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Introduction

* |slands in the sun...

e Corporate Social Innovation (CSl)
— Theories and trends

e CSlin the Caribbean
— Policies and practices

* Conclusions
— Challenges and directions

e (Questions?
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Islands in the Sun...

I3 Study: Islands, Innovation, and Institutions
(Peterson, 1995; 2001, 2006; 2010)

Islands and Island development
— Viability and vulnerability
— Volatility and vitality

Institutions and Innovation
— Governance and Sustainable Development

— Institutional Framework for Sustainable
Development? (UN RIO+20, 2012)

— Core institutional capabilities for societal
innovation in Caribbean island states?
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The Arguments

Economics: formal and informal institutions are crucial to
understanding economic performance (North, 1990).

Political science: the density and scope of citizenship are the
foundations for the widespread dissemination of
information and social trust, thereby creating the conditions
underpinning effective governance and economic
development (Putnam, 1993).

Sociology: the state of societal development is dependent
on both the capacity of its public institutions and the nature
of state-society relations (Evans, 1995).

Business: there is competitive advantage to corporate
philanthropy, and (corporate) strategy and society need to
be in alignment for sustainable growth (Porter & Kramer,
2002)



The Evidence

 The importance of institutions for sustainable
development of island states (Brautigam &
Woolcock, 2001; Briguglio et al., 2008; Sutton,
2008; UNESCO, 2011; World Bank, 2000).

* All other factors being equal, instititutional
capabilities are the prime factor for societal
innovation and island resilience (Peterson, 2010)

— The formal and informal (voluntary) rules and
relationships that influence, contextualize and
mediate governance and sustainable development
in Caribbean island states

 Growing compelling evidence of the positive
relationship between corporate social
performance and corporate financial peformance
(Cochran, 2007; Carroll & Shabana, 2010; Porter,
2011; Waddock & Graves, 1997; Wu, 2006).

©RyanRPeterson2013
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Reality Check

“Over 70% of CEOs agree that CSR creates value...”
(McKinsey, 2009)

“Make sure everything is done ethically...
Within reason, of course”



On the CSR Runway
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International Rankings

Microsoft

Google

The Walt Disney Company
BMW

Apple

Daimler (Mercedes-Benz)
Volkswagen

Sony

Colgate-Palmolive

LEGO Group

IBM

Intel

Johnson & Johnson
Canon

Honda Motor

Nestle

Panasonic

Adidas Group

Michelin

3M

IKEA

Danone

Philips Electronics

The Coca-Cola Company
Samsung Electronics
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40
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45
45
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49

Kellogg
Ferrero

Bridgestone
Cisco Systems
Amazon.com

L'Oreal

Marriott International
Nintendo
Hewlett-Packard
Siemens

FedEx

Toyota

Deutsche Lufthansa
Goodyear

Abbott Laboratories
LG Corporation
Procter & Gamble
Nissan Motor
Singapore Airlines
Nokia

Oracle

Giorgio Armani Group
LVMH Group

Roche

Bayer
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Beyond Definition

 There are over 370 definitions of “Corporate

Social .....

”

— Corporate Social Responsibility (CSR)
— Corporate Social Responsiveness (CSR)
— Corporate Social Performance (CSP)

— Corporate Social Investment (CSI)

— Corporate Citizenship (CC)

e Core elements

1.

2.
3.

Stakeholder relationships (Shareholders,
Employees, Community, Government, NGO)

Environmental responsibility
Community revitalization

11
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Concept in Evolution

e (CSI11.0-Social Consciousness and Advocacy
— Civic rights, Community responsiveness
— Philanthropy, Charity

e (Sl 2.0 — Ethics and Governance

— Financial, Environmental, and Consumer
scandals

— Transparency and Disclosure (Compliance)

e (S| 3.0-Social innovation and sustainability
— New Business Models, “Shared Value”
— Social Entrepreneurship
— Eco-preneurship, Green communities

12
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The State of CSl in the Caribbean

* CShpolicies and practices in

— Aruba » _-damaica
— Barbados - St Lucia

— Cayman Islands - Trinidad & Tobago

13



General CSI Trends

Not a priority (to participate)

Lack of awareness and understanding
Image focused (reputation)
Community sponsorship/donations
Ad-hoc, unstructured, reactive

Lack of strategic relationship
management with key stakeholders

Except for disaster management,
environmental responsibility not
seen as a key priority

14
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Structured funding

CEO leadership

National Goals Alighment

Explicit CSI

General CSI Traits

0 10 20 30 40 50 %

15



NGOs
Government
Community
Employees
Customers

Shareholders

©RyanRPeterson2013

Stakeholder Relations

B Close involvement B Some involvement [ No involvement

16



Employee Relations
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Community Relationships
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Environmental Responsibility

Env. Mgt. Systems h

Conservation (Biodiversity)

Reduce negative impacts
(Pollution)

Energy efficiency (Costs) _

Disaster management (Climate)

0 20 40 60 80 100

19



Conclusions

Do Caribbean companies

INNOVATE to develop new
roducts, services, and
usiness models while

S|multaneously bemg
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Conclusions

21
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Conclusions

CSl is integral to business success

CSl is essential for a country’s sustainable
development

CSl (2.0 and 3.0) is lagging in the Caribbean

CSl needs nurturing in island economies that
are dominated by SMEs

..."to stretch inward, and reach outward”...
(Nettleford, 1995)

22
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Conclusions

Integrate with strategy

— Define unique value propositions
— Leverage core competencies

Innovate business model

— Supplies, processes, products, services
— Value chain and network

Involve stakeholders

— Business (employees, customers)
— Non-business > Government and NGOs!

23



CSI Mapping & Management

“Best Product’
l Product Lead
= Relationships with universities = Financial reporting » Education & job training * Procurement & supply chain
« Ethical research practices « Safe working conditions ﬁrsgslccisn%ﬁé? .Idg:ﬁsrtgsm d
DGFITAC(TZ:EJES ie.g., animal testing, - Sroa“;??;'em « Diversity & discrim nali::un. DFICIF"IIQ to farmers) I
* Product 53"‘:‘1‘}." 'TT&'if'ltSfJ{']”:"f'lC}" + Health care & other benefits - ::_JSE."S of pa'??b]ar inputs
) + Compensation policies l.g., animal fur)
« Conservation of raw materials = Use of lobbying A
) = .| a‘,’{}ﬂ FJOIiUE5 = Ltilization of natura
! + Recycling rEsources
Operational
Competence
| Firm Infrastructure
= _3 | le.g., financing, planning, investor relations]
Operational Excellence ¥ Hiuman Resourcs Manogement
E {e.g., recruiting, training, compensation system)
“Best Total Cost” H Tochnology Development
2 (8.g., product design, testing, process design. material research, market rasaarch)
" Financial & servicas]
“To succeed financially, ts B M;l:j:_'ﬁ
how should we a pea"f E] {e.g.. installation,
to our shareholders? CUSIOMEr SURPDIT,
'I?‘n' complaint resolution,
EF' repairl
ieh
Internal Business I
Customer Vision Processes
“To achieve our vision, and “To satisfy our * Marketing & advertising « Disposal
shareholders and i P
how should we appear Strategy ¢ hat le.g., truthful advertising, of obsolete
to our customers?” customers, wha advertising to children) products
business processes -
must we excel at?” « Pricing practices (e.qg., « Handling of
price discrimination consumables
among customaers, {e.q., motor
anticompetitive pricing oil, printing
- ractices, pricing palic ink)
Learning and o the paon oY
Growth s Customer
. . = Consumer information privacy
“To achieve our vision, ~
how will we sustain our » Privacy
ability to change and
©RyanRPeterson2013 improve?”




Macro Perspective on CSl|

Human

capital

* Health and primary
education

* Higher education
and training

* Social cohesion

©RyanRPeterson2013

Market Technology Policy environment Physical

conditions and innovation and enabling conditions environment

* | abor market * |echnological * |nstitutions * Hesource
efficiency readiness * |nfrastructure efficiency

*  Hnancial market * Husiness * Macroeconomic *  Management
development sophistication environment of renawable
Market size * |nnovation * Environmental resources

* (Goods market policy * Environmental
efficiency degradation

Sustainable Competitiveness I

Natural

Capital:
Availability &
Depletion

Resource Sustainable

Intensity &
Efficiency

Innovation

Energy efficiency

Material intensity

Agricultural
resources

Mineral/fossil

Water efficiency

Biosphere

Depletion of land
&

25
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Questions...

"This really is an innovative approach, but I'm afraid
we can't consider it. It's never been done before."

26
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