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RESUMEN

En el mundo de la industria, el pablico ha aumentado su
preocupacion por las grandes consecuencias ecolégicas
y sociales de las actividades comerciales como la conta-
minacién del agua y la comida debido a los desperdicios
bioldgicos y al uso de insecticidas y herbicidas venenosos.
La primera respuesta fue negativa, pero las empresas han
empezado a cambiar su comportamiento.

Ademas, el valor de una empresa, e incluso su supervi-
vencia, puede depender de sus activos intangibles, esto es
lareputacion, la capacidad para innovar o la habilidad para
atraery mantener las mejores personas. Todos estos acti-
vos se ven afectados —positiva o negativamente- por la
manera como la empresa maneja las dindmicas sociales y
ambientales de sus actividades. A través de sus practicas
comerciales, las corporaciones ayudan a establecer las
reglas por las cuales seran juzgadas las otras empresas.
En otras palabras, la evolucién de la practica comercial
se convierte en uno de los principales estandares por los
cuales las compafifas son juzgadas en las cortes. La cre-
ciente integracion de los factores ambientales y sociales
indica que las empresas lideres no esperan una legislacion
legal para definir la responsabilidad corporativa.

ABSTRACT
Across the industrialized world, the public has become
increasingly alarmed by the many destructive ecological

and social consequences of business activities, such as the
contamination of water and food from hazardous waste
and the overuse of poisonous insecticides and herbicides.
The initial business response was generally negative;
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pany handles the social and environmental dynamics of its
activities. Through their business practices, corporations
help establish the rules by which other companies will
eventually be judged. In other words, evolving commer-
cial practice becomes ane of the key standards by which
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There is a quiet revolution occurring in boar-
drooms, design studios, factories, and corpo-
rate offices across the industrialized world.
This revolution has the potential to eclipse
any industrial or commercial revolution that
has come before. It goes by many names, such
as sustainability, sustainable development,
corporate responsibility, corporate social res-
ponsibility, global citizenship, and the triple
bottom line. This multiplicity of terms, on
the surface confusing, refers to a fundamental
shift in the rules of the game of business—
one rife with commercial opportunity as well
as challenge.

In 1970, when Milton Friedman wrote,
“There is one and only one social respon-
sibility of business—to use its resources
and engage in activities designed to increase
its profits,” he added the caveat, “so long as

it stays within the rules of the game.” Yet
while Friedman was expounding that busi-
ness rules were limited to engaging in “open
and free competition without deception or
fraud,” another dynamic was unfolding.
Across the industrialized world, the public
was becoming increasingly alarmed by the
many destructive ecological and social
consequences of business activities, such as
the contamination of water and food from
hazardous waste and the overuse of poison-
ous insecticides and herbicides, along with
dramatic events such as the fire in Ohio’s
Cuyahoga River, caused by high concentra-
tions of flammable chemicals, and the toxic
chemical contamination of Love Canal,
New York.

In the United States, the unprecedented
groundswell of grassroots support in the
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1960s for both social justice and a clean
and safe environment led in 1970 to the
staging of the first Earth Day as a series of
campus sit-ins, the establishment of the
Environmental Protection Agency, and,
consequently, a myriad of new environ-
mental regulations. The initial business res-
ponse was generally negative—compliance
was often costly—but nonetheless, compa-
nies began to change their behavior.

The intervening 35 years have seen a
further increase in the public’s expecta-
tions about how the game of business is to
be played. Recently this process has been
accelerated by business’s own excesses and
rule breaking. Companies are increasin-
gly being held accountable by the court of
public opinion for the social and environ-
mental consequences of their actions—as
well as for those along their global supply
chains. Mere compliance with the law in
all countries of operation is no longer suffi-
cient.

Stakeholders are demanding higher
social and environmental standards and
greater transparency in corporate activi-
ties.

Increasingly, a company’s value, and
even survival, may depend on its intangible
assets, such as brand reputation, the capa-
city to innovate, and the ability to attract
and keep the best people. These assets are
all affected—positively or negatively—by
the way a company handles the social and
environmental dynamics of its activities.
As a result, the boundaries of corporate
responsibility are not only expanding and
evolving; they are becoming integral to
strategy, operations, and success.

APORTFOLIO OF BENEFITS
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Friedman’s maxim still applies—com-
panies are still expected to maximize
profits—but the new rules insist that they
do so without harming society and the
environment. Many of the world’s leading
corporations are expanding their notions
of corporate sustainability because they
recognize the shift in society’s expectations,
and because they see the many commercial
opportunities presented by the new rules
of the game. For example, companies have
begun to recognize that a proactive appro-
ach to environmental and social issues can
yield a portfolio of benefits, such as redu-
ced costs for resources through greater
efficiency, more innovative offerings, more
sophisticated risk management, improved
morale, avoidance of liability, improved
public perception, and a continued license
to operate at home and abroad. Account-
ing for a “triple bottom line”—economic
growth, environmental balance, and social
progress—is rapidly becoming a main-
stream business concept.

Nike provides an excellent example.
In the mid-1990s, the company became a
target for activists focused on the working
conditions and treatment of workers in
third-world sub-contractor factories. Calls
arose to boycott Nike products, and as a
result the company’s brand and reputation
were tarnished. In response, Nike marsha-
led significant resources to explore what a
triple-bottom-line strategy would mean for
its business and how to derive commercial
value from that approach. Today, Nike has
a team of approximately 150 people, most
embedded in business units, who work
on corporate responsibility issues as their
primary function or as a significant part
of their workload. Every leader within the
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24

impact and
progress.

team has a reporting line both to the cor-
porate responsibility group and to a busi-
ness unit. In 2005, after several years of
serious effort, Nike’s progress in this arena
was publicly acknowledged when Business
Ethics Magazine named Nike one of the
100 Best Corporate Citizens, in recogni-
tion of best practices in corporate social
responsibility. Nike’s revenues and profits
were also at an all-time high in 2005, fur-
ther demonstrating that the company is
learning well the new rules of the game.

NIKE CEO MARK PARKER AND CHARLIE DENSON, PRESIDENT
OF NIKE BRAND, MAKE CLEAR THE BUSINESS BENEFITS OF
PLAYING BY THE NEW RULES:
“We believe that a strong corporate respon-
sibility effort will be good for business. It
helps us deliver value to our five core stake-
holder groups: consumers, shareholders,
business partners, employees, and the com-
munity. It will help us build our capacity
to achieve supply chain excellence, deliver
superior and innovative products, and
deepen our relationship with consumers.
It’s why our sourcing managers are begin-
ning to bring corporate responsibility data
into their decisions about which factories
merit an increase, or a decrease, in pro-
duction orders; it’s also why our corporate
responsibility staff is spending time iden-
tifying future risks and opportunities for
the company, and why they are calculating
the return on our social and environmental
investments. We understand that a well-
managed company must reflect the society
in which it operates, and it is through these
social relationships that we will continue to
evolve our efforts in years to come.”

Nike is not alone. More than half of the
world’s largest corporations are now enga-
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ged to varying degrees in a process of more
sustainable development and issue volun-
tary performance reports on their social
and environmental impact and progress.
The 2005 KPMG International Survey of
Corporate Responsibility Reporting finds
that corporate responsibility (CR) repor-
ting has increased steadily since the survey
was first published in 1993. In 2005, 52 per-
cent of the top 250 Fortune 500 companies
(the Global 250, or G250) and 33 percent of
the top 100 companies in 16 countries (the
National 100, or N100) issued CR reports.
If annual reports with CR information are
included, the number jumps to 64 percent
(G250) and 41 percent (N100). The survey
also reports a dramatic change in the con-
tent of these reports: since 1999, the focus
has shifted from environmental issues to
sustainability reporting that incorpora-
tes social, environmental, and economic
aspects of business. Such triple-bottom-line
reporting is now the norm among the G250
companies (68 percent) and is increasingly
common among the N100 companies (48
percent).

THE EVOLVING MAINSTREAM

Who is creating the new rules of business?
“Sustainability” and “corporate respon-
sibility” are concepts still under construc-
tion. In the scientific and international
development communities, “sustainable
development” and “sustainability” tend to
be the more common terms. In the business
community, it’s “corporate responsibility”
and “corporate social responsibility.”

The meaning and relevance of the vari-
ous terms, and the obligations and oppor-
tunities for business, are coalescing as
business, government, the academy, and



civil society put these concepts into prac-
tice, building agreement about how to use
them and how to evaluate and report on
performance associated with them. For
example, The World Business Council
on Sustainable Development (WBCSD),
a coalition of 180 of the world’s leading
international companies with collective
revenues of approximately $6 trillion, is
a global leader in realizing business value
from sustainable development.

Expectations and norms evolve through
social discourse and practice. To illustrate
how this happens, it is instructive to look
at a related process: the historic creation
of common law. The common law—the
legal rules for the conduct of civil soci-
ety—evolved over hundreds of years of
social behavior and commercial practice,
and developed primarily from judicial
case decisions based on custom, usage, and
precedent.

Similarly, the rule set relating to
sustainability is evolving through the
interplay of many forces; among them,
advances in the scientific understanding
of the environmental impacts of busi-
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ness practices, shifting societal concerns
and expectations regarding corporate
responsibility, commercial practice, and
legislation. Concomitantly, the rules of
the game are under continual interpre-
tation and development through social
discourse and in the courts.

Through their business practices, cor-
porations help establish the rules by which
other companies will eventually be judged.
In the courts, when a company’s behavior
is in question, the judge looks at custom-
ary commercial practice as well as legisla-
tion. If that practice has evolved, and the
company’s actions have not, the company
may well find itself the unsuccessful defen-
dant in a lawsuit. In other words, evolv-
ing commercial practice becomes one of
the key standards by which companies are
judged in court. The growing integration of
environmental and social factors indicates
that leading companies are not waiting for
a legal ruling or legislation to define sus-
tainability and corporate responsibility;
they are taking action—and cumulatively
these actions are writing the new rules of
the game for all of us.
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