IIMB Management Review (2016) 28, 43-51

|

available at www.sciencedirect.com TTM B Management

g(((rf,\ ScienceDirect —
g‘; IMB 2y
e Arafiaeg

journal homepage: www.elsevier.com/locate/iimb Pm—

INTERVIEW

Business and society: Creating shared value:
In conversation with N. R. Narayana Murthy,

Founder, Infosys

Jose P.D. *

Indian Institute of Management Bangalore, Bangalore, India

Received 12 January 2016; revised 4 February 2016; accepted 4 February 2016; available online 3 March 2016

KEY WORDS
Business and society;
Shared value;
Corporate social
responsibility;
Stakeholder
management;
Corporate citizenship;
Corporate
environmentalism

Murthy, Founder, Infosys.

Abstract With corporations playing a dominant role in society today, the centrality of the role
of business to society is being researched from multiple perspectives ranging from moral, legal,
economic, strategic, social, and environmental. Several approaches to and theories on the subject
have emerged in the literature over the years, such as corporate social responsibility, stake-
holder management, shared value, corporate citizenship, and corporate environmentalism, and
have found acceptance in practice as well. This paper surveys the changing approaches to the
role of business in society and reflects on some of the practices in a conversation with NR Narayana

Context note

Corporations have begun to dominate every facet of modern
life and society. The rising power of corporations in the last
few decades has resulted in greater scrutiny of their actions
and impacts on society. While this is not altogether new, the
recent years have seen a renewed focus on this from aca-
demics, policy makers, and managers. Such expectations have
been driven by several trends. One, the rapid growth in the
economic and political power of corporations and stories of
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corporate failures has led to an increasing trust deficit between
corporations and citizens. Two, there have been increased
concerns about the earth’s ecological future, both its decline,
as well as the realisation that a variety of the earth’s pre-
cious assets are controlled by large corporations. Three, the
emergence of new technologies, which have increased the
reach and power of corporations, while simultaneously al-
lowing individuals and communities to organise themselves.
Four, changing norms and values within communities, for in-
stance, the demand for greater transparency and account-
ability, the national movements for democracy and those
against corruption, are posing new challenges to both cor-
porations and society in general. Five, corporations, en-
trenched as they are in the current economic system, are seen
as both the genesis of the problem as well as the potential
solution. There is an increasing recognition of the potential
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Figure 1

GDP/Revenues of Top 100 Economies/Corporations of the World.

(Source: IMF, 2015; Fortune Global 500, 2015)

of business to help address the most pressing challenges of
development today, namely climate change, poverty, and the
promotion of democratic values.

We pick up one of these trends to illustrate our point. Data
from the International Monetary Fund and Fortune maga-
zine indicate that in 2014, nearly 40% of the world’s top 100
economies are companies and not countries (see Fig. 1). The
top 50 corporations in the world control over US$9 trillion,
which nearly equals the combined gross domestic product
(GDP) of the bottom 161 countries of the world put to-
gether. Walmart alone, with its turnover of nearly US$480
billion, is the 28th largest economy in the world. The top five
corporations of the world have a combined turnover that
nearly equals the GDP of India. Shell alone controls an area
of 160 million hectares of land, and about 146 countries have
a smaller area.

Globalisation connects corporations and societies in ways
that we might not have visualised earlier and which would
have been considered impossible in the past. For example,
a cup of Starbucks coffee has been estimated to have its value
chain spread over a dozen countries. This type of integra-
tion brings with it, its own problems. One, it may lead to an
inequitable distribution of costs and benefits across the supply
chain, where value is created collaboratively across a number
of geographical regions, but value captured remains under
the control of some corporates. Two, government and cor-
porate roles appear to have been repositioned, with govern-

ments focussing on becoming smaller, but smarter and more
efficient, while corporations grow in size and take on roles
traditionally performed by governments. For example, in India,
insurance, energy, telecom, airlines, and many other sectors
have been privatised or opened up to the private sector in
the last two decades. Paradoxically governments are becom-
ing like corporates while corporates themselves are begin-
ning to behave like super national governments. This
interchange of roles between governments and corporates has
created increased concerns about the role businesses ought
to play in society.

While the role that business needs to play has been more
intensively debated in academic and policy circles in the last
decade, the debate was stoked by the Nobel Laureate Milton
Friedman’s assertion that “There is one and only one social
responsibility of business—to use its resources and engage in
activities designed to increase its profits so long as it stays
within the rules of the game, which is to say, engages in open
and free competition without deception or fraud.” (Friedman,
1970).

Friedman’s thesis, that only individuals and not corpora-
tions can have responsibility, has been widely contested both
by practitioners and academics. In the early seventies, Drucker
argued that “Business enterprises . . .. are organs of society.
They do not exist for their own sake, but to fulfill a specific
social purpose and to satisfy a specific need of society, com-
munity, or individual. They are not ends in themselves, but
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