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The power of sustainability forces 

by 

Bengt Gustavsson 

Stockholm University, School of Business 

 

It has been claimed that business ethics is an oxymoron, i.e. a concept with inherent contradictory 

terms (e.g. “open secret”)1, as it is claimed that business and ethics are irreconcilable. The term CSR 

has been described as a “logical trap”2 because when private profits and public welfare are aligned 

CSR is irrelevant3. The old Friedmanian argument of irreconcilability between business and ethics 

says that business should do what they are good at and deliver wealth in terms of jobs and taxes to 

society that should do what they are good at, the social part (health care, education, protection, 

etc.). The corporation should employ its professional resources in the interest its shareholders, 

understood as maximized profits, and not for any conflicting interest, such as charity or social work. 

This argument is vehemently dismissed by ardent advocates of more responsible business, 

particularly because of (negative) externalities4, i.e. social costs (e.g. sickness and pollution) 

generated by the corporations’ activities that are passed on to the society. These, the critics argue, 

must be taken care of by the corporation and not left to the society to solve. 

The externalities we see today are abundant, not only physical but also externalities in the cultural, 

social, psychological and spiritual spheres. However, I find that the main argument is important: 

businesses as wealth producers are of immense importance for all societies. I find, therefore, that 

the argument that business ethics is an oxymoron is not a valid argument. There is no necessary 

contradiction between profit and public welfare; on the contrary it is the basis of it. The critics of 

Friedman’s argument have a valid point, however, as he argues that maximizing profit should be the 

only focus of the corporation. All the problems generated over the years by corporations have forced 

us to re-think our models of business, although it is not reflected in the theoretical models we teach 

at the universities. Ethics and sustainability are mostly taught as a separate subject along with the 

“business-as-usual” business models. Integration has still a long way to go in the academic world, in 

spite of attempts such as Porter and Kramer5 who argue that CSR should be an integrative part of 

business strategy. 

The power of change can instead be seen among corporations themselves. In the discussions before 

the climate change talks in Doha in November 2012, engaged nature conservation people were 

disappointed with the politicians and argued that there were more things happening in the corporate 

world than in the political world. The business life is intimately integrated with the life of the planet 
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and intelligent leaders of the business world with a field of vision beyond the next quarterly report 

realize this. The outdoor equipment company Timberland once formulated the issue succinctly: 

“there is no business to be done on a dead planet”. This is an example of when strategic motivation 

for CR comes from within (endogenous) the leaders of the corporation based on their convictions, 

faith or similar prime movers. Examples of this kind of corporation could be Body Shop6 and 

Timberland. The activities and strategies in terms of responsibility of the corporation that 

characterizes visionary leaders with ethical conscience is sometimes called “ethical CR”.  

The great majority of business leaders who don’t have this vision and drive are under strong pressure 

to act in a more responsible, or sustainable, way from many forces. I have illustrated some of these 

exogenous forces of the corporation leading to a strategic adaptation that some call “reactive CR” in 

figure 1. 

 

Figure 1: Exogenous forces of corporate responsibility. 

In the big picture, ethical CR is rare compared to reactive/strategic CR. The exogenous forces pushing 

the corporate world towards more responsibility represent the collective consciousness, or 

awareness, of the different stages and markets the corporations are acting on, as represented by the 

different stakeholders of the organization. Corporations cannot disregard these forces in the long run 

as they are decisive for its existence. Let me now briefly explain and exemplify these forces. 

The financial sector. It is estimated that in 2011 €6763 billion7 representing approximately 50% of all 

investments in Europe are investments with an ethical tag (SRI, Social/Sustainable Responsible 

Investments). There has been a 365% increase in SRI between 2005 and 2011. The SRI figure for the 

world is estimated to $50 trillion in 2008. This huge amount of designated capital for responsible 

activities of the corporations puts pressure on them on all levels of activity; environmental, social and 

governance. The ethics of the SRI funds varies to a great extent, but what is common for them is that 

the investments include non-financial factors with ethical direction in the investment decision. A 

number of ethical investment strategies have emerged, where positive, negative or norm based 
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screening; and engagement (or shareholder activism) are most common. Engagement strategies are 

according to recent research the strategies that have most impact on the ethical purpose of the 

investment8.  

Engagement means that the investor actively engages in the target company in order to change it to 

a better responsible performance, which can include highly polluting companies or companies with 

poor governance. This is surprising for the layman as he expect ethical investments to be investments 

in companies that are acting in the Garden of Eden. The focus, however, is to change the corporate 

world to improve its performance in a responsible direction, as companies with completely pure 

ethical performance are difficult, if at all, to find.  

The problem with SRI is how the non-financial factors can be measured or otherwise assessed. The 

return on financial factors have an abundant pool of measures and methods to choose between, but 

to measure ethical return is more difficult. Some things can be measured, such as carbon dioxide 

emissions, levels of income and health standards, whereas long-term environmental effects, 

emancipation and general happiness are more difficult to assess. This is a problem for SRI fund 

managers as they have to justify their client’s investments in ethical terms. Practitioners have a lively 

discussion in these matters, but the academic world has rarely woken up to address these issues. 

The financial sector is perhaps the most powerful player when it comes to change the corporations’ 

actions towards more responsibility. This can be seen from the very basic level of poverty- reduction, 

as demonstrated by microfinance. Microfinance is a phenomenon that highlights the poverty-fighting 

of business on a very basic level by enabling the entrepreneurial drive in people. In a recent study of 

microfinance in India9 I found that by empowering ideas of creating economic activity the poorest of 

the poor basically on commercial terms, not charity, has resulted in poverty-reduction, financial 

inclusion of the poor, and emancipation of women. 

Traditional charity is also changing towards the principles of microfinance. Bill and Melinda Gates 

Foundation are using their and other billionaires’ huge funds for charity following business-like ways 

in how the money is used in order to improve health and education in poverty-stricken parts of the 

world.  The former ABB chairman Percy Barnevik is using his funds in the Hand-in-Hand organization 

in similar ways and is focusing on India to educate and lend money to the poorest people for them to 

start business or invest in projects that they can yield a return on. On a global level, the World Bank 

concludes that the target set by the Millennium Development Goals in 1990 to halve the extreme 

level of poverty by 2015 has been achieved already in 201010, to a large extent as a result of inclusion 

of the poor in economic activity. 

SRI, from microfinance to the huge investments in corporations to reduce their environmental 

negative impact, improve their treatment of employees, act as responsible citizens (e.g. refuse 

bribes), etc., etc. is a powerful force in creating better responsibility in business life. If there is one 

voice that is heard over all others in the corporate world it is the financial voice. Money talks. That is 

why it is so encouraging to see the phenomenal growth of ethical investments on the international 

markets today. 
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Consumers and brands. Reflecting the rising levels of collective consciousness, consumers can and 

do make an impact on the corporations on the consumer markets to become more responsible. 

Ethical consumption is a phenomenon that has existed for quite some time. Ethical consumption is a 

deliberate and well thought-out direction in the choice of a certain consumption based on one’s own 

moral convictions and values. This growing group of consumers is having a transcendent dimension 

in their consumption, as their choice of products lies in favor of care for something beyond the selfish 

needs. This could be concern for the greenhouse effect when choosing locally produced foodstuff or 

when buying a biogas fuelled car; a concern for labourers and their work environment and wages in 

the coffee plantations of South America when buying a Fair Trade certified coffee; or concern for the 

polluting of the environment when buying an environmental certified detergent.  

The ethical consumption is a powerful force on the consumer markets, including government 

purchases, for corporations to act responsible in all parts of the process from production to sales. 

The products in the stores nowadays contain a number of certification labels of responsibility of 

different kinds – environmentally friendly produced food, human rights guaranteed production of 

products, rain forest certified furniture etc. – to help consumers choose the ethical product. And 

many do: Two thirds (66%) of the world’s consumers say that they prefer to buy products and 

services from companies that have implemented programs to give back to society (charity, less 

environmental impact, fair trade policies etc.)11. In the UK in 2010, 55% of the consumers bought a 

product based on the company’s ”responsibility reputation”.12 And in Sweden, 65 % of the female 

and 40 % of the male consumers are thinking ethically when they are shopping13. Another popular 

form of ethical consumption is called “cause related marketing” – a certain percentage of the price of 

the service or product is designated for charity. In Sweden, research to control breast cancer is 

financed when you use a certain bank, buy a certain toothbrush, fix your car at certain car repair 

shops etc. 

A personal memory of the power of the customer goes back to the 1990:s. At that time we were 

used to white kitchen rolls and toilet paper. The problem was that the paper pulp was bleach by 

chlorine gas that was discharged from the pulp mills into the Baltic Sea, where they were located. 

Environmental groups protested and the response from the pulp industry was that first of all, the 

customers demanded white, bleached paper and not the green-brownish unbleached, and secondly, 

there is no other way of bleaching the pulp other than by chlorine gas and to develop environmental 

friendly bleaching would, if possible at all, cost too much so that the customers wouldn’t buy it 

anyway. The environmental NGO:s then managed to catch fish, pikes, outside the pulp mills and 

media published pictures of the pikes that had huge wounds and zoologist discovered serious 

damages in their genes, particularly in their reproduction systems. Customers reacted instantly – in 

the supermarket shelves all of the small supplies of non-bleached paper disappeared immediately 

and the chlorine gas bleached white paper could not be sold, which forced the pulp industry to 

change their production processes and supply non-bleached paper. And in short time they invented 

environment-friendly beaching processes so that we once again can enjoy white toilet paper 

whiteout harming our fish. The example shows the power of the consumer, and the NGO:s and 

media, that made consumers aware of the problem. 
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The ethical consumption is dependent on a number of factors for the consumers’ buying preferences 

or boycotts (as for example in the previous example of bleached pulp). How is the company 

conceived: Is the CR-activity of the company big enough to make a difference? If the local tailor only 

purchases ecological cotton in their textiles it is fine, but doesn’t change much of the situation for 

Indian cotton farmers and the pollution of their soil and waters. But if H&M, which is the biggest 

purchaser of cotton in the world, decides to only use organic fibers in their clothes it will make a big 

difference. Also, how big is the commitment of the company for the ethical “cause”? If H&M 

announces that they will buy ecological cotton the next year, it will not be convincing for the ethical 

consumer who wants a longer time-perspective. Another factor is the communication of ethical 

performances by the company – how big are their commitments, which quality do they have in their 

activities, are they really trustworthy in their communications, and are they supported by 

independent third parties? If H&M announces that all of their clothes will be of toxic-free textile by 

2013 (which they have done), will consumers believe them and how are they justifying such a goal?  

On the ethical consumers side there are a number of factors that influence their decisions. How big is 

the interest for the ethical cause – do they know about the problem and do they care? Do H&Ms 

customers know about the environmental problems in producing cotton clothes (irrigation, bleaching 

chemicals etc.) and do they care? And if they do care – do they feel that their purchase decision 

make any difference? Are there enough consumers who really do care and have come to the same 

purchase decision to make an impact? On the individual level the ethical consumer must ask 

themselves what sacrifices they are willing to take: are they prepared to accept higher prices, lower 

quality and bigger inconveniences for their concern and willingness to make an impact with their 

purchase? Do they feel better being an ethical consumer? The last factor might be enough for many 

ethical consumers – it can be impossible to make a rational choice and keep track of all the various 

factors, but it is the feeling of possibility of doing something good that is enough for them.  

Another powerful force pushing companies to be more responsible is the power of brands. Brands 

are sometimes said to strengthen the relationship between the customer and the company through 

identification. It is claimed that we as customers have a conscious or subconscious attachment to 

certain brands and this aspect is of utmost importance for companies. On the one side, companies 

cannot risk to have the brand associated with irresponsible behavior, e.g. polluting production, child-

labour in the factories,or breaching international labour norms. The brand will be loaded with 

negative associations and can lose sales. On the other hand, CR activities may strengthen the 

identification and make the customer more satisfied on a transcendent level in addition to the 

satisfaction from the service or product as such. The brand will be loaded with positive associations 

and is strengthening its position on the market.  

Nike is a good example when the brand became loaded with negative associations. In the 1960:s the 

company was founded on a business model that included low cost production, which over time led to 

a ruthless exploitation of poor labour in far east countries. When this became known to the 

customers in the US it led to a situation where the Nike product become synonymous with slave 

wages, forced overtime, and arbitrary abuse. The Swosh logo and Nike brand became associated with 

these things instead of health, athletics and a sporty life. Faced with buyer boycotts and bad 

reputation, Nike had to make drastic changes in their production policy and implement compliance 

standards for all their suppliers. Body Shop is an example of the opposite. With its policies of non-

animal testing of their cosmetic, support and development for the natives in the rainforest areas 



where they take their material for the cosmetics, Body Shop has gained a strong positive 

identification with many customers that will stay loyal to their products. 

Studies have shown that CR work has strongest impact on the company’s brand14, and that a positive 

CR-association to the brand is beneficial for existing and future products. A negative CR-association 

with one brand spills over on the other brands in the company, which puts pressure on the company 

to live up to its CR-obligations. Simple CR window dressing or green washing (i.e. exaggerated CR 

statements that the company does not live up to) can give a short term positive effect but strikes 

back on the company eventually and can be extremely difficult to rectify. It is, however, not only a 

problem for the individual company as consumers have reacted with (healthy) suspicion and cynicism 

on CR statements, serious or not, from companies. On the whole, responsibility and commercial 

interests go hand in hand, which is a strong force for responsibility and sustainability in the corporate 

world, but consumers are less and less easy to cheat and companies has to be up to the mark in their 

CR work if they want to make any commercial gains on it. 

NGOs and media. Non-Governmental Organizations are the planet’s conscience and act as 

blowlamps on governments and corporations. They are issue-oriented and specialized on certain 

areas. The pulp-bleaching example above was discovered by Swedish Nature Conservation 

Association and made public by media that made a powerful impact on people. Greenpeace, working 

with environmental issues, are specialized in tracing environmental problems and act upon them in a 

way that attracts journalists. Recently, for example, Greenpeace in Sweden highlighted weaknesses 

in safety in the nuclear power plants in Sweden by simply climbing over the fences and camp inside 

the plant area. Human Rights Watch is active raising issues of human rights abuses by governments, 

but also covers international corporations abuses in those issues, for example Shell’s collaboration 

with Nigeria’s then-military government in intimidations and violence against the Ogoni people, a 

local community opposed to oil development on their land. Media are often (depending on the level 

of freedom of speech in the country and the ownership of the media channel) skilled at uncovering 

problems in environmental, social and governance issues, for example the corruption scandal when 

the Swedish arms producer Bofors sold anti-aircraft canons to India.  

NGO and media are powerful forces pushing corporations towards more responsible behavior. This 

force is sometimes referred to the “New York Times Test”: If the company manager would be 

uncomfortable when the company’s action would be reported in the press, then s/he could be fairly 

sure that it is of doubtful moral status15. Companies are even recommended to include a “headline 

risk” when assessing the risks of their investments because it can have such strong impact on the 

image of the company and its products and services.  

In today’s cyber world one must not forget the global network of interdependent information of 

technology infrastructures where individuals interact, exchange ideas, share information and thus 

also can act as a media force on the corporate world and its behavior. News travel fast here and 

could reach and engage people normally excluded from the information channels making it a 

powerful eye and voice of many people, although not always reliable. 
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The media force, whichever channel it takes, is extremely important for controlling and pushing the 

business world towards responsible behavior. Without it few would know, and those who do know 

would have little chance to enlighten the world’s population about problems and solutions, for 

example the problems of carbon dioxide release which threatens future survival of mankind. 

Politicians. Even though some corporations act from an ethical conscience (“ethical CR”) and act 

responsibly from within, it would be naïve to think that we can expect this behavior from companies 

in general. It would be likewise naïve to expect them to react in a mindful way on the forces of 

responsibility I have briefly described so far. Politicians, governments and international governmental 

bodies such as UN, EU, IAEA, ILO, and many other, plus various issue related summits such as the 

climate change conferences, are of course of vital importance in setting the rules of the responsibility 

game. However, it has been a deplorable habit to adopt the lowest level of moral obligation by 

inventing ways of behavior in congruence with the law, for example minimum wages or work 

environments in developing countries, and referring to that as responsible behavior. Business ethics 

is over and above the rules and laws set by society in order to respond to the needs of the planet and 

its citizens. Governmental laws, rules and treaties are an important force in that respect, for example 

by setting fishing quotas for the world’s oceans and seas in order to prevent over-fishing and 

extinction of populations, but they are not enough. The corporate world must, first of all, follow the 

rules (which they not always do), secondly, push the rules towards more sustainable levels as 

governments are slow and cautious in setting rules (fishing quotas, minimum wages, corruption-

fighting laws, CO2 emissions etc.), and thirdly, act as world leaders in responsibility issues (for 

example invent and use CO2 neutral equipment, fishing with dolphin secure nets, secure decent 

salaries and work environment for employees, zero-tolerance for bribery, adopt anti-discrimination 

policies etc. etc.). Fortunately, many corporations do act over and above the levels set by 

governments today, for example in environmental issues and in questions regarding sustainable 

forestry, which they should have credit for, as they are displaying an ability to act on issues where 

many governments and politicians are paralyzed. 

Recruitment and labour. It is sometimes said that the new generation of well-educated persons have 

demands in their choice of employer that they have a clear corporate social policy (CSP). Studies on 

the subject are pointing in different directions however. A study in Canada indicated that students 

wanted to (affective commitment) join companies with good development and salary opportunities 

and that they thought they ought to (normative commitment) join companies with good reputation 

for commitment to social values16. The findings correspond with findings at Stockholm University, 

where about 1/3 of the students find that CSP is very important in their future employer. How 

important is this factor then? I would think that it is much more important than previous 

generations’ first time employment when CSP was not even on the map. Moreover, some claim that 

the brightest and for employers most attractive students, which also probably will become the most 

important decision makers in the future, can pick and choose their jobs, and in this process CSP 

become important. Recruitment has become an increasingly powerful force in pushing corporate 

responsibility strategies for companies. 

As for labour and labour organizations, they have very different possibilities in influencing corporate 

responsibility in different parts of the world. Most importantly, however, are the international norms 
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that the International Labour Organization (ILO) has issued in the areas of social justice and human 

and labour rights that act as benchmarks for corporate responsibility in for example ethical 

investments.  

Conclusion. I have discussed some trends in the CR-work of international business today, from 

endogenous “passion-driven” to exogenous pressure of forces acting on the company. The basic 

purpose of business is wealth creating and as such an important responsibility in society. This is 

nothing new. What is important today is the business role in the holistic development of society, not 

only economic wealth. The so called (negative) externalities emanating from the activities of business 

are nowadays part of the responsibility of business that leaders have to include in their strategies, 

whether they want (“ethical CR”) or not (“reactive CR”). The forces of CR are encouraging and 

important in that respect, but are they forceful enough? And who is deciding what kind of 

responsibility work the corporations should attend to? Will they also fathom the cultural and spiritual 

values, for example?  

It is encouraging that businesses take more responsibility; however, for the responsibility to be 

sustainable there has to be some business case for it. We cannot expect companies taking 

responsibility to such an extent that they act as governments and solving all problems in society. 

Friedman had a point in this matter, and the problem is that CR will be discriminatory in line with 

business interests (PR, brand building, risk minimizing etc.) rather than serving society’s needs where 

they are greatest. The way to solve the dilemma is not to revert to a state where companies only 

take responsibility for its bottom line; the way forward is much more difficult to predict. 


