, by requiring consent from both sides
of industry, or from all cultural/national interests, reduces the ability of
policymakers to undertake policy change. Moreover, by encouraging state
officials to give subsidies to public interest groups might give incentives for the
receiving groups to organise for the purpose of securing state subsidies for their

institution, rather than to promote the policy views of their members (Hix 2005).

6.0 An interpretational approach to ‘CSR-lobbyism’

As | have elaborated to some extent above, it seems to be that the consultation of

interest groups such as trade unions, business institutions, environmental groups,

and other civil society organisations in making CSR policy does represent a

degree of participatory democracy. Additionally, it arguably provides a better

level of democracy than if the policy-making were left to elected representatives

alone or citizens, since these two categories of individuals played an exceedingly

limited role in CSR policy development (Fairbrass 2008). By including their

opinions about the nature and shape of EU CSR policy, the interest organisations

were able to make policy-makers aware of the rival preferences of different types

of interest groups. However, according to Fairbrass (2008), this is scant

consolation given that in effect EU CSR policy is the product largely of

del i berati on conf i n eloredven evénlamge inferest c h an d
groups such as WWF_t h, Enirempes d¢fFotEhe and
themselves marginalised and actually excluded from the policy-making process in

2006. In this respect, the years between 2001 and 2007 prevailed to some degree a

14
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form of deliberation that served to strengthen the role of unaccountable elite
networks that were able to secure privileged access to policy-makers in exchange

for their expertise and support.

However, in ,def encewhosecliredthdirgolidgusi ness
objectives and who became the dominant category of interest representation in the

CSR policy-making process — it could be argued that they do represent somewhat

legitimate interests. Based on the stakeholder theory presented above, businesses

are expected to act in accordance with the stakeholders own wishes when seeking

to behave as ,socially responsi bl e com
Nevertheless, business interests are clearly among the best organised and

resourced institutions and there is clearly some grounds for arguing that CSR

policy is merely the pr odu dRarbrasf2008)h o s e

61 41 xAOAO OAI EOA bl OOAI EOI d¢
Lobbying of the political process by private companies only really took off at the
national level in 1970s and 1980s, when governments began to set standards for
the marketplace through new forms of economic and social regulation (Hix 2005).
Despite this, with the European single market these standards are now set almost
exclusively at the EU level, and business interests are thus naturally drawn to the
new political centre. Moreover, business interests have not only responded to the
emergence of regulatory competences in Brussels, they have in fact actively
promoted its development. Even though some European industries have been
opposed to global free trade, most sectors of the European economy have been in
favour of removing trade barriers, so that goods, service and capital can move
freely across borders within the Union. This observation was at the heart of
neofunctionalist theories of Europe in the 1950s, when business interests were the
first to transfer their loyalties to the European level and promote European
competences in sectors that were originally excluded (Hix 2005). Further, this
situation was similar with the single market in EU, when European multinationals

urged national governments and the Commission to pursue further market
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integration to help Europe recover from the recession of the 1970s (Sandholtz and
Zysman 1989).

In essence one could argue that business interests and the owners of capital are

powerfully represented in the EU policy process (Hix 2005). As | have showed on

several stages throughout this paper, business interests has managed to somewhat

squeeze other less resourced interest bodies out and almost gainedan,, el 1 t e

pl ur a(Coansl98) way of influence the Commission. In this respect |

believe that businesses have become so powerful alongside with some social

interest groups (such as labour organisations), that they have become a number of

few participants chosen for their strategically advisable position. In some respect,

this is the line of thought of Olsen (1965) and his argument that some groups

become larger and more powerful than others. Regulation of the market at the

European level provides a strong incentive for companies to spend valuable

resources to ensure that policy outcomes do not harm their interests. In light of

this, businesses are oftensmall er and more “pinpointed?”
as CSR. As for other interest organisations such as environmental groups (e.g.

FoE), a much more wider spectrum of issues are being dealt with. Ergo, and in
wordings of Ol sen ( 1&mwillfrequéntly.beratdel at i v el
voluntarily to organise and act in support of their common interests, and since

large groups normally will not be able to do so, the outcome of the political

struggle among the various groups in society will not be symmetrical ...” (Olson

1975).

7.0 Concluding remarks
In this paper I have tried to review the policy-making processes in respect to CSR.
After the Commission“s effort toraf oste
documents have been published and heavily debated. | have tried to give the
reader a thorough introduction on the
documents and their external reactions. Reactions which came into placed where
mostly voiced by unions and interest groups. The argument was that these interest
bodies were basically squeezed out of the policy process because of the strong
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business interest that became gradually more evident. In this respect, one could
argue that the CSR policy in the EU has been proportionally more elitist in a

pluralistic manner.
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