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ABSTRACT  
CSR is good for business in two broad ways: the generation of revenues and investment through the 
creation of a positive image; and the avoidance of loss, through the avoidance of a negative image.  We 
look in particular from a marketing and quality assurance position in taking this view of CSR as value 
creator and loss avoider. Specifically, how CSR relates to trust, and can be a driver of trust.  Trust is a 
crucial area of business, not particularly well-explored in the literature. Trust relates to how an 
organization relates to its investors, its employees, its recruits, its customers, and even its regulators. 
Trust is a key factor in facilitating transactions and building sustainable relationships.  
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1.0 Introduction 
 
It’s easy to say that organizations should behave ‘properly’, and in a socially responsible manner. But 
why should they? How does social responsibility fit with a capitalist ethos? Can organizations, small and 
large, ‘do well, by doing good’?  
 
Within a capitalist framework, even the ‘responsible capitalist’ framework which organizations like my 
own, GSE Research, and others are trying to construct, there is an imperative that ‘doing good’ has to 
lead to ‘doing well’.  
 
Also, CSR cannot simply be about philanthropy and giving. Philanthropy may persist when times are 
good, but will fall away when times are harder. Social responsibility is about how an organization 
conducts itself to make its profits, as much or more than what it does with its profits.  
 
We argue strongly that CSR is good for business in two broad ways: the generation of revenues and 
investment through the creation of a positive image; and the avoidance of loss, through the avoidance of a 
negative image.  
 
We look in particular from a marketing and quality assurance position in taking this view of CSR as value 
creator and loss avoider. Specifically, how CSR relates to trust, and can be a driver of trust.  
 
Trust is a crucial area of business, not particularly well-explored in the literature. Trust relates to how an 
organization relates to its investors, its employees, its recruits, its customers, and even its regulators. Trust 
is a key factor in facilitating transactions and building sustainable relationships.  
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2.0 Business and Society at War 
 
As long ago as 1923, the great economist John Maynard Keynes observed: “The businessman is only 
tolerable so long as his gains can be held to bear some relation to what… his activities have contributed 
to society”. The Financial Times ‘Undermining the Case for Capitalism’ (8th January, 2012) cited Keynes 
as it asserted that “Both in the eyes of the public, and in fact, many companies have failed this test”.  
 
The year 2012 began with protesters camped on Wall Street, St Pauls Cathedral in the City of London, 
and in many major cities around the world. Although the protesters left; some voluntarily, some under 
duress, the wounds have certainly not healed at the time of writing (Spring 2012).  
 
It is hard to imagine a continuing fracture between business and society. Capitalism is undoubtedly our 
dominant economic ideology, but as such, it needs to be seen to serve the wider community. If it fails to 
do so, it will likely fail.   
 
The rift between business and the society around it is a further indicator that sustainability and CSR will 
need to be deployed for business and business leaders to pass the ‘Keynes test’.  
 
We will now go on to explore how a business can employ CSR to pass the Keynes test, in a way which is 
not counter to the capitalist imperative. We start with a short exploration of trust.  
 
 
3.0 Trust 
 
A number of scholars (Chiles and McMackin, 1996, Molm et al, 2000, others) have discussed the 
relationship between risk, and trust.  
 
Trust can be defined in this context as “assured reliance on the character, ability, strength, or 
truth of someone or something; Confident expectation or hope of something” (Merriam Webster 
Dictionary, 2012) 
 
Trust gives us confidence to take decisions in conditions of risk, when the outcome in inherently 
unknown.  
 
One way of looking at trust in an organizational context is to look at different types of trust, which we can 
call:  
 

• Process trust  
• Institutional trust 
• Reference trust  

 
3.1 Process Trust 
 

• Builds over time through repeated transactions  
• Involves the making and keeping of promises  
• Abstention from opportunism (as trust builds, opportunistic possibilities occur, but if a party is 

taken advantage of, trust will disappear)  
• Creates a “Ladder of loyalty” (Raphel, 1995) 

 
3.2 Reference Trust  
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• We trust people who are “people like us”  
• Shared values  
• Endorsements – “if x thinks it’s ok, then that’s good enough for me” 
• Ideas we relate to  

 
3.3 Institutional Trust  
 

• Third party assurance  
• Can be a proxy for process trust or reference trust  
• Put in place before process trust is established  

 
 
Trust is an important issue in marketing, and marketers look at brands as a signifier of trust. But building 
trust, like building brands, or assuring quality of products and services, required a disciplined and detailed, 
managed, measured and controlled approach.  
 
 
4.0 CSR is Good for Business 
 
We don’t undertake marketing and determined brand management, or painstaking quality control, 
because: 
 

• “It makes us feel good” 
• “it is the ‘right’ thing to do”  
• “it is good for the community” 
•  ”it fulfils our staff” 
 

although it will do all those things. We shouldn’t do CSR for those reasons alone.  
 
Social responsibility and good governance (like quality improvement, marketing and staff development) 
can only be taken seriously when it fits within and reinforces the capitalist paradigm. That’s when it will 
be sustainable.  
 
Therefore, like most other investments, we should be able to say, with some confidence:  
 

• Socially responsible behaviour is good for business 
 

and/or  
 

• Socially irresponsible behaviour is bad for business  
 
 
5.0 CSR is Free  
 
Philip Crosby’s famous exhortation that “quality is free” (Crosby, 1979) can only be understood if a wide 
interpretation of the notion of cost of quality (CoQ) or cost of non-conformance (CoNC) is used. With a 
narrow interpretation, quality clearly is not free – it carries costs of documentation, management, 
measurement, control, training, and a host of other costs. 
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So how is quality ‘free’? And how can CSR be ‘free’.  
 
5.1 First phase Cost of Quality (CoQ) equation (manufacturing view)  
 
invest when the cost of quality assurance < Cost of defect replacement + cost of scrap/rework 
 
5.2 Second phase CoQ equation  (marketing view)  
 
Taking a marketing view, loss becomes not just the loss of scrap goods, or the loss of direct time and cost 
in replacing a faulty product or service, but the loss of a repeat customer; the loss of brand reputation; loss 
of potential revenue, investors and shareholder value  
 
invest when:  Cost of Loss Prevention < Cost of Loss (Cost of Non-Conformance + Cost of Lost Future 
Revenue) 
 
The cost of replacing defecting customers, using a ‘Lifetime Value of a Customer’ metric, Reichheld and 
Sasser, 1990) normally outweighs the cost of trying to retain them.    
 
 
5.3 Third phase CoQ equation (CSR and whole business view)  
 
Invest in CSR when:  

• Cost of Socially Responsible Actions < Cost of lost shareholder value + Costs of legal and other 
sanctions + Cost of lost reputation + Cost of lost potential revenue + cost of lost potentially 
desirable employees 
 

This takes a completely economic rationalist view of CSR investment. As argued above, in the long term, 
business (collectively) and society cannot continue at war. But such a broad view may not affect shorter-
term decision-making.  
 
This is why, we would argue, a logical economic case needs to be made for CSR investment, which 
makes the same sense as any other type of investment; either to gain business, or to mitigate the risk of 
losing business.  
 
 
6.0 CSR and Trust  
 
Applying the three aspects of trust to CSR:  
 

• Process trust:  
 
Make and keep promises. Don’t make promises you can’t (won’t) (don’t intend to) keep. Within 
reason, keep the promises you make.  

 
•  Reference trust:  
 
Tap into the ‘zeitgeist’. Find what your target audience really want from you and try to align yourself 
to it. Look for endorsements from ‘people like you’.  Take the ‘newspaper test’ on transparency – is 
there anything (within reason) in your organization which you would be embarrassed about if it were 
leaked to a newspaper? The more secrets you need to keep from your community, the more you 
might be out of step on reference trust.  
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• Institutional trust:  
 
Join a verification body. Invest in information. Try an award, self-audit or third-party audit  

 
 
7.0 If we Want to, we Can 
 
We can quality assure socially responsible behaviour, just like we quality assure our products and 
services 
  

• figure out what it means to us and our communities 
• set specifications  
• understand and manage tolerances and variables 
• document and audit the process 
• train for it and reward it 

 
Good capitalism and social responsibility aren’t from different universes. A successful business is likely 
to be a good corporate citizen. 
 
Our challenges are to bring reliability and assurance to CSR and good governance, and use the power of 
trust to mitigate the risk of loss.  
 
Socially responsible business is a journey, rather than a destination. Like quality, it needs re-addressing 
and re-defining constantly. Continuous improvement is the key issue. 
 
And in case anyone still sees sustainability and CSR as ‘nice to do’ – look at the figures from the 2010 
UN Global Compact-Accenture CEO Study : 
 

• 93% of CEOs see sustainability as critical for future success 
 
Or from the International Institute for Sustainable Development Social Responsibility Monitor:  
 

• 75% of customers who read about a company’s sustainability agenda are more likely to buy from 
them 

• 56% of consumers have boycotted companies for irresponsible practices 
• 36% of consumers have researched a company’s business practices  

 
Or graduate surveys that list ‘work-life balance’ ‘ethical’ and ‘good reputation’ as high or higher than job 
security and salary.  
 
 
8.0 Conclusion: Do Good, and do Well 
 
Good governance and CSR can’t be a luxury item or a charitable act. It must be both commercially and 
societally sustainable.  
 
CSR can be quality assured through determination, and built and managed like a brand.  
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Good governance and CSR engenders reference trust; and while organizations are building or rebuilding 
sustainable trust with their stakeholders, they can find ways to make institutional trust investments.  
  
It is important to make and keep promises on CSR; make promises that can be kept, and – within reason – 
keep the promises which are made.  
 
Remember Crosby and ‘quality is free’. Take a ‘cost of non-conformance’ view of CSR – what can be 
gained, and what can be lost?  
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