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Corporate Social Responsibility: A Case Study in Subsidiaries
from Brazil and China

Caroline Prates '*, Eugénio Pedrozo ?, Tania Silva >

Abstract: Corporate Social Responsibility refers to the business’ role in providing Sustainable Development through fair and appropriate relation-

ships with its stakeholders. This study aimed to describe and analyze the CSR evolution in two subsidiaries within the same group, one located

in Brazil and other in China. In general, observed similarities in CSR evolution. In both companies, the order in which the dimensions received

incentives was the same, first the economic, then the environmental and lastly the social dimension. However, some differences were noted, such as

the initial situation of dimensions and the time to consolidate the pillars. In Chinese company, the inicial situation about environmental and social

dimension was worst. Other point refers to time toward CSR. In Brazilian” subsidiary, the CSR evolution occurredrslower. The last point refers to

requirements of second order, given the non-observance of these in both subsidiaries.
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1 Introduction

Despite the emergence and importance of the Sustainable Develop-
ment worldwide, in some countries there are still problems that hin-
der the evolution of this issue, especially in emerging contexts. Ac-
cording to the Sustainable Development Indicators (SDI), published
by the Brazilian Institute of Geography and Statistics (IBGE, 2010),
socioeconomic inequalities and impacts on the environment are still
widespread, which hampers the countries sustainable development.
In 2012, the Global Membership Organization and Business Research
of China (GMOBRC) presented a report showing that the country
had experienced three decades of accelerated growth in GDP and had
largely neglected environmental conservation in this period.

Conventional approaches have mainly focused on the role of gov-
ernmental and non-governmental organizations in promoting infra-
structure, health programs and job creation. However, recently the
role of business in achieving sustainable development has come in-
creasingly onto focus (Farias & Farias, 2010). By adopting attitudes
that positively impact society in economic, social and environmental
terms, companies have an important role in sustainable development
in emerging countries. In this sense, CSR appears as an alternative to
the heavy social demands and limited capacity of government institu-
tions to act in relation to these problems (Steurer, Langer, Konrad, &
Martinuzzi, 2005).

According to Frederick (1994), CSR is based on the notion that cor-
porations have an obligation to work for the improvement of social
welfare. Furthermore, in presenting an image related to socially le-
gitimate values and principles, a corporation may be seeking to build
confidence among its target publics (Vizeu & Matites, 2013). In line

to Barin-Cruz, Pedrozo and Martinet (2007) organizations, regardless
of their size, should clear understand that they are facing a new global
reality, where thinking environmentally and socially, without losing
sight of the economic aspect is, besides being a responsible attitude,
well regarded by consumers and thus results in the enhancement of
the brand name. There is no need for organizations to pursue sus-
tainability, since it will inevitably inhabit the world of work (Hop-
kins, 2009). However, those companies that are better structured and
adapted with regard to this subject, will be ahead in the business.

Based on this, the studies that encompass Multinational corporations
(MNCs), gain prominence in this context, because are in the middle
of this debate, considering their huge social and environmental im-
pact on many countries (Barin-Cruz & Pedrozo, 2009).

Nevertheless, the paths traced by multinational corporations have
been varied, especially with regards CSR in developing countries
(Jamali, 2010). This debate has become quite intense in recent years,
with both benefits and damages being seen to result from the interna-
tionalization process in developing countries.

Given the above, this study seeks to understand the evolution of the
efforts made by internationalized companies on behalf of society, in
the three pillars, economic, social and environmental, that support
sustainable development. The aim is to relate CSR practices from
multinational corporations located in developing countries.

In order to understand the evolution of the subject in the enterprises,
a case study was conducted in a major global player, referred to as
X group in this study, within the electronics industry and an inter-
national reference in the segment. The company, with its headquar-

1, 2, 3 Management School, Federal University of Rio Grande do Sul PPGA/EA/UFRGS, Brazil.

*Corresponding author: carol.prates@ibest.com.br.

ISSN: 0718-2724. (http://jotmi.org)

Journal of Technology Management & Innovation © Universidad Alberto Hurtado, Facultad de Economia y Negocios. 131



ters in Japan, is among the leaders of the electronics sector and has
subsidiaries all over the world. Among its subsidiaries, two units are
responsible for developing and manufacturing of the same products,
one located in China and the other in Brazil. The experience of these
subsidiaries in relation to the issue and their contextualization lead
them to compose the object of analysis of this research. In this case
study was possible to find differences and similarities between two
subsidiaries towards CSR.

A contribution of this research have been obtained at the theoretical
level, given that it examines CSR in an emergent context. Still it is
important to note that these studies, with Steurer et al. (2005)
approach, were almost conducted in Europe, there are few empirical
studies in Brazil and China. Moreover, other important contribution
refers to the use of path dependence aslanalyticalestructure for
historical researches.

In addition to this introduction, this paper is divided into five more
sections. The second section refers to two theoretical approaches nec-
essary to conduct the research. The third section describes the method-
ology used. The fourth section provides a characterization about object
of analysis and presents the results and discussions of this paper. After
which, some final thoughts are expressed regarding this research.

2 Corporate Social Responsibility in Developing Countries

This chapter introduces the theoretical approaches used in this re-
search. The first section presents the main approaches about CSR and
its development in Brazil and China. In order to analyze the evolution
of these events, the Path Dependence phenomenon is discussed in the
second section.

2.1 From sustainable development to corporate social responsibility

According to the World Commission on Environment and Develop-
ment, sustainable development is understood as one that meets the
needs of the present without compromising the ability of future gen-
erations to meet their own needs (WCED, 1987). Since sustainable
development was first conceptualized, one of the divergent points
among the currents of thought refers to its scope. The vast majority of
scholars accept the three classical environmental, social and econom-
ic dimensions, which are considered to make up the triple bottom line
(Elkington, 2004). Regarding these dimensions there is debate about
their relative priorities and how they should relate to each other in
view of the integration, communication, exchanges and synergy be-
tween the goals of the dimensions (Munasinghe, 2007).

Considering the area under study, the incorporation of the principles
of sustainability into business practices has emerged as a prominent
theme in both the academic and professional fields, since besides
demonstrating an awareness of the role of business in society, it can
also be seen as a differential within the market. Sustainable manage-
ment has allowed corporations to implement strategies that encom-
pass concerns of great importance to society on a local, regional or
global level (Gray & Milne, 2002).
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As Sustainable Development, the concept of CSR coupled with the
relationship with internal and external stakeholders, is older than
it looks, but became popular only after 1980 (Steurer et al., 2005).
Contrary to neoclassical economists who saw firms as closed systems,
only geared to its shareholders, after the mid-1980s, the business-so-
ciety relations pave the corporate environment for its societal con-
text (Dill, 1958). In 1984, Freeman’s book Strategic Management: A
Stakeholder approach, stabilized the CSR as a popular research field
through the use of strategic relationships with key business partners
in order to promote a win-win game, that is, the broker sustainability
through this good relationship with stakeholders, the company ac-
quires competitive advantage.

CSR, in turn, emerges in the academic context, in the 1950s. How-
ever, the diversity of definitions shows that there is no agreement on
how the issue should be defined (Carrol & Shabana, 2010). Hopkins
(2005) describes that in the literature there is no consensus on the
question of whether CSR should be conceptualized as a purely vol-
untary approach or how it should be strictly regulated, forcing com-
panies to suit up. While there are these distinctions, this is the usual
definition and more adopted by the academic community.

In last decades, CSR has progressively moved from ideology to reality
and literature management has significantly contributed to the defini-
tion and characterization of the phenomenon as well as for the devel-
opment of discussions on best practices and their impact on the rep-
utation and financial performance (Maon, Lindgren & Swaen, 2010).
This change was also accompanied by an evolution of the concept of
CSR, beyond the purely pragmatic and focused on the financial re-
turn to a more holistic and integrative perspective.

The theme has grown into distinct research lines with different epis-
temological positions (Gond & Matten, 2007). One line which has
gained notoriety due to its dynamism and practical orientation relates
to the business environment in order to investigate the processes that
involve the application and integration of CSR activities and organi-
zational structures (Maon & Swaen, 2009).

Maon and Swaen (2009) argue that for some corporations, the pres-
sures to adopt responsible behavior have demanded real and import-
ant changes in their daily activities, culture and organizational struc-
tures in order to make CSR a core activity in the organization.

In this context is important related CSR with the main stakeholders.
Steurer is one author who has discussed this subject in recent years,
emphasizing the management of relationships with key stakeholders.
The study by Steurer et al. (2005) proposed a framework that, in ad-
dition to the traditionally known dimensions (economic, social and
environmental) included also a fourth dimension (the second-order
requirements), which emphasizes transparency, participation, re-
flexivity, integration and intergeneration, particularly in view of the
stakeholders.

The authors proposed fourteen points which were subdivided into the
four dimensions (Table 1). This proposal can be used to map organiza-
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tions activities and classify them according to their development, in view
of the stage they are at (Societal, Corporate Management, and Systems)
and their relationship with stakeholders. Additionally, one can see which
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dimensions dominate (Economic, Social, Environmental and Second
Order). Importantly, the Second Order suggested by Steurer et al. (2005),
concerns the connections and interactions between all dimensions.

Dimensions Concerns

Aspects

Economic responsibility

tinue for an indefinite time

To perform in a way that enables the company to con- | Long-term perspective;

Financial performance;

Economic impact.

Social responsibility
individuals

To contribute to the social well-being of the society and | Equity within a corporation;

International equity;
Internal social improvements;
External social improvements.

Environmental responsibility
digm-specific) degree

To maintain natural capital to a certain (i.e. para- | Resources;

Emissions;
Environmental damages and risks.

Second-order requirements

SD has to follow some superior process and concept | Transparency and participation;
requirements when it addresses the three dimensions

Reflexivity;
Integration of dimensions I—IIT;
Intergenerational equity.

Table 1. Operationalization of corporate responsibility. Source: Adapted from Steurer and Konrad (2009).

This framework, although it was created seven years ago, is used in
current empirical studies, as seen in the research by Konrad, Steur-
er, Langer, and Martinuzzi, (2006); Steurer and Konrad (2009); and
Malovics, Kano and Imreh (2011). However, it is important to note
that these studies were all conducted in Europe. To the best of our
knowledge, there few empirical studies that specifically employ this
framework in Brazil and in China. Similarly, there are no theoretical
studies that use this approach in relation to the CSR evolution.

2.1.1 Corporate social responsibility in Brazil

Brazil was characterized throughout its history, by building of a society
marked to a high degree of socioeconomic inequality, since millions
of Brazilians didn’t have rights to benefits achieved during the de-
velopment process (Abreu, Castro, Soares, & Da Silva Filho, 2012).
During the last two decades of the twentieth century were witnessed
actions of society in order to reduce the social and economic con-
trasts between population and boost the country towards greater so-
cial justice (Parente, 2004), however, indicators of sustainable development
the country still have a great social and economic inequality (IBGE,
2010).

The history of CSR in the Brazilian private sector date from 1961,
since the creation of the Christian Business Leaders Association
(CBLA) and the appearance of Law 76.900/75, which required com-
panies to provide individual information about yours employees.
Another important factor that expanded the discussion of the theme
was the emergence of the Social Balance. It is in 1984 that the Nitro-
fértil Company, located in Bahia state, publishes what is considered
the first Brazilian Social Balance. In the same period, was being held
in the social balance of Telebras Company, published in mid-1980.
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The Banespa Company, conducted in 1992, forms the list of precursor
companies in Brazil that published their Social Balance.

According to Torres (2001), the main function of the balance sheet
of the company is to make public the company’s social responsibility.
This is part of the process of transparency for the general public, to
consumers and to shareholders and investors about what the compa-
ny is doing in the social area.

With the emergence of several non-governmental organizations and
the development of the third sector in Brazil, the movement intensi-
fied in the 1990s. Institutions as the Ethos social responsibility and In-
formation Network of the Third Sector (INTS) were created in order
to highlight the importance of social actions for business and society,
leading to the discussion of new terms as corporate philanthropy, cor-
porate citizenship, business ethics, corporate volunteering and social
responsibility in corporate environments (Tenério & Nascimento,
2006).

The growing search for a socially responsible behavior by companies
in Brazil had their bases in different motivations. At the same time
as consumers become more aware, the information flow to market
faster and can tarnish the reputation of a company quickly. Moreover,
companies are beginning to glimpse also opportunities. In general,
Brazilian companies looking to achieve with the implementation of
the CSR meeting the needs and interests of its stakeholders and the
preservation and improvement of enterprises, gaining a greater num-
ber of customers, hiring employees motivated and achieving better
financial returns (Santos, 2009) . These goals reinforce the construc-
tion companies that do not simply paying taxes and compliments the
laws, but that work on developing a fairer society, acting in a socially
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responsible and transparent manner (Parente, 2004), contributing to
more broadly, with the country’s sustainable development.

2.1.2 Corporate social responsibility in China

The movement of CSR in China was highlighted from the mid-1990s
(Myllyvainio & Virkkala, 2006; Zhou, 2006; Abreu et al., 2012). Mul-
tinationals have brought CSR from Western to the Chinese market
during the anti-sweatshop campaign that built an opposition to the
unacceptable conditions in the supply chain in developing countries
(Pun, 2003).

The need for integration of CSR in China has been driven by in-
ternational pressures motivated by the lack of concern about the
health, safety, excessive working hours and adoption of labor laws
below international standards which consequently resulted in the
launch codes conducts business in relation to labor standards in
China (Pun, 2003). Chinese companies only started to passively
accept these rules, regulations and codes of conduct on working
conditions, labor rights, labor conditions, health and safety because
their buyers forced them to do so (Zhou, 2006). The relationship
with the rest of the world became more narrow and intense and con-
sequently China has become more dependent on other countries
due to numerous commercial and political securities (Myllyvainio
& Virkkala, 2006).

Another factor that raised discussions about Chinese social condi-
tions was the increase in outsourcing of production from Western
countries to China, due to low salaries paid by enterprises (Buhmann,
2005). Myllyvainio and Virkkala (2006) point out that China is one of
the economies with greater supply of manpower, due to excess over
150 million people located only in rural areas.

From 1995 to 1998, only a few large multinationals and some large
Chinese companies were looking for the implementation of codes
of conduct, and only after the year 1998, a greater number of multi-
national companies began to apply those (Abreu et al, 2012). Before
2001, the CSR was limited to the interior of the factories with ac-
companying audits. Consumers, government and the media were not
aware of CSR at that time. Even workers in factories that were present
during audits knew the theme marginally (Pun, 2003).

According Myllyvainio and Virkkala (2006) the year 2005 was desig-
nated as the period of CSR in the Chinese media, where events were
organized aiming at building a harmonious society where there was
a CSR within Chinese enterprises, having as ultimate goal draw more
attention to social justice and solve problems for the common people,
improving the quality of life. Economic growth was still a key point,
but greater emphasis should be directed to the interests of the major-
ity of the population (Myllyvainio & Virkkala, 2006).
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In general, the CSR in China can be seen as an action to make Chinese
companies more competitive in the global marketplace, and protect
and enhance their brands, able to compete with major global compet-
itors, addressing issues important to its employees, customers, inves-
tors and stakeholders and becoming long-term, sustainable (Levine,
2008). Was prompted by international pressure and followed the
model proposed in the West, which created guidelines and standards
such as SA 8000 and ISO standards. The few local Chinese standards
as CS9000T are recent. China is becoming a major player in CSR, but
their practices and concepts are still recent (Wang & Juslin, 2009).

2.2 Path Dependence

The quest to understand what has motivated the development of ini-
tiatives related to sustainability as well as the trajectory of these events
requires an understanding of the historical facts, which, in this study,
will be addressed by means of the phenomenon Path Dependence.

The term path dependence is used in the sense that all processes are
dependent on the decisions taken in the past, which are each step had
feedback of the others steps in the organizational trajectory, so that,
the choices available in the present are the result of the choices made
in the past.

According to Hoff (2011), although the idea of path dependence is
generally be used in studies of technological spread or change, it has
been increasingly common to find it applied in studies of Humanities
and Social Sciences, where it is used in order to understand processes
of change in societies. Moreover, some authors indicate that the avail-
able technology is always a limiting factor for the adoption of more
environmental friendly postures (Shrivastava, 1995; OECD, 2001).
The choice of technologies, combined with the study of historical
developments, suggest that some settings within an observed system
arise from the trajectory that the system adopted (Hoff, 2011).

As a result, Hoff (2011), based on search of the literature, discussed
previously studied elements within the concepts of path dependence,
as well as the methods used for this type of study, and added to these
elements from historical research, in an attempt to developing an
analytical framework for the application of path dependence. The
analytical framework built by the author can be seen in Figure 1.

For building the analytical framework, the author used contributions
from Evolutionary Theory, through the studies of Nelson and Winter
(1982) and other authors as Goldstone (1998), and Hansen (2002).

Hoff (2011) identifies five different moments that should be consid-
ered in historical research: (i) antecedent conditions, (ii) Critical con-
juncture, (iii) Structural persistence, (iv) Reactive sequence, and (v)
Results.
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INISTORICAL TRAJECTORY OF TIIE OBSERVED I'ACT

\
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CONDITIONS
CRITICAL
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Figure 1. Analytical framework for the application of path dependence. Source: Hoff, D. (2011).

Finally, it should be emphasized that the analytical framework pro-
posed by Hoft (2011) will be used in the analysis of events related to
the evolution of the CSR.

3 Research Procedures

The research is characterized as a qualitative case study, because it is
an empirical investigation that reflects the reality of a unit of study,
in this case, the fictitiously named group X (Yin, 2011). Given the
objectives outlined in this study, it was necessary for the object of
the study to be appropriate to the issue involved, so that it had to be
a group that was internationalized, and had subsidiaries in Emergent
countries. Based on these assumptions and considering the global

prominence, group X was chosen, with the Brazilian and Chinese
subsidiaries being objects of analysis in this study. Moreover, the sub-
sidiaries in question are apt for comparison, given their similarities in
terms of organizational structure and the mix of products developed
and manufactured in the plants.

With respect to the collection of information, data were extracted
by conducting semi-structured interviews and observation by the
author. Interviews were held with ten employees, five from each
subsidiary, who had experienced these changes. Information about
interviewed is present in Table 2. The interviews were conducted
from October 2012 until july 2014, lasted seventy-five minutes each

on average.

Interviewed Role Time in the X Group Subsidiarie
A Operation Director 35 Brazil
B Operation Manager 33 Brazil
C Quality Analist 18 Brazil
D Product Engineer 18 Brazil
E Process Engineer 22 Brazil
F Engineer Manager 30 China
G Operation Manager 15 China
H Quality Analist 8 China
I Product Engineer 10 China
] Process Engineer 11 China

Table 2. Information about Interviewed
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The observation by the author with focus in the subject was per-
formed for seven months in Brazil (january-july, 2012) and for ten
days in China (July, 2014). One of the authors worked in the Brazil
company, because of this was possible to study these plant for more
time. The same author visited the Chinese plant for 10 days to observe
these points and conclude the interwiews.

In addition to the primary data, the study used secondary data sourc-
es obtained by means of documentary observation in reports, compa-
ny websites and other publications from the organization, as well as
by consulting specialized media about the electronics industry. About
the reports was analized indicators about enviromental and economic
management, human resources, water control and risk management.
Data analysis was performed in the light of the above-mentioned the-
oretical references. The historical approach was taken in an attempt to
understand the evolution of CSR for which Hoff (2011) path depen-
dency’ analytical framework was used. The analytical categories and
subcategories were predetermined based on the theoretical references
(Steurer et al., 2005).

4 Analysis

4.1 The Case

The X Group, operating in the electronics industry, is present in about
40 locations with more than 50 plants installed. Among these plants,
the Brazilian and Chinese subsidiary were studied.

4.1.1 The Brazilian subsidiary

The Brazilian subsidiary develops and manufactures capacitors. In
the market, it is differentiated due to the quality of its products, not
their price. It was founded in 1954 by the descendants of German
immigrants in the state of Rio Grande do Sul. Its foundation was mo-
tivated by the growth of the electronics industry, mainly focused on
manufacturing radios. The constitution of the company represent the
first critical moment of change. During this time, the only concern
of the company was survive in the market, focusing in the economic
improvements. Its founders did not control the efficiency of their pro-
cesses and material consumption well as potential impacts that could
be caused to the environment.

In Brazil, at that time, the prevailing economic model was the so-called,
‘developmentalism;, in which Brazil developed much of its infrastruc-
ture in a short time and achieved high rates of economic growth. How-
ever, the Governments accounts were often out of balance, the foreign
debt multiplied and triggered a massive inflationary wave.

Due to the economic difficulties of the period, in 1957, the company
was fully acquired by a multinational group, which marks the second
critical moment of change. At the same time, the company began to
supply not only the domestic market but also export, although on a
small scale. In 1962, seeking to extend the business, its manufacturing
facilities were transferred to the metropolitan area of Porto Alegre.
That same year the product mix offered to the market began to be
expanded.
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Between 1969 and 1973, Brazil experienced the so-called Econom-
ic Miracle, when the rapid growth of the industry created jobs and
raised the income of many workers. In this same period, the company
increased its sales in the domestic market and worked to improve the
quality of its products and processes in order to reduce the amount of
labor required to manufacture of capacitors. About 5% of its produc-
tion was being sent to foreign markets, mostly in Europe. The controls
in the factory was only about production quantity. The quality was in-
spected in the final of the process, after the product has already been
finalized. Didn’t have a concern about number of scrap or material
consumption.

During the 1990s, the main theme of Fernando Collor’s Government
was the failure of ‘developmentalist’ project as an engine for growth.
From then on, there was growing trade liberalization and a series of
privatizations. Several largely inefficient companies, especially in the
computer industry, went bankrupt while the quality of products im-
proved substantially.

During this period, the company needed to restructure its produc-
tion technology and considerably reduced the number of employees
in order to adapt to changing market demands and become more
competitive. In addition, it directed efforts achieve greater quality and
efficiency, acquiring, initially, the ISO 9000. In 1992, the company
gained recognition within the group as a center of competence, and
autonomy, as well as for producing, developing and negotiating new
products without prior authorization from the headquarters. This fact
corresponds to the third critical moment of change that occurred in
the company. During this period, the company consolidated the eco-
nomic pillar. By preparing for the foreign market before the opening
of the markets in Brazilian it passed through the crisis more easily
than other companies of similar size and so conquered its ‘indepen-
dence. With improvements in the process, it was possible to perform
quality inspections during the process, reducing the scraps quantity.
In addition, the company, in this period, began to manage their waste
and take care of their disposal. Reduction of scraps controls were in-
cluded in the process.

In Brazil, monetary stability was only achieved with the implemen-
tation of the Real Plan in 1994. As a consequence of the end of high
inflation, there has been an unprecedented improvement in terms
of income for the lower classes. In the last decade, the company has
come to export 70% of its products.

Later, in 1999, the company became part of another group, which
grew out of the merger of two corporations and opened its capital on
the stock market. The fourth critical moment of change occurred in
2002, with the change of name due to the earlier merger. Since then,
the company introduced a series of changes and gained certifications:
in 2003 it was certified ISO TS 16949, a prerequisite for supplying the
automotive market; in 2004, it received ISO 14001 (environmental
management); in 2005 it was awarded Outstanding Company “Sus-
tainable RS”; and in 2008, it adopted the lean manufacturing system,
striving for even more efficiency. It by obtaining the ISO 14001 certi-
fication, by disposal and scrap control its environmental dimension
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has been consolidated. It is important to emphasize that a firm was
more efficient because of the lean manufacturing system and its help
the environmental dimension cause there are less material and re-
sources consumption.

In 2009, the company underwent another merger, creating the
above-mentioned group X. At this same time, at the height of the
global crisis, the company withdrew some benefits that had been

J. Technol. Manag. Innov. 2015. Volume 10, Issue 3

granted to employees, which culminated in rising turnover and absen-
teeism. In 2012, after a strike by employees, the fifth and final critical
moment of change occurs, in which the main representatives of the
company began to rethink some attitudes, some going back on earlier
decisions and giving greater emphasis to the social pillar.

A brief list of critical moments of change, and their respective conse-
quences on the dimensions from Brazilian Subsidiary is given in Table 3.

Table 3. Critical Moments of change in Brazilian Subsidiary

CRITICAL MOMENTS OF CHANGE

IMPACT ON THE DIMENSIONS

1954 — Company founded

- Economic difficulties

1957 — Company acquired by a multinational

BRAZIL

- Impulse to economic issues as a result of expansion
of the product portfolio and starting exporting

- Impacts on environmental issues

1992 - Recognition of the company as a Center of Competence

- Consolidation of the economic pillar
- Efforts begin to consolidate the environmental pillar
- Growth of exports

2002 - Merger and the formation of a new group

- Consolidation of the environmental dimension

2012 - New view of the social dimension

- Improvements to the social dimension

Currently, the company develops and manufactures plastic film ca-
pacitors, power capacitors and aluminum electrolytic capacitors, and
even processes aluminum foil and plastic film for its own use. It cur-
rently has 1770 employees, producing approximately 2 billion com-
ponents a year, which are supplied to nearly 250 clients worldwide.
Nearly 70% of the components produced at the factory are intend-
ed for export to Europe, Asia, NAFTA (North American Free Trade
Agreement) and Central and South America.

4.1.2 The Chinese subsidiary

This subsidiary is one of the group’s plants located in China. Specifi-
cally, it is the plant located in Xiamen which develops and produces
electrolical capacitors. In the market, it stands out due to the quality
and cost of its products.

The company was incorporated in 1994, which constitutes the first
critical moment of change. The economic period and the entertain-
ment industry, which was expanding at the time, were the main
drivers for the creation of the company. This company, like much of
Chinese industry, was favored by the country’s economic reform in
the late 1970s and due to this fact and the company’s strategic objec-
tives, it already offers part of its production to foreign markets, with
large bias only towards the economic pillar. Regarding social issues,
the conditions were very poor. As most of the workers live in remote
areas, companies usually offer accommodation where employees
can spend the week. The infrastructure offered for the company was
very poor, with overcrowded dormitories, lack of ventilation and no
recreational areas, among others. In the factory, was very hot (about
50°C) and with high number of work accidents. In the environmental
area, the conditions was very deprived too, with high consumption of
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energy and resources, problems with product quality and high num-
ber of scrap in the production.

In the period 1978-1992, investments are mainly focused on light in-
dustry. This approach favored energy efficiency in the country, since
this type of project demands less energy, and also with manufacturing
a greater number of jobs were provided for the urban workforce that
had migrated from rural areas.

The economic focus on light industry led the Chinese subsidiary to
expand its segmentation and include the automotive industry in its
sales portfolio. This demanded an improvement to the quality system
which resulted in ISO TS 16949 certification, a prerequisite for supply
to the automotive market, in 2003. Until then, the company had not
shown any concern about environmental resources and increasingly
sacrificed the social pillar in favor of the economic pillar. With expo-
sure to the automotive market, the company had to concern itself a
little more with efficiency and so began to exert greater control on the
environmental dimension, like water and energy control and scraps
reducing. The impact on the social pillar remained negative.

As a result of the onset of rapid economic growth in China and the
expansion of the company’s portfolio, in 2004 a multinational group
interested in the performance of the passive components business,
while viewing the asymmetry with its own business, proposed a
merger.

Like the Chinese subsidiary, many other foreign enterprises opted
to invest in China. As a consequence, there was a considerable in-
crease in exports, especially of manufactured products, strengthening
the creation of the Chinese industrial complex. China then began to
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aggregate the production chain as a whole, attracting more diverse
enterprises.

Due to both the expansion of the Chinese industrial complex and the
merger, the company began to change in its segmentation, reducing its
share of the entertainment market and increasing that of industrial mar-
ket. Importantly, the company is an intermediary in the chain and the
expansion in several areas (automotive, telecommunications, energy,
etc.) within the Chinese market, motivated this change in segmentation.

This shift in segmentation, in turn, led to in several changes within
the company. As the industrial market is more demanding than the
entertainment market, not only on issues related to quality, but also
in terms of the legal requirements aimed at addressing environmental
and social dimensions, the company had to adapt. Furthermore, there
was already a need for the company to improve in some areas in order
for it to match other subsidiaries within the group. As a result, the
company modernized its machinery, making the production system
more efficient, implemented the ISO 14001 environmental manage-
ment in 2004 and started the water and energy control. This improve-
ments and the implementation of ISO 14001 marks the consolidation
of the environmental pillar in the company. Because of this moment
importance and its impact in the company culture, this event corre-
sponds to the second critical moment of change.

Concern ISO 14001, it is worth noting that the company did not have
to make many changes, given that since obtaining the ISO TS 16949,

CRITICAL MOMENTS OF CHANGE
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it was already concerned with such issues, so much so that, soon after
the merger, the company was awarded the certificate. The company
was not certified, but had the main requirements for obtaining certi-
fication, the new group had only to improve some aspects and create
control systems in order to effectively achieve certification.

Regarding social issues, the conditions were very poor before the
merger. As most of the workers live in remote areas, companies usu-
ally offer accommodation where employees can spend the week. The
infrastructure offered was very poor, with overcrowded dormitories,
lack of ventilation and insufficient recreational areas, among others.
With the merger, the company began to enlarge the dormitories, re-
duce the number of users per room, install suitable ventilation and
build recreational areas. In addition, there was a greater concern
for safety and hygiene in the work area. As a result, the company
achieved the OHSAS 18001 - Security Management and Hygiene at
work certificate - in 2007, representing the company’s third and final
critical moment of change and further strengthening its social pillar.
Nowadays, the dormitories are very cleaning, have Wi-Fi signal, stay
in front of alimentation place of the company and it is possible some
parents live with workers in dormitories. This service (food and dor-
mitories) are good and free for worker and their family.

In 2009 another merger occurred, in which the previously mentioned
group X was established. A brief list of critical moments of change
and their respective consequences on the dimensions from Chinese
Subsidiary is given in Table 4.

IMPACT ON THE DIMENSIONS

1994 - Company founded

- Consolidation of the economic pillar

- Negative impacts on the environmental and social dimensions

2004 - Merger and the formation of a new group

- Consolidation of the environmental dimension

- Beginning of social improvements

2007 - Awarded social certificate

- Significant improvement to the social dimension

Table 4. Critical moments of change in Chinese Subsidiary

Currently, the company has about 480 employees, producing approxi-
mately 3.8 million components per year, 90% of which are supplied to
the domestic market. While the company also exports to Japan, Brazil
and Europe, its efforts are directed at supplying the domestic market
with quality products, but at the same time low cost. It is important to
note that the company, being in an intermediate position in the chain
and having the Chinese market as the main end producer in this seg-
ment, focuses on domestic sales.

4.2 The Evolution of Corporate Social Responsibility

There are, in general, similarities in the evolution of CSR in the studied
cases. In both companies, the order in which the dimensions received
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incentives was the same, first the economic, then the environmen-
tal and lastly the social dimension. However, some differences were
noted, such as the initial situation of some dimensions and the faster
consolidation of the pillars in the group X. A brief illustration about
critical moments of change and their respective consequences on the
dimensions is given in Figure 2.

The Brazilian company took over 25 years to strengthen its economic
dimension. Consolidation was only achieved in 1992, with the third
critical moment of change, when the company was recognized as a
center of competence by the group.

The environmental dimension also entered the agendas of the two
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companies at different times. Although in view of the difference be-
tween the two companies in terms of length of time in the market,
the consolidation of this pillar occurred almost simultaneously. The
Brazilian company has to show concern about the environmental di-
mension as from 1992, with the expansion of markets, while in the
Chinese company this began in 2003, when it included the
automotive segment in its business portfolio. However, it is only
after the mergers, occurred in 2004, that consolidation effectively
happens, structuring environmental

Brazilian Subsidiary

1950’s 1960’s 1970’s

Chinese Subsidiary

LEGEND:
CM = Critical Moment
CRM = Critical/Reactive Moment f‘-j — Result
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issues and creating a management process that allowed the acquisition
of the ISO 14001 for both companies. At this point, it is important to
note that the Brazilian company became part of a new group in 2002,
marking the company’s fourth critical moment of change, while the
Chinese com-pany became a member of the same in group in 2004,
design the second critical moment of change in this company, according
to path dependence approach (Hoff, 2011). This fact highlights the
importance of organiza-tional culture in the studied cases, influenced
primarily by the strategic issues of the group in its subsidiaries.

1990’s 2000’s 2010’s

Figure 2. CSR Evolution in the Subsidiaries

The social dimension was balanced in the Brazilian company until
the height of the global crisis (2008-2009). Until then, the company
had always focused on maintaining attractive employee benefits and
pro-viding very favorable physical and psychological working
conditions. However, with the crisis, in order to keep the
economic dimension stable, the company cut some benefits and
reduced the quality of the health plan. These changes led to
increased employee turnover and absenteeism, as a result of which
the company’s hiring and training costs rose, while there were also
problems with the reduced produc-tivity and quality due to the
relatively less experienced workgroup. Moreover, in early 2012,
following the publication of the results and equity participation for
2011, the withdrawal of the benefits led to strike by more than
70% of the workforce in the company.

This stoppage represented a reactive sequence, according to
Hoff (2011), which produced a new critical moment of change,
when the company started to reconsider its concepts concerning
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the social di-mension and the consequences, both financial and in
terms of the company image in the eyes of its clients and society,
of its non-com-pliance on this issue. It is important to point out that
failure to comply with the second order requirements
recommended by Steurer et al. (2005) meant that, in that period, the
company experienced losses in terms of quality and costs in
general, causing it to regress on an issue that had hitherto been
balanced.

In the Chinese company, the social issue had been largely neglected
for 10 years. Since its establishment in 1994 until the merger in
2004, the company had sacrificed this dimension in favor of the
economic one. The company made cuts in the social dimension,
which was already precarious, in order to reduce costs and
promote greater profitability. In 2004, this aspect came to be widely
challenged, in view of the new direction outlined as a result of the
merger. After a series of
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improvements in working conditions and also in the dormitories and
living areas, in 2007, the Chinese company obtained OHSAS 18001
certification, which highlights the control and management of social
aspects, health and safety at work. This certification has not been ob-
tained by all the group’s subsidiaries - the Brazilian subsidiary has
not been awarded this certificate, but it is the group aims to make it
common in all its plants.

In both the Chinese and Brazilian cases, it is important to point out
that the failure to comply with the fourth dimension, proposed by
Steurer et al. (2005) as second-order requirements, meant that many
aspects first had to be discredited before subsequently being im-
proved. In the Chinese company, the same occurred to some degree
with the environmental issue, which, during the economic growth
phase only received attention after the misuse of funds was shown
by the external market and, directly, in the social issue, given that
the conditions for workers were sacrificed in order to maintain eco-
nomic sustainability. In the Brazilian company, failure to comply with
the fourth dimension was apparent in the period 2008 to 2009, at the
height of the global crisis, in which social issues were negatively af-
fected in order to maintain the economic dimension stable.

In short, it is possible to observe Chinese subsidiary toward CSR fast-
er than Brazilian company. The initial condition in Chinese company
were worst, but the changes occurred quickly while in Brazilian, the
initial conditions were better, but the reaction was more slowly. This
difference could be caused cause the year 2005 was designated as the
period of CSR in the Chinese media, where events were organized
aiming at building a harmonious society where there was a CSR with-
in Chinese enterprises according Myllyvainio and Virkkala (2006).

In the contexts of the companies, there is a need for greater awareness
regarding the second order requirements (Steurer et al., 2005), since
they are intended to provide a greater balance between the dimen-
sions. Probably, with the immersion of this fourth dimension within
the organizational culture, a more linear evolution of CSR may be
possible.

5 Final Remarks

CSR is a term that refers to the role of business in providing sustain-
able development by maintaining a fair and appropriate relationship
with its various stakeholders. It is particularly relevant today given
the limited possibility of government organizations meeting all so-
cial needs, especially in developing countries. In an effort to inves-
tigate the topic in greater depth, this study has sought to describe
and analyze the evolution of CSR in companies located in developing
countries. Therefore, a study was conducted in two subsidiaries of the
group X, one located in Brazil and the other in China.

There are, in general, similarities in the evolution of CSR in the studied
cases. In both companies, the order in which the dimensions received in-
centives was the same, first the economic, then the environmental and last-
ly the social dimension. However, some differences were noted, such as the
initial situation of some dimensions and the time to consolidate the pillars.
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In Chinese company, the initial situation about environmental and
social dimension was worse than Brazilian company. For economic di-
mension this situation was different, the Chinese subsidiary had more
conditions than Brazilian subsidiary because of the economic context
and government approach.

Other point refers to time toward CSR. In Chinese’ subsidiary, the
CSR evolution occurred faster than Brazilian' Subsidiary. While
Brazilian Company needed more than 50 years to promote CRS the
Chinese’ Subsidiary required about 12 years to do this. Both Chinese
Culture and the Political Context could be to influence this result.
However the intensification of sustainable development in recent
years and the creation of the Chinese subsidiary in the same period
should be primarily responsible for this result faster.

Finally, results pointed that both Chinese and Brazilian companies didn’t
observe the second-order requirements during the way toward CSR.

This study has contributed towards the analysis of CSR in companies
located in developing countries. Others important contributions re-
fers to the use of path dependence as analytical structure for historical
researches and application of Steurer approach in emergent contexts.

For future researches, further studies including comparison with
the holding company are suggested so that more specific details can
be brought to light. Into recently formed younger companies, aris-
ing from other contexts, may provide different results and so enrich
this discussion. Finally, another approach that was quite prominent
in this study and deserves further study concerns the second-order
requirements. These requirements, identified as the fourth dimen-
sion, were shown to be crucial for achieving a more homogeneous
evolution of CSR in the companies. Research into these requirements
within companies, as well as ways to operationalize the subject in the
organizational environment, could help to bring about CSR more ful-
ly and faster.
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