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Preface to the Chinese edition
by
G Chhcrradtor
May 28, 2014

At some point this decade, China will overtake the U. S. to become the largest economy in
the world, as measured by GDP. This is natural, given that China has the world’s largest
population, one of the largest land masses, is the largest exporter of goods worldwide, and has a
rapidly growing middle-class that will increasingly drive domestic consumption, along with demand
for goods produced overseas.

With this great economic success, however, comes the potential for great social and
environmental harm. Already, for example, China is the largest global emitter of carbon dioxide
into the atmosphere. Managing the country’s growth in a way that balances greater prosperity with
greater societal wellbeing, therefore, will remain one of the immense challenges of governing such
a large and important global power.

This is a challenge that needs to be embraced. China’s economic growth presents many
opportunities for China’s businesses to innovate and lead the world in ways that benefit us all. This
is partly because China’s industrialization is recent and, as such, is not associated with the aging
infrastructure that constrains many western countries. In addition, China’s leaders are more likely
to be scientists and engineers than politicians or lawyers. This is a great advantage as scientific
innovation will provide many of the answers to the problems that increasingly accompany global
growth. Already, for example, China is the leading country in terms of clean energy investment
and is quickly becoming a world leader in renewable energy technology, such as carbon
sequestration, clean-burning coal, and wind and solar energies.

Clearly, China is an immensely important economy in the global system. And it is because
of this importance, both today and increasingly in the future, that it is essential that corporate
social responsibility (CSR) is taught in China’s business schools and universities and practiced by
China’s businesses.

The world is growing and an increasing strain is being placed on the planet’s resources:

“The first billion people accumulated over a leisurely interval, from the origins of humans

hundreds of thousands of years ago to the early 1800s. Adding the second took another 120 or so
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years. Then, in the last 50 years, humanity more than doubled, surging from three billion in
1959 to four billion in 1974, five billion in 1987 and six billion in 1998. :--The United Nations
Population Division anticipates 8 billion people by 2025, 9 billion by 2043 and 10 billion by
2083, "

China’s leaders recognize this and are responding. As described by Gordon Conway, co-

Chair of the China Council for International Co-operation on Environment and Development from
2007-2011 (the other co-Chair was Li Keqiang, currently Premier of the PRC) , China’s twelfth
five-year plan (2011-2015) outlines the country’s economic response to the shifting economic and
social reality of business in the twenty-first century:

“Chinese leaders are moved by a sense of urgency. Following the traditional economic model
is not an option: resource, social and environmental constraints make it impossible. They are also
aware of the danger that rapid growth will lockChina into industrial and urban structures that will
become a liability in a low-carbon world. :+-The Chinese plan is to reduce energy consumption per
unit of GDP by 75 -85 per cent by 2050. --- During the 12th five-year plan, energy-saving
measures and new energy sources could reduce carbon emissions per unit of gross domestic
product by 20-23 per cent or possibly more. ”?

In spite of this commitment, human history teaches us that societal progress advances most
quickly when market forces determine how limited resources are allocated. 1 always tell my
students that the most important question we face as a society is; What is the role of the for-profit
firm? For-profit firms are the most important organizational form that humans have invented. They
are the most efficient means we have developed to convert scarce and valuable resources into goods
and services in demand. Look around you - virtually everything you see has been made by a for-
profit firm.

But, do for-profit firms optimize value for society by focusing on profit alone, or do they
optimize value for society by adopting a broader set of responsibilities and considerations in their
decision making? This is a very complex question that requires knowledge gained from economics,
sociology , psychology, and many other academic disciplines to address. As a result, it incites
very passionate debates about the extent to which firms are part of the problem or part of the
solution.

At its core, this is the debate in which this book seeks to participate. As a group, for-profit
firms add an amazing amount of value, but there is also significant room for improvement. To the
extent that individual firms add or detract from that value has huge ramifications for the quality of
our lives today and the condition of the planet that we leave to future generations.

This is why the concept of strategic CSR is particularly important. Essentially, strategic CSR
seeks to redefine CSR as sustainable value creation. By defining CSR in this way, I believe it

moves from being something that is peripheral to strategy and operations ( and, as such,

® Joel E. Cohen, 7 Billion," The New York Times, October 24, 2011, p. A19.
@ Gordon Conway, * Beijing seeks a head stant in the race to go green, ' Financial Times, November 12, 2009, p. 11.
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something the CEO/executive team can ignore, if they so choose) , to being central to the value

creating function of the business ( something that cannot be ignored) .

Equally important, this books seeks to present CSR as a joint responsibility. Firms have a
responsibility to listen to their stakeholders and seek to meet their needs and expectations, but
stakeholders have an equal (if not more important) responsibility to hold firms to account for their
actions. This applies to all stakeholders - consumers, shareholders, the government, the media,
suppliers, distributors, non-governmental organizations, and all aspects of civil society.

It is this link between the firm and its stakeholders that makes CSR a strategic perspective
that is central to value creation. If stakeholders execute their responsibility to hold firms to
account, then firms will have an economic self-interest to meet those expectations. If the system
works as it should, those firms that meet society’s expectations will survive and those that do not
will fail, and society will progress.

In essence, therefore, the concept of strategic CSR has radical consequences for both
business practice and business education. But, any conecept is empty without advocates to ensure
its realization.

That is why you, the Chinese university student, are so important to the future of the global
economy. It is essential that you understand the power of business to produce immense value, but
also inflict considerable harm. It is also essential that you have a plan to help you build companies
that seek the former and avoid the latter. The goal of this book is to help you build that plan.

Good luck in your studies and your future, shaping the global economy!

D5 Thorde
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