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orporate social responsibility (CSR), as a

systematic effort of companies, as well as

an object of academic research, has been
around for more than half a century, however there
are still many controversies regarding the meaning
and dimensions of CSR, and its role in reducing ten-
sions between business and society.

Indeed, the evolution of CSR is largely the his-
tory of overcoming the business-society dichotomy,
i.e. reconciling economic goals of business and so-
cial goals of society through either sacrificing eco-
nomic goals for social ones or finding the ways of
aligning economic and social goals. For example, the
earliest CSR practices, such as charity and philan-
thropy were viewed as a zero-sum game, with busi-
ness transferring part of its profits to society, and
were morally motivated rather than based on eco-
nomic rationality. Later, however, it became appar-
ent that socially responsible behavior, at least some
CSR practices, could have an economic pay-off and
benefit the long-term competitiveness of business,
thus producing a win-win situation.

Notwithstanding the large number of ex-
amples of economically beneficial projects that
successfully contributed to the solution of social
problems, the question regarding the reconciliation
of interests of business and society remains open.
And this is not surprising. Whereas economic goals
of business are clear, well-defined and straightfor-
ward, social problems are so numerous, versatile,
and quickly accumulating that it is extremely dif-
ficult to define the extent of business involvement
in solving social problems, especially those that
are not a direct outcome of business activities. The
failure of business to be adequately involved and ef-
fectively solve social problems adds to the tension
between business and society.
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Thus, the major questions related to CSR are (i)
what business should do for society (the boundaries
of CSR); (ii) why business should do it for society
(motivation behind CSR); (iii) how business should
do it (practical ways of solving social problems).

The evolution of CSR during the last seventy
years has spawned many different, albeit related,
concepts trying to address the above questions.
Those concepts reflect different approaches to CSR
and different aspects of CSR that have been coming
to attention as a result of the accumulating social and
environmental problems, growing economic and po-
litical power of corporations, changing societal val-
ues, tightening government regulation, tremendous
technological advancements, impact of globaliza-
tion on national economies, international initiatives
aimed at tackling the most acute social and environ-
mental issues and other factors. Among the CSR-re-
lated concepts are corporate social responsiveness,
corporate citizenship, corporate social performance,
sustainability, triple bottom line, stakeholder man-
agement, strategic social responsibility and others.

elatively recently, several “value creation”
concepts have been added to the list, spe-
cifically “creating shared value” (CSV) [1; 2]

and “integrated value creation” (IVC) [3-5]. Both
concepts explicitly and rather deeply address the
problem of reconciling interests of business and so-
ciety and mitigating, if not removing, the confronta-
tion between them by creating economic and social
value simultaneously. Both concepts call for funda-
mental changes in business thinking with a view to
harmonizing the relations between business and so-
ciety. These concepts will be the focus of this paper.
The better known out of the two is the CSV
concept, which has many proponents among both
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academics and business practitioners [6]. How-
ever, there are also well-grounded criticisms of the
concept [7-9]. The IVC concept emerged later and
partially drew inspiration from CSV, but it assumes
more fundamental shift in business thinking to-
wards a deeper commitment to societal well-being.

Although the authors of both concepts present
them as new ways of thinking and warn against tak-
ing them for CSR, these concepts have emerged as
a result of the evolution of CSR, they are related to
CSR, and are often taken for a substitute for CSR.

The purpose of this article is to examine in-
depth and compare CSV and IVC concepts zeroing
in on the differences, to identify the strengths and
limitations of these concepts, as well as to show the
relation of CSV and IVC to CSR and some other
CSR-related concepts and ideas.

he shared value concept was introduced by

Porter and Kramer in 2006 in their article

“Strategy and society” [1] and was presented
as a reconceptualization of CSR. The idea has gen-
erated much interest among both businessmen and
researchers in the CSR field because it provided a
clear and consistent framework for the instrumental
approach to CSR, which considers socially benefi-
cial activities of corporations acceptable only if they
contribute to corporate wealth creation [10]. At
the time of writing this paper, according to Google
scholar the number of citations of “Strategy and so-
ciety” in academic literature exceeded 13000 [11],
and the follow-up article “Creating shared value”
was cited approximately 11000 times [11].

The major idea of creating shared value is that
business should seek and seize business opportuni-
ties that simultaneously create social value, i.e. iden-
tify areas where interests of business and society
overlap.

Although the shared value concept was formu-
lated in [1], the idea of aligning business goals with
social interests can be traced back to an earlier ar-
ticle of the same authors, specifically “The Competi-
tive Advantage of Corporate Philanthropy” There
they point out that seeing the economic and social
goals as “distinct and competing” represents ‘a false
dichotomy” and “an increasingly obsolete perspective”
and “in the long run... social and economic goals are
not inherently conflicting but integrally connected”
[12]. Porter and Kramer criticize companies for
using philanthropy in an unfocused and fragmen-
tary manner and exhort them to practice strategic
philanthropy aimed at enhancing their competitive
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context, i.e. the quality of business environment
in which they operate. Such philanthropy not only
produces social benefits for the local community
but also improves a company’s business prospects.

The idea was generalized in [1], where the au-
thors moved from strategic philanthropy to stra-
tegic CSR. They explicitly introduced the shared
value concept defining it as “a meaningful benefit
for society that is also valuable to the business” [1].
The authors contrasted it with then prevailing jus-
tifications of CSR, i.e. moral obligation, license to
operate, sustainability, and reputation, considering
all of them non-strategic because they were based
on the assumption that tensions are inherent in the
relationship between business and society. In con-
trast to them, the shared value principle advances
the idea of a possible convergence of interests of
business and society. Thus, the task of business is to
find the points of intersection and build a strategy
around them.

principle of shared value with strategic CSR,

which they contrast with responsive CSR. The
latter, according to them, addresses generic social is-
sues, which are “neither significantly affected by the
company’s operations nor influence the company’s
long-term competitiveness”. At best, responsive CSR
tries to mitigate harm produced by the activities
within the company’s value chain. As opposed to it,
strategic CSR is concerned with transformations in
the company’s value chain, beneficial both for the
society and for the company, and with improve-
ments in the company’s business environment that
may positively affect the company’s competitiveness
in the long run.

In [2], the idea of shared value was elevated to
a new level as the foundation for reconceptualiz-
ing capitalism, restoring the legitimacy of business,
building trust between business and society. The
authors also put special stress on the role of innova-
tions in creating shared value. It is noteworthy that
in [2] Porter and Kramer present CSV as a concept
distinct from CSR rather than a form of CSR, as they
interpret it, explicitly showing the differences.

The main ideas permeating all three articles
are (i) the tension between business and society is
not inevitable or exogenous as both are interdepen-
dent; (ii) creating social value can be economically
beneficial and should become part of a company’s
strategy aimed at increasing its competitiveness; (iii)
social issues to be tackled should be related to the

I et us note that in [1] the authors associate the
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company’s business — its value chain or competitive
context.

Let us examine the relationship between CSV,
CSR and some other ideas and concepts related to
social responsibility of business in more detail.

an approach to reinventing capitalism and

eliminating confrontation between business
and society, the CSV concept has received a num-
ber of criticisms. In particular, Crane et al [7] and
Aakhus et al [8] point out its unoriginality because
similar ideas can be found in numerous earlier works
on business case for CSR. CSV very much resembles
Emerson’s blended value proposition, denying a
trade-off between social and financial interest [13],
although Porter and Kramer provide a more coher-
ent framework pointing out specific areas for inno-
vations. The idea of CSV also overlaps with inclu-
sive business models for the bottom of the pyramid,
which have the potential to bring enormous business
benefits while radically improving the lives of billions
of people in developing countries [14]. And certainly
social entrepreneurship, at least those forms of social
enterprises that belong to the for-profit end of the
social entrepreneurship continuum and thus assume
economic viability and financial independence [15],
is also based on the shared value idea. And more gen-
erally, as Carroll et al [16] point out “Even with early
CSR initiatives, there was always the built-in premise
that by engaging in CSR activities, businesses would
be enhancing the societal environment in which they
existed and that such efforts would be in their long-
term enlightened self-interest’.

It is noteworthy that Porter and Kramer’s
shared value concept, which assumes providing
benefits for society, does not clash with M. Fried-
man’s stance: the only responsibility of business is to
earn profits [17]. Friedman’s position has been vig-
orously criticized for decades by those who believe
that business should be involved in solving problems
of society. CSV removes the persistent dilemma fac-
ing managers regarding whose interests should be
attended to in the first place — shareholders’ or soci-
ety’s, as the social value is created without compro-
mising profits.

When advancing their idea of strategic philan-
thropy based on the convergence of economic and
social interests, Porter and Kramer [12] exposed
the fallacy of what they call Friedman’s “implicit
assumption” regarding the separation of social and
economic goals. However, in our opinion, the exis-

Being featured as a new business mindset and
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tence of such implicit assumption can be questioned.
Friedman recognizes that some philanthropic activi-
ties can be beneficial in terms of economic goals: “It
may well be in the long run interest of a corporation
that is a major employer in a small community to
devote resources to providing amenities to that com-
munity or to improving its government. That may
make it easier to attract desirable employees, it may
reduce the wage bill or lessen losses from pilferage
and sabotage or have other worthwhile effects” [17].
However, he is against calling it “social responsibil-
ity”: “In practice the doctrine of social responsibility
is frequently a cloak for actions that are justified on
other grounds rather than a reason for those actions”
[17]. In other words, Friedman does not associate
CSR with the possibility of earning profits, thus re-
jecting the entire instrumental approach to CSR.
In the same vein, Porter and Kramer, who initially
positioned the principle of shared value as a strate-
gic CSR [1], subsequently abandoned the use of the
term “CSR” when describing the shared value prin-
ciple, and furthermore contrasted CSV and CSR in
[2]. Later, Kramer clarified the relationship between
CSR and CSV: “We believe that CSR is a different —
if overlapping — concept from creating shared value.
Corporate social responsibility is widely perceived as
a cost center, not a profit center. In contrast, shared
value creation is about new business opportunities
that create new markets, improve profitability and
strengthen competitive positioning” [18].

ome authors, following Porter and Kramer’s

line of thought, regard the CSV concept as

different from CSR, possibly for the sake of
drawing attention to the CSV business philosophy,
and thus position and promote it as a new and ad-
vanced way of dealing with social problems. Wojcik
[19] compares the CSR and CSV concepts and iden-
tifies a number of differences, in particular, the use
of normative approach in the case of CSR and posi-
tive in the case of CSV, external pressures as the ma-
jor driver for CSR as opposed to internally driven
CSV, the lack of connection between a company’s
strategy and CSR versus the explicit use of strategic
analysis tools in the case of CSV, and others. With-
out trying to challenge the identified differences, we
would like to point out that delineation of these two
concepts is dependent on how broadly we define
CSR, which is an umbrella term hosting a bunch of
approaches [20, 21].

Indeed, the question whether CSR differs prin-
cipally from CSV, can hardly be answered unam-

BIBHECIHOOPM N2 10 '2020

www.business-inform.net




biguously because of the terminological chaos in
the field of CSR. A commonly agreed definition of
CSR is still missing. Despite the large number of at-
tempts to bring structure to the field during the last
50 years, the meaning and the boundaries of CSR
are not clearly defined.

Sometimes CSR is interpreted narrowly and
associated with its particular form, e.g. non-strate-
gic philanthropy [1; 17]. Frederick [22] isolates four
stages in the CSR development, and each of them —
philanthropy, response to social demands, fostering
corporate ethics, and corporate global citizenship —
is consistent with how Porter and Kramer charac-
terize CSR. However, according to other interpreta-
tions, CSR does not necessarily contradict the eco-
nomic goals [23].

Lee [24], reviewing the history of CSR, identi-
fies trends in the CSR thinking in different periods.
According to him, while the 1950s and 60s were
characterized by the absence of coupling between
CSR and the corporate bottom line, the 1970s and
80s by a loose but ever increasing such coupling, in
the 1990s, social and financial performances were
already coupled tightly, CSR was driven by practi-
cality and aimed at building competitive advantage
[24]. Garriga et al identify four groups of CSR theo-
ries depending on whether it is economic profit,
responsible use of power, integration of social de-
mands in business operations or ethical values that
corporations focus on when choosing the forms of
socially responsible behavior [10]. According to that
classification, CSV is consistent with economically
driven approach to CSR. In Carroll’s framework,
CSR encompasses not only legal, ethical and discre-
tionary (philanthropic) but also economic respon-
sibility [25], which lays grounds for “thinking about
the business case” for CSR [16]. Thus, demarcation
of CSV and CSR depends on a researcher’s percep-
tion of what CSR is.

ne of the broad definitions of CSR is that by
Othe European Commission: “CSR is the re-

sponsibility of enterprises for their impact on
society ... Enterprises should have in place a process
to integrate social, environmental, ethical, human
rights and consumer concerns into their business op-
erations and core strategy in close collaboration with
their stakeholders, with the aim of: (i) maximising the
creation of shared value for their owners/shareholders
and for their other stakeholders and society at large;
(ii) identifying, preventing and mitigating their possi-
ble adverse impacts” [26]. CSV is explicitly mentioned
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in the definition as part of CSR. CSV represents just a
specific approach to the integration — in an economi-
cally beneficial way, through finding innovative so-
lutions and by embedding social value creation into
business strategies. It would be oversimplification to
believe that all societal concerns can be addressed in
this way, though, so CSV cannot fully replace CSR but
can (and should) be used along with other forms of
responsible corporate behavior.

hus, CSV with its emphasis on the economic

I gain belongs to the instrumental approach

to CSR, in the first place. In particular, Mos-

ca et al. [27], who provide an overview of the evolu-

tion of instrumental and integrated approaches to

CSR, mention Porter and Kramer’s 2006 article [1]

when referring to contributions to the instrumental
approach.

The instrumental approach is not homoge-
neous itself, because a company can benefit merely
from the improved reputation and increased brand
awareness due to non-strategic philanthropy and
subsequent effective communication of the well-
doings and their social impact, whether actual or
inflated. On the other hand, by using the CSV con-
cept, a company can built a competitive advantage
and reap substantial economic benefits in the long
term through strategic philanthropy or innova-
tive transformations within the value chain. Thus,
CSV can be considered as one of the ways of gain-
ing ground on competitors in the long run. Indeed,
when describing the possible strategies within the
instrumental approach to CSR aimed at building
competitive advantages, Garriga et al. [10] men-
tion social investments in the competitive context,
referring to strategic philanthropy [12], a precursor
of CSV. At the same time, we believe that both stra-
tegic philanthropy and CSV can also be related to
the integrative approach to CSR, which is concerned
with “how business integrates social demands’, be-
cause “business depends on society for its existence,
continuity and growth” [10].

Another source of terminological confusion in
[1] is associated with the fact that the evolution of
CSR was accompanied by the emergence of numer-
ous concepts, which were often introduced to des-
ignate new forms of CSR and to expand its bound-
aries. One of them, social responsiveness (SR), was
shown to be distinct from CSR, while the authors of
[1; 2; 19] describe CSR as responsive, which sounds
confusing. Furthermore, even if we assume that SR
is just a variety of CSR, its characteristics as for-

353

MEHEDKMEHT | MAPKETUHT

EKOHOMIKA



MEHEDKMEHT | MAPKETUHT

EKOHOMIKA

mulated by Sethi [28] go well beyond what Porter
and Kramer consider responsive CSR. In particular,
Sethi contends that “the issue in terms of social re-
sponsiveness is not how corporations should respond
to social pressures, but what should be their long-run
role in a dynamic social system” [28]. When char-
acterizing socially responsive corporate behavior, he
explicitly uses the term “operating strategy” and de-
scribes it as proactive adaptation, which means that
corporation “takes lead in developing and adapting
new technology for environmental protectors, evalu-
ates side effects of corporate actions and eliminates
them prior to the action's being taken; anticipates fu-
ture social changes and develops internal structures
to cope with them” [28]. Can any better description
of strategic CSR be proposed? This is just another
argument in favor of our proposition that CSV
should not be opposed to or shown as something
different from CSR or as a completely new way of
business thinking.

Why do we examine the relationship between
CSV and CSRin such detail? In [2] the authors stated
that “creating shared value should supersede corpo-
rate social responsibility in guiding the investments
of companies in their communities”. So, the question
is whether CSV is a substitute for CSR or just one
of the strategies within CSR, albeit advanced and
promising.

e believe that CSV cannot be equated to

CSR but not because CSR comes at a cost

to business. Some CSR strategies can be
economically beneficial. CSV is not to replace CSR,
because it cannot be applied to all social issues that
companies have to deal with. Porter and Kramer
themselves point out that “not all societal problems
can be solved through shared value solutions” [2].
However, it is not clear what the implications are:
whether a company should ignore problems that do
not lend themselves for CSV solutions, or whether
a broader understanding of CSR should come into
scene and companies should deal with those prob-
lems using principles different from CSV and in-
tegrating social demands into business strategies
in other ways, including those that come at a cost.
Besides, to dismiss possible questions regarding re-
maining issues in the business-society relationship,
the authors take for granted “compliance with laws
and ethical standards and reducing harm from cor-
porate activities” [2], which is an essential part of
CSR. Crane et al. [7] describe this statement as na-
ive, so if we drop this assumption then the tensions
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between business and society remain despite the use
of CSV. Thus, we believe that it is not the value cre-
ation approach that distinguishes CSV from CSR,
but the limited applicability of the CSV principle for
dealing with social problems and demands.

Both Crane et al [7] and Aakhus et al [8] criti-
cize CSV for the corporation-centric approach.
Aakhus et al mention that when a company selects
a business opportunity that also creates social value,
the company may remain indifferent to other soci-
etal problems that may be more acute and pressing,
and need immediate attendance. “However, the SVM
[shared value model] proposes a model for social in-
novation that is skewed toward the corporate inter-
est” [8]. Some social values created by companies
look more like positive externalities: “The funda-
mental concept of shared value places the company
in the center node of any network of stakeholders.
Any value for others is essentially spillover from the
company’s success” [8].

rely on business’ ability and wisdom to choose

the social issues to tackle. They endow business
with too much decision-making power and down-
play the role of stakeholders in influencing corpo-
rate decisions and controlling activities of corpora-
tions (“..stakeholders’ views are obviously impor-
tant, but these groups can never fully understand a
corporation’s capabilities, competitive positioning, or
the trade-offs it must make” [1]), which shakes the
system of checks and balances in the society. Why
should the society entrust corporations with mak-
ing decisions that are critical for the future of the
society, relying on their good will and fair judgment?
Using the CSV concept companies can integrate
some social demands in their strategies and busi-
ness models but in a highly selective, profit driven
fashion, and not perceiving stakeholders as impor-
tant influencers of business decisions.

Thus, using Garriga’s et al classification of CSR
theories [10] we believe that the CSV concept re-
sults from the convergence of the instrumental and
integrative approaches to CSR, representing an ad-
vanced CSR strategy. We would refrain from regard-
ing CSV either as a substitute for CSR or completely
different way of thinking.

Another “value creation” concept that we will
discuss and then compare with CSV is the inte-
grated value creation (IVC) concept introduced by
W. Visser [3].

In our opinion, Porter and Kramer excessively

BIBHECIHOOPM N2 10 '2020

www.business-inform.net




he roots of the integrated value concept

can be traced back to Visser’s article [29]

in which he distinguishes between CSR 1.0
and CSR 2.0. He describes CSR 1.0 as “an outdated,
outmoded artefact... whose time has passed’, which
failed to address the most important social and envi-
ronmental issues due to its peripheral, incremental,
and uneconomic character, and as mostly reduced
to corporate philanthropy and public relations. As
opposed to CSR 1.0, CSR 2.0 (now the acronym
“CSR” stands for Corporate Sustainability and Re-
sponsibility) represents a holistic model of CSR and
is described as performance-driven, with responsi-
bility and sustainability performance incorporated
into market incentive systems. CSR 2.0 assumes
collaboration between business and its community
and overall “reorientation of the purpose of business”
[29]. Thus, what Porter and Kramer describe as CSR
is rather CSR 1.0 in Visser’s terminology, while CSR
2.0 is conceptually similar to CSV; at least it includes
the idea of inducing positive changes in society and
having economic pay-off at the same time.

Later in [3] Visser et al abandon the CSR 2.0
terminology and introduce the concept of IVC,
presenting it as a result of the combination of cor-
porate social responsibility, sustainability and CSV.
They show that historically CSR was associated with
social issues, sustainability with the environmental
ones, whereas CSV focuses on the ways of solving
societal problems at a profit. They do not fail to cite
many other ideas that inspired the IVC concept,
such as Freeman’s stakeholder theory, Elkington’s
“triple bottom line” and others.

More specifically, Visser et al define IVC as
“a methodology for turning the proliferation of soci-
etal aspirations and stakeholder expectations — in-
cluding numerous global guidelines, codes and stan-
dards covering the social, ethical and environmental
responsibilities of business — into a credible corpo-
rate response, without undermining the viability of
the business” [3].

Visser elaborates on IVC in his later works [4;
5; 30] and promotes IVC as both a conceptual and
practical framework for dealing with the worsening
social, environmental and ethical conditions that
often result from economic activity [4]. He believes
that economic activities are a frequent cause of dis-
integration in the society because economic goals
may be at odds with social and ecological ones. In
terms of the systems approach, the disintegration of
a system leads to the loss of synergy and reduces the
overall positive result produced by the system. Con-
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versely, a tight integration between different parts of
a system and alignment of their goals enhance the
system’s output (the overall value produced by the
system).

Similar to Porter and Kramer, Visser points
out the fruitfulness of thinking in terms of value
creation both for businesses and for their stakehold-
ers as more strategic and emphasizing integration
approach.

Visser contends that modern society has been
evolving under the interplay of two opposing ten-
dencies — towards integration and towards disinte-
gration. He identifies five sources of disintegration
in society that contribute to value destruction: dis-
ruption (instability that threatens human life and
safety); disconnection (isolation that prevents com-
munication and data sharing); disparity (inequities
that lead to social tensions and inefficient use of
resources); destruction (production and consump-
tion that destroy ecosystems), discontent (impaired
human wellbeing due to unhealthy lifestyles, stress,
psychological problems etc) [4].

Visser suggests that the value destruction can
be reversed through innovations in five economic
spheres, so-called the resilience, exponential, access,
circular and wellbeing economies [4], which pres-
ent market opportunities for solving societal prob-
lems in economically beneficial ways. The resilience
economy provides the means of reducing risks in
society, enhancing safety, overcoming shocks relat-
ed to changes. The exponential economy represents
investments in technologies that promote connec-
tivity between people and enhance intelligence in
society. The access economy makes products and
services more accessible due to the efficient use of
assets through sharing or collaborative consump-
tion. The circular economy seeks to minimize the
negative environmental impact of economic activi-
ties. The wellbeing economy provides the means of
improving human health and happiness. Depending
on to which of the economies the company’s innova-
tions are related and what social benefits they target
to produce, Visser distinguishes five pathways for
innovation: secure, smart, shared, sustainable, and
satisfying, respectively.

ccording to Visser [4; 5], to create an inte-
grated value, it is not enough for an organi-
zation to pursue innovations in one of the
abovementioned economic spheres or/and do it in
an incremental way. The integrated value is created
only in a transformative way and by utilizing syn-
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ergies from innovations in two or more economies.
Integrated value is “the simultaneous building of
multiple capitals (notably financial, infrastructural,
technological, human, social and ecological) through
synergistic innovation across the resilience, exponen-
tial, access, circular and wellbeing economies that
result in a world that is more secure, smart, shared,
sustainable and satisfying” [4].

Let us note that Porter and Kramer also empha-
size innovations as means of producing shared value,
but do not require synergies from innovations in dif-
ferent spheres, although consider them desirable.

ccording to the authors of [3], the IVC con-

cept marks an important shift in business

thinking and practice towards a higher de-
gree of integrating social and environmental con-
cerns into business models. We describe IVC in
terms of triple integration: (i) it aims at integrat-
ing business and society by creating value for both
through innovations; (ii) it is based on the integra-
tion of different ideas and practices that emerged
under the CSR umbrella; (iii) it assumes the inte-
gration of different areas and processes within the
business in order to provide a coherent corporate
response to stakeholders’ expectations.

The IVC and CSV concepts are largely simi-
lar in a sense that they aim to reconcile long-term
business interests with those of society rather than
call for sacrifices on the part of business. They both
are based on the understanding of the interdepen-
dence between business and society and the conver-
gence of their interests, and emphasize innovative
thinking. Nevertheless, there are some differences
between IVC and CSV. Visser compares these two
concepts in [30] in terms of the assumptions they
are based on, synergies they are aimed at, position-
ing of the concepts in academic and business litera-
ture, means used for value creation, the character of
innovative solutions these concepts promote, bene-
fits they bring, and their relation to CSR. We believe
this list of differences is not exhaustive and make
our own comparative analysis of these two concepts.
The results of the analysis are summarized in Thl. 1
and discussed in more detail after the table. The dif-
ferences identified help better understand IVC’s
added value.

Out of the two, CSV is a narrower concept, if
only because of the fact that CSV is just one out of
several CSR-related concepts IVC draws inspiration
from. Although CSV and IVC are related as a part and
the whole, the relationship between them is not linear
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or additive. Being based on a number of CSR-related
concepts, [IVC combines them in a complex way.

CSV is an instrumental concept in the first
place, but can be partially related to the integrative
approach to CSR because it recognizes the need for
integrating social interests into the business strat-
egy, while IVC conceptually is the very embodiment
of the integrative approach [27].

Porter and Kramer position CSV as indepen-
dent of the concept of sustainability. They even criti-
cize the term “sustainability” as vague [1]. In [2] they
mention sustainability only to contrast it with CSV.
IVC, on the contrary, combines several ideas, and
sustainability is one of them.

CSV puts economic dimension of the shared
value first and is viewed by the authors as a long-
term investment in a company’s future competitive-
ness. Such an approach narrows the role of corpora-
tions in society. As Beschorner puts it “the shared
value perspective regards companies as players with
the ability to calculate benefits, but they cannot be
conceptualized as actors beyond the economic ideo-
logy” [9]. IVC is more concerned with combating
social problems and reaching a higher degree of
integration in society but preserving the viability
of business at the same time, thus resembling for-
profit social entrepreneurship.

CSV is a corporate-centric concept, which
means not only that economic interests of the corpo-
ration are top priority, but also that the corporation
is the ultimate decision maker possessing wisdom
to decide what is good for society, and it does it on
purely rational (profit maximizing) grounds. The im-
portance of stakeholders’ opinion downplayed (“seek-
ing to satisfy stakeholders ... companies cede primary
control of their CSR agendas to outsiders” [1]).

n the contrary, “stakeholders” is a key term

used in the very definition of IVC, and in-

teractions with stakeholders are essential
for creating integrated value: “After identifying, cat-
egorising and prioritising stakeholders, companies
must enter into an active and systematic process of
engagement to find out what the “material” issues of
concern are for these groups” (3]

Among the major concerns articulated by Por-
ter and Kramer in [2], which inspired the creation of
CSV, are the worsening image and falling legitimacy
of business in society. In fact, it is not the image and
legitimacy themselves that matter, but rather the
implications, such as the increased government reg-
ulation of business, which adversely affects business
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Table 1

The differences between the CSV and IVC concepts

sy

\'/d

CSVis a narrower concept, representing one of several
ideas used in the IVC concept

IVCis a more comprehensive and holistic concept at its
core

The CSV concept lies on the intersection of the instrumen-
tal and integrative approaches to CSR

IVC represents the integrative approach to CSR

CSVis not conceptually linked to sustainability by its au-
thors

IVCis rooted in sustainability

CSV emphasizes economic goals. Satisfying social needs
should be integral to profit maximization

The IVC concept stresses the need for addressing the
global social and environmental challenges in the first
place but in such ways that would allow business to re-
main viable

CSV is a corporate-centric concept, which assumes that
the corporation alone decides how to advance societal
well-being and what social problems should be targeted

IVC does not endow business with the exclusive right to
decide what is good for society. Listening to the stake-
holders and identifying their concerns are also important

Social value is created for stakeholders as a positive exter-
nality

IVCimplies intrinsic commitment to stakeholders'interests

CSV was proposed in response to the worsening image of
business in society

IVC was proposed in response to the worsening social, en-
vironmental and ethical conditions

CSV is mostly concerned with removing tensions between
business and society and legitimizing business

ICV aims at removing the sources of disintegration in soci-
ety that create social problems

The authors of the CSV concept use the systems approach
in a fragmentary way

The use of systems approach in the case of IVC is more
explicit, comprehensive, and consistent

CSV focuses on the local overlaps of interests of business
and different societal groups

IVC stresses more fundamental interrelation and interde-
pendence between business and society

CSV may target any number of social issues, including
a single one.

IVC assumes addressing two or more social issues in a
transformative way and taking advantage of synergies

CSVis based on neoliberal ideas

Visser [5] regards neoliberalism as a source of problems

plaguing modern capitalist economy

competitiveness and ultimately economic growth.
CSV aims at harmonizing relations between busi-
ness and society and restoring business legitimacy.

he creation of the IVC concept was inspired

by the aggravating social and environmental

problems resulting from the disintegration
in society and the inability of business organizations
to tackle global challenges within the framework of
then current business models. Thus, IVC aims at
integrating society and reaping the benefits in the
form of the increased value.

If corporations concentrate only on social
problems whose solution offers financial gain, then
the application of the systems approach is limited
and patchy. The authors of CSV use the systems ap-
proach in a fragmentary way, recognizing the inter-
dependence between business and society and urg-
ing business to seek local points of intersection of
business interests with those of society. To be fully
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integrated in society, corporations should balance
the interests of multiple stakeholders, but the in-
terests of some stakeholders can be neglected if the
corporation cannot satisfy them profitably.

Visser uses the ideas of systems theory more
consistently and mentions the failure to apply sys-
tems thinking as a reason for intractable social
problems [5]. Following the systems theoretical line
of thought, he argues that fragmentation leads to the
persistence and aggravation of societal problems,
whereas a higher degree of integration and interre-
latedness of the parts of a system lead to synergies
and the increased total output of the system.

Porter and Kramer are not specific about the
number of social problems to be targeted through
the creation of shared value, although they call for
analyzing both inside-out and outside-in linkages
[1] in order to find as many areas for shared value
creation as possible, and actually welcome those
strategies that serve multiple interests. The IVC
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concept, however, presupposes dealing with several
social issues related to different economies (forces
of integration) and taking several innovative path-
ways with a view to realizing synergies.

Porter and Kramer [2] mention the role of
government and NGOs in imposing obstacles to
business development, and thus preventing busi-
ness from shared value creation. As was mentioned
above, the authors leave all decisions regarding
shared value creation to the company without in-
volving its stakeholders. Companies are encouraged
to create social value only if there are market incen-
tives for that. All this discloses neoliberal founda-
tions of the idea of shared value creation, i.e. CSV
is based on the economic philosophy that supports
free-market capitalism.

Visser, on the contrary, believes that the prob-
lems of modern capitalist economy stem from neo-
liberalism: “Our global apartheid is an economic sys-
tem fueled by neoliberalism” [5]. More specifically, he
names the following characteristics of this economic
apartheid: most benefits being appropriated by the
minority in power, exploitation and abuse of human
rights, unsustainable use of natural resources.

CSV is definitely more appealing for corpora-
tions because it emphasizes economic benefits from
socially responsible behavior. The IVC concept is not
explicit about the economic side of the integrated
value, and it is not quite clear how much emphasis
is put on economic benefits for companies (viability
of business or economic prosperity). Whereas CSV
assumes that corporations should not deal with so-
cial issues that are far from their area of competence
and are not economically promising, the IVC con-
cept does not provide any explicit guidance for the
situation when some acute social problems cannot
be currently tackled through innovations but cannot
be ignored either. Does sacrificing profits for solv-
ing social problems lie outside IVC? If yes, then we
cannot treat IVC as a substitute for CSR but rather
as a CSR strategy, similar to CSV. Otherwise, IVC
represents a business mindset that makes CSR re-
dundant.

The practical implementation of both CSV and
IVC approaches of CSR faces the same challenge
as most forms of social entrepreneurship — how
to measure the social impact produced, especially
if the benefits are long-term. If the shared or inte-
grated value creation philosophy underlies business
strategies, it is important to know whether the stra-
tegic intent produces desirable outcomes. Without
that, it is impossible to distinguish between shared
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(integrated) value creation and what the authors of
the concepts call CSR and associate with expendi-
tures alone. The measurement of integrated value is
still more challenging because the very idea of in-
tegrated value consists in dealing with a number of
societal issues and multiple stakeholders.

CONCLUSIONS

The CSV and IVC concepts that emerged after
more than half-century evolution of CSR represent
attempts to mitigate persistent tensions between
business and society through creating economic
and social value simultaneously and thus aligning
corporate business interests with societal goals. Ini-
tially these concepts were presented as varieties of
CSR, later, however, the authors positioned them as
new paradigms rather than an evolutionary phase of
CSR. This latter claim is based on a narrow defini-
tion of CSR as a non-strategic, peripheral activity
that necessarily comes at a cost. Such an approach
to CSR, from our point of view, disregards the mul-
titude of CSR forms including those that can be eco-
nomically beneficial.

Using a broader definition of CSR, which em-
phasizes the integration of societal interests into
business models without specifying how exactly
these interests should be incorporated, we regard
CSV as a special CSR strategy resulting from the
convergence of the instrumental and integrative ap-
proaches to CSR. At the same time, CSV should not
be equated with CSR because the latter extends to a
broader range of societal problems including those
that cannot be solved without compromising the
bottom line.

The IVC concept, which draws inspiration
from several CSR-related concepts, including sus-
tainability and CSV, represents more comprehen-
sive, holistic approach to CSR. We relate IVC to
the integrative theories of CSR, as the major idea
behind it to integrate society through finding inno-
vative solutions to social problems while remaining
economically viable. Despite the fact that CSV and
IVC share the idea of creating value simultaneously
for business and society, these concepts differ in
some respects. In particular, CSV is a corporation-
centric concept that puts more emphasis on eco-
nomic goals, downplays the role of stakeholders in
corporate decision making, seeks for local overlaps
of business and societal interests thus using the sys-
tems approach in a patchy fashion. IVC is more con-
cerned with removing the sources of disintegration
in society, implies intrinsic commitment to stake-
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holders’ interests rather than creating social value as
a positive externality. Unlike the CSV concept, IVC
is not explicit though about how to deal with social
issues that cannot be solved in an economically ben-
eficial way — whether to ignore them or address at
a cost. Innovative thinking is critical for both con-
cepts but IVC emphasizes the need for disruptive
innovations and requires companies to pursue sev-
eral innovation pathways simultaneously.

he CSV and IVC business mindsets are un-
doubtedly progressive and advantageous for
both business and society and should be used
in strategic management. At the same time, the task
of refining conceptual and methodological frame-
works remains relevant for the successful implemen-
tation of these concepts in business practices. u
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Tutukano B. C. KoHuenTyanbHi ocHoBY ¢pOpMyBaHHA OpraHi3aLiiiHO-eKOHOMiYHOro MexaHi3My NpoLiecHo-
OpPiEHTOBAHOrO ynpaBniHHA

Y cmammi po32nsaHymo meopemuyHi ma iHcmpymeHmabHi 3acadu hopmysaHHS 0p2aHi3ayiliHo-eKOHOMIYHO20 MeXaHi3my. Po3pobaeHo KoH-
uenmyasnsHy mooenb NPoYeCcHo-0piEHMOBAHO20 ypassiHHA eKOHOMIYHUM MOMeHYianom nidnpUEMCMea, AKA CKAAOAeMbcA 3 Memu, yined,
Memodis, BUSHA4AE B30EMO38’30K Cyb'ekmis, (hyHKUil ma 06’ekmu ynpasniHHA. XapakmepucmuKa yux 36’a3Kie 06ymMossneHa 6mnausom 30-
BHIilWHL020 MA BHYMPIWHbL020 CepPedosuLyd, 3 YPaXy8aHHAM 8i0noesiOHOI iepapxii ma 3a80aHHAMU ynpaeniHHA. 3a pesynsmamamu 0ocai-
OeHHA BU3HaYeHo Nidxodu 00 hopMyBaHHA 0P2GHI3AYilIHO-eKOHOMIYHO20 MeXAHI3My ma NPOYECHO-0PIEHMOBAHO20 yrPaBAiHHA, AKe I'PyH-
MYEMbCA HA 302016HUX MPUHYUNAX (CUCMEeMHOCMI, OUHAMIYHOCMI, KOMM/AEKCHOCMI, eheKmMUBHOCMI, YinecrpamosaHocmi, HayKogoi 0brpyH-
mosaHOCMi) ma creyudpiyHUX MPUHYUNAX (MOBHOMU OXONAEHHSA MA 3ay4eHHs eKOHOMIYHUX Pecypcis, MAaHoMipHOCMi ma B1o0xemyeaHHs,
iHHOBAUYILIHO20 PO3BUMKY, EKOHOMIYHOCMI BUKOPUCMAHHS, eheKmusHo20 aOMIHICMPYBAHHS, KOHMPOKD Ma KoopduHayji). 3anponoHoeaHi
MPUHYUMU € OCHOBHUMU 015 BU3HAYEHHA KMKOYOBUX MOKA3HUKIG MPU OUIHIOBAHHI EKOHOMIYHO020 MomeHyiany nidnpuemcmea ma gikcytome
NeBHOI0 Mipoto 0CHOBHI emanu (1020 NpogedeHHA 8 NPOCMOpi Ma Yaci. ABMopPom BU3HAYEHO, WO OP2aHI3auiliHO-eKOHOMIYHUL MeXaHi3m
MPOYECHO-0PIEHMOBAHO20 YrpassiHHA 30iliCHIOEMbCA Ha OCHOBI 3CMOCYBAHHA Memodie ynpassiHHA, mobmo CyKynHocmi nesHux npulio-
Mig 8nausy Ha 06’€Km ynpaeniHHA, WO CpusMb 00CA2HEHHI0 HamiveHux uinel. OCHOBHUMU 30800HHAMU OpP2aHI3ayiliHO-eKOHOMIYHO20
MEXQHi3My NPOUeCHO-0piEHMOBAHO20 YNPABAIHHA eKOHOMIYHUM MOMEeHUian0M MOBUHHI Bymu: popMy8aHHA cmpamezii Po368UMKy Ha 0CHOBI
y3200H(eHOCMI eKOHOMIYHUX iHMepecis, CMBOPEeHHS yMo8 0715 e(heKmuUBHOI peani3ayii KoXHO20 KOMIOHEHMA eKOHOMIYHO20 MomeHyiasny,
po3pobKa ma 8nposadxeHHs 3ax00ie w000 nidBUWEHHs egheKmusHoCMi (i020 BUKOPUCMAHHS, 0P2aHI3aUiA OYiHKU ehekmusHOCMI yripassiH-
CbKUX 8M1/1U8I8. 3aNPONOHO8AHUL 0p2aHI3aUiliHO-eKOHOMIYHUL MeXaHi3m € 6a3080K0 NAAMEPOPMOKD 0418 BCMAHOB/EHHS CUCMeMU eneMeHmis,
Xxapakmepy npouecy ixHboi 830emM00ii ma po3pobKu NpakmuyHuUx pekomeHoayili disasHocmi nidnpuemcme.
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