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A conceptual framework for understanding CSR in Europe
Dirk Matten and Jeremy Moon
Introduction
This paper conceptualizes the notion of ‘corporate social responsibility’ (CSR) beyond the
economic, social and political context of its American origins by investigating the changing
manifestations of the social responsibility of business in Europe. By Europe, we refer only to
the democratic and capitalist systems, initially of Western Europe and Scandinavia, more
recently of Southern Europe and only latterly of Eastern Europe. As these countries share the
most basic political and economic characteristics with the USA (i.e. democratic capitalism)
there is clearly an explanatory puzzle for their differing historic profiles of CSR.

In this context, the paper starts from the empirical observation that CSR has gained
unprecedented momentum in Europe in recent years. There is ample evidence for this recent
growth of interest in CSR within European industry, politics and academia. We confine
ourselves to just a few examples. First signs were in the UK in the 1980s with the emergence
of the major business coalition, ‘Business in the Community’1 (BITC). But this is not simply
a story of Anglo-Saxon emulation of America as illustrated by the foundation of ‘CSR
Europe’2 in 1996, an industry organisation to coordinate, foster and promote the
implementation of CSR in European companies. Later the European Commission issued a
couple of initiatives to foster the concept of CSR in its member countries and provide a
platform for a common understanding (coincidentally countries which retained some vestiges
of civil society through the periods of communism - see Commission of the European
Communities, 2001, 2002). Finally, on a more academic level, the ‘European Academy of
Business in Society (EABiS)’3, a multi-stakeholder organisation focusing particularly on the
mainstreaming of CSR in business education and research, was founded in 2002.
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This paper is stimulated by two questions directly related to this recent surge in CSR in
Europe. First, this development raises the question whether, if CSR has only now entered the
public debate in Europe, does this mean that, hitherto, corporations in Europe were oblivious
to their social irresponsibility? The second question we address is more positive: if ‘CSR is
an idea whose time has come’, as even sceptics such as Martin Wolff, Chief Economics
Correspondent of the Financial Times commented (Wolff, 2002: 62), why has this concept
entered the agendas of European business, politics and academia so much later than those of
the USA and other parts of the world?

We discuss these questions in the following ways. We will identify key elements of the CSR
concept in the way it was featured in the original, that is US-American, context (section 2). In
the following section we will empirically compare how issues addressed by CSR in the USA
have been addressed in Europe (section 3). Based on these empirical examples and reflecting
a broader body of empirical comparative research we will then develop a conceptual
framework of CSR which reflects both the original US-American approach as well as the
European take on issues of the corporate responsibility for societal issues (section 4). Based
on this conceptual framework we will delineate further avenues of research in CSR which
relate back to both key questions asked above (section 5). On the one hand we argue that our
conceptualization allows for research into different societal views and institutional
manifestations of CSR, on the other hand we suggest our framework as a research perspective
on reasons for the increasing global proliferation and acceptance of CSR as a important area
of business practice, policy initiative and academic research and teaching. Finally we will
discuss some implications and adumbrate a few caveats of the proposed framework (section
6).
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WHAT IS CSR?
Despite a vast and growing body of literature on the concept of CSR (e.g. Carroll, 1979, 1991,
1999) and related concepts (Clarkson, 1995; Swanson, 1995; Wartick & Cochran, 1985;
Wood, 1991) defining CSR is not as easy as it might at first appear (Garriga & Melé, 2004).
First, we argue that CSR is an ‘essentially contested concept’ because it is ‘appraisive’ (or is
considered as valued); ‘internally complex’; and their rules of application are relatively
‘open’(Moon, Crane, & Matten, 2004). Secondly, CSR overlaps with some, and is
synonymous with other, conceptions of business- society relations (Crane & Matten, 2004).
Thirdly, defining CSR is problematic because of the very issue which this paper draws
attention to: the place of the national business context in explaining different national CSR
systems.

At the core of the concept is the idea that it reflects both the social imperatives and the social
consequences of business success, and that responsibility accordingly falls upon the
corporation, but the precise manifestation and direction of the responsibility lies at the
discretion of the corporation. CSR was thus differentiated from business activities to fulfill
their core profit-making responsibility and from the social responsibilities of government
(Friedman, 1970). This conception is grounded on broader assumptions about business,
society and government which have been widely regarded as distinguishing the USA from
Europe. These include: the relative capacity of Americans for participation (De Tocqueville,
1835/1956) their relative capacity for philanthropy (Bremner, 1988) and, in particular, the
relative capacity of business people for philanthropy (Dowie, 2001); their relative skepticism
about big government (King, 1973); and their relative confidence about the moral worth of
capitalism (Vogel, 1992).4
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Furthermore, even within the USA, understandings of CSR have varied and developed over
half a century. Even Friedman (1970) identified business responsibilities to obey laws and
customary ethics as well as to pursue a prudential responsibility to invest in areas of corporate
activity. Carroll (1979; 1991) systematised these responsibilities distinguishing economic,
legal, ethical and philanthropic responsibilities. Subsequently, concerns with corporate social
performance, stakeholder relations, corporate citizenship, links with financial performance
and developments in the field of ethics have extended CSR theories and practices (Schwartz
& Carroll, 2003) some of which reflect impacts of more European thinking (Garriga et al.,
2004).

THREE EXAMPLES OF CONTRASTING AMERICAN AND EUROPEAN CSR
The conceptual model developed in this paper is based on the empirical differences between
the USA and Europe in defining, addressing and implementing the responsibilities of business
towards society. To clarify this empirical basis of our argument we will refer to three
examples. We are however aware, that these examples are far from exhaustive and while the
space of this paper is limited to expand on those empirical differences we would relate to the
considerable body of literature on comparative CSR which has grown over the last decade
(for an overview see Crane et al., 2004 and references).

Worker’s rights: CSR and European employment legislation
The role and rights of employees has been one of the more longstanding and core topics of
CSR in its original context in the USA. Fair wages, working time and conditions,
healthcare, redundancy, protection against unfair dismissal, just to name a few examples,
have been key issues to which CSR policies have been addressed. Currently, many outlets
of Starbucks Coffee in the USA announce that the company is offering to pay the
healthcare benefits of all employees (respectively franchisees) who are employed by the
company for more than 20 days per months5.
4

For Starbucks and a host of other USA corporations6, this initiative, alongside a number of
other initiatives to ‘insure the uninsured’ is one of the cornerstones of their CSR.

Following up our questions about CSR in Europe we might ask why similar initiatives could
hardly be reported from German, British or French restaurant chains. Is this because European
companies are less concerned about their employee’s health or oblivious of the social security
of their workforce in general? If we turn to the UK, every British citizen has health insurance
by law through the National Health Service (NHS) and every employee has the mandatory
duty to pay a very modest amount (compared to health insurance premiums in the USA) into
this government run and managed national health care system. Similarly in Germany,
membership of a health insurance plan is a mandatory requirement for every employee and
furthermore, the legal framework defines precisely which amount of the monthly insurance
premium is paid for by the employer and the employee (normally the split is 50/50). On a
more general note then we may conclude that the absence of CSR policies in European
companies in many employment related issues (and beyond) is due to the fact, that the
institutional framework of the economy, in particular formal, mandatory and codified rules or
laws define the responsibility of corporations and other societal actors for particular social
issues. CSR as a voluntary corporate policy in Europe appears dispensable because these
issues are not left to the discretion of corporations because they are part of the legal
framework.

Environmental Protection: Different attitudes to societal risk allocation
As a second example we would draw on the work of David Vogel on the different regulatory
approaches in the USA and Europe to allocate the responsibility for technological and
scientific risks, in particular the risks of genetically manipulated organisms (GMOs, Löfstedt
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& Vogel, 2001; Vogel, 2002). Generally speaking, the USA authorities, most notable the
Food and Drug Administration (FDA) and the USA Department of Agriculture, operate a
‘laisser-faire’- approach releasing 58 GMOs until 2002 while at the same time the EU
Commission legalized just 18 GMOs. As Vogel argues, this attitude reflects significant
differences in public risk perception on both sides of the Atlantic which are significantly
lower in the USA than in Europe. Given the comparatively liberal attitude of regulators
towards the risks of GMOs it does not come as a surprise that major American Food
companies, such as McDonalds, Gerber and McCain, in response to substantial consumer
activism publicly renounced using ingredients made from genetically altered seeds (Vogel,
2002: 6).

Such a radical example of corporate assumption of responsibility for what is growing to be an
issue of societal concern is far less likely to be undertaken by European companies. The
reason, again, is not that European companies care less about their environmental
responsibility but rather the fact that they are left with a far lower degree of discretion in
issues of societal risk allocation. Again, a main element of transatlantic difference lies in the
institutional framework, both on the level of informal institutions such as values and beliefs in
society as well as on the level of codified rules and norms which are part of the mandatory
legal framework of corporate activities.

Education: American and European business roles
Education is another area where we see markedly different forms of social responsibility on
either side of the Atlantic. Notwithstanding the fact that the USA has a relatively high
proportion of secondary schools in the public sector and a very large public higher education
sector underpinned by significant public expenditure (Castles, 1998), it is also an area of
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relative explicit CSR priority compared to Europe. Maignan and Ralston’s (2002)
comparison of stakeholder issues found education to be the second most signalled USA
stakeholder issue whereas it is of virtually no significance for French and Dutch companies.
Although education is also ranked second for UK companies, it is not signalled by so many
companies as in the USA and the most prominent issue, protection of the environment, is
signalled by almost twice as many companies as is education.7 Support for secondary schools
in the USA is not simply a case of supporting local schools. CSR education alliances have
been used by business as a major vehicle for addressing issues of economic and social
inequality (Heaveside, 1989; Lacey & Kingsley, 1988; Timpane & Miller McNeil, 1991).
Turning to higher education, Dowie (2001; 268) reported that in 1998 corporations donated
$3.25bill whereas foundations (e.g. Carnegie, Ford, Annenberg) donated $3.8bill.

This reflects features of American exceptionalism: education as general philanthropic priority
(Dowie, 2001: 23) and a highly decentralised public administration of education
(Heidenheimer, Heclo, & Adams, 1990). In contrast, despite its federal political structure,
German education has long been centrally administered and funded, extending at times to the
setting of university assignments. In Sweden, government has rationed entry to higher
education according to national labour market planning objectives. The comparative outcome
has been more conspicuous social inequality in American educational outcomes on the one
hand, and higher levels of participation, diversity, choice and innovation than in Europe on
the other (Heidenheimer et al., 1990).

Looking at these examples, we would concede that there are signs that some European
companies are beginning to include social risk issues into their branding and reputation
policies. More is being asked of corporations as well as individuals in the funding of many
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European employment insurance systems. The profile of business in European education is
also increasing. Nevertheless, despite these more recent signs of convergence, the different
salience of CSR issues in different geographical areas warrant different levels of public
attention in the USA and Europe (Downs, 1972; Kingdon, 1995).

EXPLICIT AND IMPLICIT CSR – A DEFINITION
These three examples illustrate our contention that differences in the way CSR is
implemented and embedded in business-society relations in the USA and Europe depend on
two key variables. First, there is a fundamentally different institutional environment which
allocates responsibility for social issues in a different way on both sides of the Atlantic: while
CSR in the USA would address issues of the social responsibility of business explicitly in
corporate policies, programmes and strategies, the responsibility for these issues in Europe is
implicit in the formal or informal institutional environment of business. Thus the absence of
CSR in Europe during the decades when it became an explicit element of mainstream
business activities in the USA does not mean that business did not recognise and assume these
responsibilities but different institutional environments account for differences in the way
CSR is implemented in Europe. Secondly, we acknowledge that particular issues of social
responsibility of business, such as the use of GMOs, the relevance of health care insurance, or
the resourcing of education differ considerably on both sides of the Atlantic.

Our conceptualization of CSR in a European context then builds on these two variables,
national context and corporate salience of social issues and is depicted in Figure 1. To
recognise the distinctive mainsprings and modes of social responsibility yielded by our
American – European contrast whilst avoiding implying that the European model is not
socially responsible, we coin the distinction between implicit and explicit CSR and offer the
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following definitions:
By Explicit CSR we refer to corporate policies to assume responsibility for the
interests of the society. Explicit CSR would normally consist of voluntary, self-interest
driven policies, programmes and strategies by corporations addressing issues perceived
as being part of their social responsibility by the company and/or its stakeholders.
By Implicit CSR we understand the entirety of a country’s formal and informal
institutions assigning corporations an agreed share of responsibility for society’s
interests and concerns. Implicit CSR normally consists of values, norms and rules
which result in (mostly mandatory but also customary) requirements for corporations to
address issues stakeholders consider a proper obligation upon corporate actors.
Representative business associations or individual corporations would often be directly
involved in the definition and legitimisation of these social responsibility requirements
and if not they would consider the outcomes as a legitimate trade-off for their own
legitimacy. This implicit CSR would normally not be included in traditional American
textbook treatment of CSR.
------------------Insert Figure 1 about here
-------------------

Figure 1 displays the relationship between these two conceptions of CSR. Implicit and
explicit CSR are both approaches to deal with the same kind of issues, namely social issues in
the relations of corporations to their stakeholders which, in the broadest sense, need to be
addressed. We present the USA as being comparatively characterised by the deployment of
CSR agendas to address these and we present Europe as being comparatively characterised as
addressing these implicitly through institutional networks. Notice that we do not present a
dichotomous distinction between the two systems but rather one of emphasis. Thus, we do
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not argue that the USA is devoid of the implicit CSR we see as more characteristic of Europe.
On the contrary, in the USA there are still significant elements of implicit social
responsibilities for business regulated by the legal framework in, for example, worker’s rights
issues, the role of trade unions and considerable levels of environmental legislation.
Corporations (and individuals) contribute through taxation to public expenditure to UAAmerican health and education (Castles, 1998). Similarly we do not see Europe as devoid of
explicit CSR as evidenced by well-known cases of industrial paternalism and business
philanthropy (Cannon, 1994).

More generally we also note that issues considered of high social importance in both systems
tend to be stronger institutionalized, and thus in our terminology, CSR tends to be more part
of the implicit framework of an economy. In the USA these are typically issues which result
from litigation processes and thus end up high on the public agenda. So, for instance the
social responsibility of certain contested industries, such as tobacco, or specific issues of
consumer safety or environmental protection have been more intensely addressed by the
implicit framework than in Europe. Conversely, European countries and the EU to some
degree tend to address the social responsibility of business in the area of employee’s rights,
welfare and social security by the implicit framework.

It should be noted that though we argue that the higher the intensity of the institutional
framework of an economy the higher also the extent of implicit CSR this does not imply that
the institutional framework is synonymous with CSR. Not all formal and informal institutions
of a country necessarily target the allocation of business’ responsibilities and Figure 1 simply
indicates that on balance, countries with a more longstanding and dense institutional heritage
are more likely to address CSR issues in the form of implicit CSR.
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We suggest the terminology of ‘explicit’ and ‘implicit’ CSR because we want to make a
contribution to the CSR debate and to the more longstanding American discourse on the role
of business in society. Therefore, ‘explicit’ describes the way in which issues of social
responsibility are addressed by corporations, namely as part of the explicit CSR policies. We
term the allocation of those responsibilities by institutional elements, most notably the legal
framework as ‘implicit’ because these institutions are not specifically articulating and dealing
with those topics as CSR issues. In fact, as we argue earlier, the entire terminology of CSR
was historically alien in many, and remains so in other, parts of Europe. Nevertheless, these
issues are addressed by those institutions in the form of public policies (and only en passant as
CSR). Even when the public policies require forms of business conformance this is not
described as CSR. We are aware of the fact that many of these elements of ‘implicit CSR’ in
fact occur in the form of quite explicitly codified norms, rules and laws. From the perspective
of CSR however, they are not explicated as CSR as such. Rather CSR is an ‘implicit’
element. In these cases it is the societal norms and state legislation which are explicit such
that the prime point of responsibility is at a broader level than that of the individual
corporation, or even business generally. Table 1 provides an overview over both elements of
CSR as defined here.
------------------Insert Table 1 about here
-------------------

IMPLICIT AND EXPLICIT CSR: TOWARDS A NEW RESEARCH AGENDA
We argue that a dual view of CSR as consisting of implicit and explicit elements does not
only offer a better descriptive model of CSR but that this approach also opens the way to a
more theorized research agenda in CSR.
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Our conceptualization of CSR lends itself in particular to the theoretical framework of
institutional theory(ies). As Aguilera and Jackson (2003) have argued recently, institutional
theory – as opposed to more agency theory focused approaches - is particularly useful in
understanding cross-national differences in corporate governance. As identities and interests
of stakeholders vary cross-nationally, much of the assumption of agency oriented inquiry in
corporate governance works with too simplistic notions. As we argued above, in CSR in
particular the motives of managers, shareholders and other key stakeholders shape the way
corporations are governed. The more actor centred approach of institutional theory allows for
exploring exactly these aspects and compare them between different national, cultural and
institutional contexts. Moreover, institutional theory puts interdependencies between and
interactions among stakeholders within the purview of analysis, which is particularly
important in understanding CSR in a European multi-stakeholder context. Closely linked to
this, unlike the rather one-dimensional and limited array of institutions influencing corporate
governance institutional theory allows for considering multiple and complex institutional
arrays. Differences in understanding and defining CSR in Europe are due to a variety of
longstanding, historically entrenched institutions which account for key differences to the USAmerican context.

In particular, contemporary European and American institutional theory sheds an interesting
light on the global spread of CSR and its societal contextualization beyond its US-American
origins. It enables CSR to be framed as a research topic in a broader context of inquiry which
is currently on the agenda in organization studies as well as international management
(Tempel & Walgenbach, 2005). On the one hand, explicit CSR is part of a broader movement
of the global spread of management concepts, ideologies and technologies which mostly
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result in some sort of ‘Americanisation’ of management practices. On the other hand, implicit
CSR is part of the institutional framework of countries and regions and thus differs from
country to country. This debate about the convergence and divergence of management
practice has been on the agenda in business studies for quite some time (Child, 2000), in
particular in a European context (Geppert, Matten, & Williams, 2002), and we would suggest
institutional theories as the most propitious framework to explain ‘implicit’ and ‘explicit’
CSR.

Implicit CSR and the national business systems approach
Starting with implicit CSR we would argue that its occurrence, forms and specific national
differences can be explained by perspectives discussed for more than 30 years in the ‘national
business systems’ or ‘societal effect’ approach (Maurice & Sorge, 2000; Maurice, Sorge, &
Warner, 1980; Sorge, 1991; Whitley, 1992, 1999, 2002a, b). The basic theoretical construct of
this perspective is depicted in Figure 2.
------------------Insert Figure 2 about here
------------------European institutionalists, as this school of research is sometimes referred to, argue that every
country has a specific, historically grown institutional framework which shapes and
constitutes what they call a ‘national business system’ (Whitley, 1997) or ‘social system of
production’ (Hollingsworth & Boyer, 1997). We argue that this national business system
(NBS) precisely encapsulates the underpinnings of what we termed ‘implicit CSR’ earlier on
in this paper.

Nature of the firm. this aspect focuses primarily on forms of ownership coordination in an
economy. While the USA tends to rely more on market based forms of contract based
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ownership, European countries, especially continental ones, still have a large amount direct
ownership or alliance ownership, most notably through networks of banks, insurance
companies or even governmental actors. Other European countries, notably the UK, have had
high levels of public ownership and public investment in private industry until relatively
recently. It is evident, that the nature of the firms directly impacts on various CSR issues,
such as the role of stakeholders beyond shareholders, the mechanisms of corporate
governance, the accountability of corporations to wider constituencies etc.

Organization of market processes. A decisive feature of a NBS is how the economic
relations between actors are organized and which coordination measures an economy prefers,
the two extremes here being markets and alliances, which in most European cases have been
government-led. The way these relations are organized touches on a significant number of
CSR issues, such as, consumer protection, product stewardship, liability for production and
products, labour issues.

Authoritative coordination and control systems. NBSs differ considerably in the way:
employer-employee relations are organized; the degree to which delegation takes place; trust
governs relationships; and the discretion in the task environment granted to employees.
Again, much CSR focuses on these issues and we would argue that the implicit framework of
European CSR covers a significant number of issues which would be part of explicit CSR
policies in different NBSs.

As Figure 2 indicates, these components of the NBS are shaped by political, financial,
educational and cultural institutions, and as these institutions differ from country to country,
business systems also differ cross nationally. As we contend that ‘implicit’ elements of CSR

14

are embedded in and part of the European NBSs, we argue that differences in what CSR
actually means differ from country to country: implicit CSR, such as industrial relations,
labour law or governance legislation are different from country to country which not only
makes implicit CSR different cross-nationally but also the shape of explicit CSR policies. For
instance, while employee participation in corporate governance might be part of the explicit
CSR policies of an American corporation, a German CSR policy would not have to address
these issues as they are already predisposed by the (implicit) institutional framework of the
NBS.

We suggest the NBS approach also because it draws on a rich research tradition particularly in
Europe (Whitley, 1992; Whitley & Kristensen, 1996, 1997), but increasingly also in other
parts of the world (Choi, Hilton, & Millar, 2004). Furthermore, one of the key arguments of
this school of research is that despite ongoing processes of globalization in the sense of
harmonization and standardization of management processes and structures, NBSs still remain
distinct. This point therefore underpins our reading that much empirical research finds CSR
differs between Europe and other systems and also within European systems (Adams, Hill, &
Roberts, 1998; Maignan et al., 2002; Welford, 2004).

In the light of the NBS approach the fundamental differences between the USA and Europe
can be explained by key points of contrast between the business systems which in turn inform
the different ‘spaces’ for CSR (Whitley, 1997, 1999):

The role of the state in risk sharing/economic activity. With traditionally large and
mandatory insurance systems for health, pensions and other social commodities European
governments traditionally have caused corporations to take over a significant amount of
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responsibility for these issues by mandatory regulation. With governments as a major
shareholder or sometimes owner of corporations, social risk issues have often been part of the
top-level goals of corporations. In America this is a much more discretionary issue. A major
and distinctive impact of government here is the provision of incentives to employers through
negative tax expenditures. American corporations may well provide pension schemes but not
as a result of compliance but of calculation of labour market factors, employee relations, tax
incentives and CSR profile. Similar calculations would be made for their CSR regarding the
environment and education.

Less stronger influence of capital markets. In credit- rather than market-based systems of
corporate capital sourcing there is an institutionalized propensity of corporations to regard
stakeholder claims other than those of shareholders as legitimate. Corporations already
integrate policies towards safeguarding of employment as part of their corporate policies and
regard it as legitimate to “sacrifice” some degree of profitability to these goals.

Regulation of labour markets, role of trade unions and industry association. A particular
area of CSR policies would be the role of employees and the position of labour as production
factor. Many of the firm-based policies which in the USA are described as CSR are simply
redundant in European institutional frameworks as it is mandatory or customary for
corporations to fulfil such measures.

Explicit CSR and institutional legitimacy
On the other hand, as we have argued above, there is ample evidence that CSR in the
‘explicit’ sense is gaining momentum and spreading all over Europe (and beyond). We would
suggest that the theoretical approach of ‘new’ or ‘American’ institutionalism (DiMaggio &
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Powell, 1983; Meyer, 2000; Meyer & Rowan, 1977) provides a helpful theoretical perspective
on the understanding of these processes. The central focus of this school of institutionalism
has been to analyse how homogenization of institutional environments across national
boundaries takes place and how regulative, normative and cognitive processes lead to more
and more standardized and rationalized practices in organizations across industries and
national boundaries. We would argue that new institutionalism helps to understand why and
how explicit CSR is gaining momentum as a new management concept. The key argument of
this theoretical school is that organizational practices change and become institutionalized
because they are considered as legitimate. Legitimacy – as opposed to economic efficiency
for instance – is regarded as the key driver of institutionalization. This legitimacy is
‘produced’ by three key elements or processes (DiMaggio et al., 1983).

Coercive isomorphisms. Externally codified rules, norms or laws assign legitimacy to
practices. In the case of CSR in Europe one could argue that governmental initiatives, such as
EU green papers, or the initiatives of the UK Department of Trade and Industry count among
those coercive isomorphisms which foster the spread of CSR across Europe. Similarly, selfregulatory and voluntary initiatives which refer to codes and norms could be counted among
these isomorphisms. So, for instance, various codes of conducts for multinational corporations
issued by bodies such as the UN, the OECD, the ILO and others can be counted among
drivers of CSR, certainly for MNCs, in Europe. The decision of the International Standard
Organization to develop a new ISO standard on CSR will certainly influence European
companies to go further into this direction (ISO, 2004). Similarly, the compliance with certain
environmental standards, such as ISO 14000 or the EMAS scheme – often supply chain
driven – requires that companies adopt particular CSR policies. An increasingly important
role here is also played by socially responsible investment community. Indexes such as the
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FTSE4GOOD or the decision criteria of certain investment funds play a similar role for
corporation if they want to gain or sustain access to these sources of capital. Most recently,
the UN Global Compact could be seen as another driver of explicit CSR as it also externally
codifies some fundamentals of responsible corporate behaviour.

Mimetic processes. In a business climate of increased uncertainty and increasingly complex
technologies managers tend to consider certain practices as legitimate just because they are
considered to be ‘best practice’ in other parts of the organizational field. These processes then
would also account for the upcoming of ‘management fashions’, such as the recent wave of
‘business re-engineering’. In the area of CSR, particularly in large European MNCs, this can
certainly be considered an important driver for CSR. Regular CSR reports – often in the form
of ‘corporate citizenship’ or ‘sustainability’ reports or flagship projects in the area of
philanthropy could be considered as prominent examples here. In a certain sense, the
leadership focused approach of the Global Compact, which incidentally has more European
than American Fortune-500-companies among its members attempts to use mimetic processes
as a key driver of its acceptance.

Normative pressures. A particular role has been identified for educational and professional
authorities which directly or indirectly set standards for ‘legitimate’ organizational practices.
A particular role has been identified for educational institutions, in particular for the degree of
an MBA which increasingly becomes the standard formal education for decision makers in
most companies in the industrialized world. With regard to CSR and its spread in Europe, we
can certainly identify some significant raise of pressures form this angle. Not only have global
initiatives such as for instance the ‘global business coalition against AIDS’ or other initiatives
in connection with the World Economic Forum recently encouraged CSR for its member
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organization. In particular in Europe, with the foundation of the ‘European Academy of
Business in Society (EABiS)’ in 2002 or similar initiatives at national level a growing number
of professional association exert normative pressures on business to adopt CSR. Furthermore,
as recent research among the 166 leading business schools or institutions for higher education
in business has surfaced, CSR is now at least an optional, in many cases a compulsory part of
business education (Matten & Moon, 2004).

This particular theoretical angle has quite a rich tradition in management research as well as
in CSR related topics. In the area of environmental management practices there is a rich
stream of research which has analyzed the spread of more environmentally friendly corporate
practices through the lense of new institutional theory (Hoffman, 2001; Hoffman &
Ventresca, 2002). We would argue, that this lense is also particularly proficient and helpful in
understanding explicit CSR in a European context.

Combining both institutional perspectives: The rise of explicit CSR in Europe
Given the distinction we have made and the picture of implicit CSR in Europe that we have
presented it could be asked why the issue of explicit CSR has arisen at all in Europe? The
answer to this question can be informed by adopting the perspectives of both institutional
theories discussed in this section. On the one hand, a shift from the implicit to the explicit
CSR has occurred because of significant shifts in the institutional frameworks in many
European countries as a result from some disjuncture in the wider system of social
governance or national business system resulting from government / governance failures
(Moon, 2002). On the other hand, new market imperatives or new social demands have lead
to significant changes in the organizational field of European companies legitimizing CSR as
a new management concept in Europe.
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The most dramatic example of institutional failure is where there is complete breakdown of
complete governance systems as in the former Eastern Europe. In these circumstances the
development of new democratic capitalist systems is necessarily going to be slow and
tentative, especially in the absence of the sort of social capital predicated upon a well
established civil society and long-standing habits of business responsibility. However,
explicit CSR may prove one among a range of governance solutions here as evidenced in
Poland, Hungary and the Czech Republic (coincidentally countries which retained some
vestiges of civil society through the periods of communism - see Habisch, Jonker, Wegner, &
Schmidpeter, 2004).

For all their well-established governance systems, even the west European countries can face
governance deficits. Perhaps the most dramatic has been the case of mass unemployment,
urban unrest and fiscal stress experienced in the UK in the late 1970s and early 1980s. This
led the government to expressly encourage CSR as part of a means of restoring a legitimate
societal governance system (Moon, 2004), particularly regarding the education and labour
system (see Figure 2). Similarly, the legitimacy of business became an imperative to prompt
corporations to adopt a more explicit CSR to ensure their continuing ‘social licence’ to
operate. Again, this was clearly articulated in the context of the UK governance crisis alluded
to above. As early as 1982 The Economist commented of Marks & Spencer’s initial efforts in
what would later be labelled CSR in Europe, namely expenditure on community work and
charity, that the firm was ‘making a sensible investment in its market place. If urban
disorders become a regular fact of life, many of its 260 stores would not survive.’ (20.2.1982)

Another motivation business imperative may concern the perceived threat of new unwelcome
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regulation. This was expressed by the leading UK business association, the Confederation of
British Industry, in the context of the UK governance crisis (CBI 1981 quoted in Moon,
2004):
Companies fear that if they make no attempt to find solutions to community problems,
the government may increasingly take on the responsibility itself. This might prove
costly to employers both in terms of new obligations and greater intervention in the
labour market. Many companies prefer to be one step ahead of government legislation
or intervention, to anticipate social pressures themselves and hence be able to develop
their own policies in response to them.
We argue that this governance crisis helps understand why the UK is generally regarded as
the European country which has emulated most closely the US-American model of CSR.
In a recent study, Spence and Schmidpeter (2002) have compared CSR policies and practices
of corporations with regard to their local communities, using a sample of SMEs in the UK and
Germany. The stunning finding of their research is that while most UK companies have a
fairly conscious perception of their relationships to their local communities as part of their
social responsibility, the very notion of a CSR-like approach to local communities is rather
outlandish in German SMEs. In Germany, responsibility for issues in the local communities
was enacted within extant formal and informal networks and relationships rather than a
voluntary initiative by individual companies. Key factors were the mandatory membership in
the influential local Chambers of Industry and Commerce (Industrie- und Handelskammer) or
the longstanding tradition of the dual vocational education system in Germany as well as
numerous informal networks, such as the membership in the local catholic church or the
relations to other local societal actors at the ‘regular’s table’ (Stammtisch) in a local pub. The
fact then that these German SMEs do not operate an explicit CSR policy does not reveal their
being socially irresponsible but rather reflects their different and more embedded informal
institutional environment.

Notwithstanding this contrast, there is evidence that in the face of institutional deficits,
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corporations in other European countries are adopting more explicit CSR policies. This is
particularly the case where corporate decisions on downsizing, relocation and mechanization
of production processes have increasingly generated heated debates on the responsibility of
corporations for a particular town, region or country. In Denmark, record levels of
unemployment and dependency on government in the 1990s prompted the Social Democratic
Minister for Social Affairs to encourage various forms of CSR alongside government
responses. (Jespersen, 2003). More broadly, there is a broad literature arguing that
corporations have increasingly stepped into a ‘subpolitical’ (Beck, 1997) role in the area of
environmental (in the sense of ecological) issues as governments have blatantly failed to
avoid or handle the undesired side-effects of an energy intensive form of production and
consumption (e.g. global warming, nuclear power), new technologies (e.g. GM food) or
scandals (e.g. mad cow disease), to name but a few examples (Matten, 2004).

In the face of perceived deficits in national financial systems (see Figure 2) corporations have
sought new sources of finance giving rise to other incentives for CSR. In this context explicit
CSR may be regarded as a prerequisite of attracting global capital and the more European
companies source their capital globally they have to comply with the requirements of
international investors, particularly in the USA. In a similar vein, CSR has been encouraged
by a particular group of investors which integrate social and ethical criteria into their rationale
leading to developments such as the Dow Jones Sustainability Index or, in Europe, the
FTSE4Good Index.

Though we argue that explicit CSR is gaining momentum in Europe and as such can be seen
as part of a growing evidence about a potential Americanization of European businesses
(Whittington & Mayer, 2000) there are, however, distinctly European features in the CSR
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engagement of European companies. As recent work in the global diffusion of Codes of Good
Governance as a popular tool of CSR has shown the cross-national spread of CSR is shaped
by both institutional levels, the organizational field of mostly MNCs as well as the national
institutional framework (Aguilera & Cuervo-Cazurra, 2004). A similar pattern could be
observed on a more general level where CSR in Europe now is mixture of explicit and
implicit elements.

Traditionally, the key issues in business-society relations have been played out around the
question of the roles and the rights of employees. During the 1970s and 1980s, however,
green issues and environmental protection became a key political issue in Europe and entered
the business agenda relatively early. So, for instance in Germany, the first textbook for
environmental management education in business schools was published already in 1980
(Strebel, 1980). Though the issues quickly became part of the ‘implicit’ framework for CSR,
the styles and approaches in tackling green issues in European societies remain distinct, most
notably from the USA (Löfstedt et al., 2001). This particularly applies to ‘new’ issues such
genetic engineering, BSE and other risk related issues (Levidov & Carr, 2000; Wynne &
Dressel, 2001). A recent manifestation of these changes became visible in the decision of
Shell and BP to leave the Global Climate Coalition, a group of mainly American oil
companies, set up to lobby against the implementation of the Kyoto Protocol and other
measures of environmental protection (Levy & Egan, 2000; Levy & Kolk, 2002).

While we stressed the importance of implicit elements in the CSR framework in Europe one
might also argue that part of the explicit CSR activities of companies consist in an active
participation in changing and innovating the negotiated legal framework. In contrast to the
USA, where lobbying would be the key ‘weapon of choice’ for corporations (McGrath, 2002)
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many European corporations have become active and key players in various efforts of self
regulation, reflexive regulation and other regulatory efforts (Orts & Deketelaere, 2001). On
the other hand, European corporations are less inclined to engage in philanthropy than their
North American counterparts (Palazzo, 2002). The most consistent explanation for this could
be the fact that in Europe relatively high levels of taxation in conjunction with a somewhat
more developed welfare state infrastructure causes corporations to perceive issues such as
funding of education or arts as being more in the responsibility of governments.

Interesting differences also seem to emerge in the field of actors in CSR in Europe. Individual
corporations part, CSR activities are becoming embedded in multi-stakeholder coalitions
including trade unions9, business associations10 and NGOs11. One finding of Maignan and
Ralston’s (2002) comparison of and European CSR is the greater preponderance of the
European corporations to describe their CSR in stakeholder terms.

Most significantly, however, is the role of the government in European CSR. Although by
conventional definition, CSR is regarded as incompatible with governmental regulation, in
Europe explicit CSR is a key issue for regulators. The general approach seems to facilitate a
new trend in business and encourage companies to assume more responsibilities as most
welfare states in Europe are increasingly facing limits to their capacities of tackling social
issues in the way they traditionally did. This political activity can be observed on all levels:
There are significant efforts by the European Commission, both in terms of funded projects as
well as Green papers and other publications with the intent of defining and shaping CSR in a
European context (Commission of the European Communities, 2001, 2002). On the national
level, many governments have attempted to shape the CSR debate, most notably in the UK
which even has a governmental minister for CSR (Moon, 2004). Even on the sub-national
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level, there are meanwhile quite a number of governmental initiatives on local and regional
level to facilitate CSR and encourage corporate involvement in society12. Apart from these
initiatives as a key actor in promoting explicit CSR in Europe, government still plays a
significant role implicitly as they are deeply embedded in economic activities of business. So,
for instance, governments in Germany, France or Italy directly intervene with credits,
subsidies and other measure in corporations, if there is the risk of mass lay-offs, at leading
corporations. Furthermore, governments still tend to own substantial amounts of shares in
large European companies, Renault and Volkswagen perhaps being the most prominent
examples. Consequently, governmental influence on the corporate attitudes towards social
responsibility also remains inherently strong alongside the new interest in explicit CSR.

In conclusion, the social responsibilities of business are both a function of NBSs and of the
changing significance of social issues for individual corporations operating therein. This
echoes the conclusion that national public policy styles are insufficient to explain crossnational differences in government responsibility as there are also noteworthy differences in
the policy style between sectors within a nation (Freeman, 1985).

EVALUATION AND DISCUSSION
The proposed framework provides an approach to answer the research questions raised at the
outset. CSR has not been a topical and longstanding element of the public discourse in Europe
because societies and economies tended to address issues of social responsibility of
corporations in a somewhat different manner – which we termed implicit CSR. The recent rise
in explicit CSR however comes from the fact that certain changes in the organizational field
of European business have occurred which increase the pressure on business in this part of the
world to think more thoroughly about explicit CSR policies, programmes and practices.
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Possible limitations of the proposed framework
As with all generalizing conceptualizations we cannot close our remarks without posing some
important caveats. First, we recognise that twentieth century Europe has witnessed a great
range of democratic and capitalist systems in which the nature and extent of business
incorporation / independence and its levels of responsibility have varied. We readily
acknowledge the historic and abiding differences among European countries (for details see
Habisch et al., 2004). Our point is to draw attention to their similarities and collective
contrasts with the USA in order to understand the different ways in which CSR is
conceptualised and practised in these countries.

Secondly and relatedly, we also recognise that there are features of American societal
governance which resemble some features of the European model and indeed in some cases
were pioneering cases of government regulation for social responsibility.13

Thirdly, we admit that certain recent shifts in societal governance in most industrialized
countries have somewhat blurred the distinction between what we termed implicit and explicit
CSR. Corporations have increasingly been involved in self regulation or in co-operation with
governmental actors in designing and shaping the institutional framework. These
developments have been discussed under various labels such as ‘reflexive’ (Orts, 1995a, b),
‘civil’ (Bendell, 2000a), ‘procedural’ (Black, 2000), ‘privatized’ (Cashore, 2002; Ronit, 2001)
regulation, or ‘corporate citizenship’ (Moon et al., 2004). Particularly in the area of
environmental responsibilities (Orts et al., 2001), corporations voluntarily become involved in
designing and implementing significant parts of the regulatory framework - or in the words of
our framework, a significant part of their explicit CSR focuses on the design of implicit CSR.
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While in practice the result obfuscates the proposed differentiation we would still argue that
both areas are still significantly different: while the first is clearly an element of explicit CSR,
it results in more or less binding elements of implicit CSR in the regulatory frame work of
business.

Notwithstanding these syntheses, our approach enables the convergence, and what it is that is
converging, to be more clearly understood.

The potential of the implicit-explicit distinction for the CSR debate
We suggest the proposed framework for CSR in a European context because we think that it
makes a contribution to the debate on three levels. On a descriptive level, the distinction
between implicit and explicit CSR allows for a better understanding of what CSR consists of,
its specific institutional underpinnings, and the different national contexts in which
corporations operate and whose perceptions of appropriate social responsibilities they seek to
live up to.

This is closely related to an instrumental level on which the suggested distinction makes a
contribution to the debate: corporations which want to assume their social responsibilities
have to take into account that different national backgrounds influence significantly the CSR
agenda. There are examples of corporations ignoring this on both sides of the Atlantic: While
McDonalds prides itself to be at the forefront of the CSR movement in the USA, it regularly
meets severe criticism in the way it systematically infringes worker’s rights in its European
subsidiaries and circumventing elements of ‘implicit’ CSR in European employment law
(Royle, 2005). Bayer on the other hand, a European multinational generally regarded as
responsible, has met considerable criticism and court cases because of its mishandling of
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consumer and product safety which in the USA are to a stronger degree an element of explicit
CSR than in Europe where a good deal of these issues is implicit in a rather dense legal
framework in these areas (Mokhiber & Weissman, 2004).

Finally, on a normative level the suggested framework exposes a significant one-sidedness of
the current CSR debate. Particularly in publications of companies and business associations
but also to a considerable degree in the academic debate there seems to be the assumption,
that CSR is addressing societal issues where there exists no alternative competing approach.
The approach of national regulation of the social consequences of business constitutes at least
an historic alternative and conceivably a continuing one in some issue areas.

The proliferation of CSR in Europe however reveals, that in a good number of US-style CSR
issues can also be addressed by governments and other societal actors beyond the voluntary
engagement of corporations. While we concede that a good deal of the recent momentum in
CSR can be assigned to the governmental failure – developing countries featuring as an
example here – the European case shows that CSR issues can be addressed as part of the
customary and mandatory framework for business. It remains, of course, open to debate
whether social issues are more effectively and efficiently addressed by explicit than by
implicit CSR and whether the social outcomes in terms of fairness, social inclusion and
equality of opportunities, and their balance with other norms of innovation, diversity and
choice, are more preferable with one or the other approach.
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Explicit CSR

Implicit CSR

Describes all corporate activities to assume

Describes

responsibility in society

institutions of a society which assigns and
defines

all

the

formal

extent

and

of

informal

corporate

responsibility for the interests of an entire
society
Consists of voluntary corporate policies,

Consists of values, norms and rules which

programs and strategies

result in (chiefly codified and mandatory)
requirements for corporations

Motivated by the perceived expectations of

Motivated by the societal consensus on

all stakeholders of the corporation

the legitimate expectations towards the
role and contribution of all major groups
in society, including corporations

TABLE 1
Explicit and Implicit CSR Compared
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Notes
1

See www.bitc.org

2

See www.csreurope.org .

3

See www.eabis.org .

4

These insights rest on yet broader issues addressed by, for example, by Hartz (1955) and
Lipset (1990).

5

So, for instance at Starbucks Coffee, 4301 Walnut Street, Philadelphia PA, 19104-3401 on
07/14/04; see also www.starbucks.com/aboutUSA/csr.asp [accessed at 08/30/04].

6

See www.covertheunisuredweek.com, [accessed at 08/30/04].

7

Moreover, UK businesses have been reluctant to comply with the responsibilities being
asked of them by governments.

8

Reflecting the general levels of US_American philanthropy, it should be noted that both
these sources were exceeded by ‘friends’ ($4.5bill.) and ‘alumni’ ($5.5bill.) (Dowie,
2001; 26).

9

An example are the activities of the European Trade Union EUROCADRES which as
recently actively encouraged CSR as a trade union topic in its member organizations
across Europe, see www.eurocadres.org .

10

A prominent and longstanding organization is the British ‘Business in the Community’
(BITC), which facilitates a plethora of CSR activities by corporations, see
www.bitc.org.uk .

11

For examples see Bendell (2000b).

12

As example see the initiative of the regional government of the German province of
North-Rhine Westphalia at www.corporate-citizenship.nrw.de .
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13

e.g. the post-civil war pensions and public sector employment (Skocpol, 1992) the New
Deal (Weir & Skocpol, 1985) the Environmental Protection Agency in the 1960s
(Lundqvist, 1974).
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