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Abstract

Giving Back in a Profit-Driven World:
Corporate Social Responsibility in the Mutual Fundustry

By Catherine Putnam Rankin

This dissertation is driven by the overarching aesle question: What is the
institutionalized context within which mutual funtnagers adopt and adapt CSR
practices to fit their unique organizational cu#tdr Each chapter contributes to this
agenda by tackling one part of the research questiGhapter One focuses on the first
part —the institutionalized context by asking: What does the historical narrativ€ 8R
in business discourse reveal about the normataresrds for businesses? The
institutionalized context includes those values aons espoused in business discourse
that shed light on the common meanings and prdsumgfor behavior for corporate
social responsibility. Chapter Two investigates slecond aspect of the questiomow
mutual fund managers adopt and adapt CSR practidegsasking: How do the
institutionalized pressures of CSR manifest themesehmong mutual fund managers?
Finally, Chapter Three addresses the final asgautyaesearch agendatke fit to
organizational culture- by asking: How does the enactment of CSR prextieflect
innovations in organizational culture?
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INTRODUCTION

| grew up in a family investment business wherecattbehavior and moral virtue
were an integral part of every business decisibmugh my parents never talked about
corporate social responsibility (CSR) in so manydsoit was clear that being a good
citizen was part of being a good business. Mymarstressed the importance of best
employment practice, ethical corporate behaviad, giving back to the community. Yet,
when | embarked upon my research agenda, invasiigadrporate social responsibility
within the mutual fund industry, | quickly discoeer that few people relate to an
investment business thatgeod My conversations shared a common thread —
skepticism. When | confirmed that my research $ecion CSR in the mutual fund
industry | usually heard one of three responshke:cynical “Hmm . . . well that should
be interesting”, or the distrustful “Is there any@¥, finally, the mocking “Well you don’t
have much to study then, do you?” These respaismdd come as no surprise as the
investment industry has been mired in shadowsaridal and public distrust. To say the
industry has gotten a bad name is an enormous statlement. These conversations
reflect the sentiments of millions of Americans wdre fed up with the excess and greed
they equate with Wall Street investment firms.

My dissertation investigates how the norms of caaposocial responsibility
direct corporate behavior within the mutual fundustry. This research study is now,
more than ever, essential. My analysis illumingibesdifferent ways that individual
mutual fund companies react given pressures tadd deeds. Not all mutual funds
embrace the notion of CSR, but, a surprising nurdbeso in innovative ways. My focus

on twenty-six mutual fund organizations will hoplgfudispel some of the



overgeneralized tales of greed and corruption loyvelg that CSR is more prevalent and
varied than many assume. By investigating socraibponsible investment (SRI) funds
and non-SRI funds, | can compare and contrast appss and understandings of what it
means to be socially responsible in two types afuaufund firms. SRI funds use
positive and negative screens to evaluate orgaomsabased on social, environmental,
and corporate governance criteria. Organizatioasdhb not meet the standards of the
criteria are excluded from investment portfolioshi socially responsible investing is
one way to interpret the norm or corporate so@sponsibility, it is not the only practice

that indicates that a mutual fund organizatioroaly responsible.

Corporate Social Responsibility

The idea of the benevolefar-profit organization that addresses social as well as
economic concerns is not new. As early as the 4, 98@anizations were revered for
upholding their “responsibility” to extra-profit miges by improving labor standards and
employee benefits (Barnard 1938; Bendix 1956; Red®86: 62-63). Then in the
1950s, scholarly work to introduce and developdircept of CSR gained momentum.
Specifically, Howard Bowen wrotgocial Responsibilities of the Businessr{ied53),
leading to further academic discourse on the topihe 1960s (Carroll 1999).
According to Bowen, social responsibilities of mess referred to “the obligations of
businessmen to pursue those policies, to make thessions, or to follow those lines of
action which are desirable in terms of the objesiand values of our society” (Carroll

1999 citing Bowen 1953:44).



As discussion on the topic of CSR increased inl®&0s and 1970s, so too did
the attempts to define the construct. | have wediseveral prominent definitions here
that Carroll (1999) cites in his review of the axadn of corporate social responsibility.

“. . . businessmen’s decisions and actions takeresons at least
partially beyond the firm’s direct economic or ta@al interest.” (Davis
1960:70)

“The idea of social responsibilities supposes thatcorporation has not
only economic and legal obligations but also cartasponsibilities to
society which extend beyond these obligations.” @dize 1963:144)

“Businessmen apply social responsibility when thegsider the needs
and interests of others who may be affected bynegsiactions, in so
doing, they look beyond their firm’s narrow econorand technical
interests.” (Davis and Blomstrom 1966: 12)

“A socially responsible firm is one whose manadesiaff balances a
multiplicity of interests. Instead of striving grilor larger profits for its
stockholders, a responsible enterprise also takesaccount employees,
suppliers, dealers, local communities, and theondt{Johnson 1971:50)

“. .. social responsibility means the commitmeind dusiness . . . to an
active role in the solution of broad social prob$gesuch as racial
discrimination, pollution, transportation, or urbaecay.” (Eilbert and
Parker 1973:7)

“Social responsibility usually refers to the objees or motives that
should be given weight by business in additiorhtisé dealing with
economic performance (e.g. profits).” Some exawnpf CSR include
“[elmployment of minority groups, reduction in pation, greater
participation in programs to improve the communityproved medical
care, improved industrial health and safety—themkather programs
designed to improve the quality of life are covelogdhe broad umbrella
of social responsibility.” (Backman 1975:2-3)

What all these definitions have in common is theaithat business has an
obligation to society beyond direct profit motivaslegal compliance. More recent

attempts to define succinctly the concept of caposocial responsibility have been less

successful because scholars disagree on the ¢xtehich companies should be socially



responsible, differ on what behaviors fall undsmimbrella, and have been unable to
adequately capture its dynamic nature (see, e gnbey 2009; Campbell 2007; Carroll
1999; Maignan and Ralston 2002; Matten and Moor82B@berts 2003; Rowley and
Berman 2000). These recent academic discussimestéaded to focus on the duplicity
of the concept rather than striving for parsimo@arroll’'s (1999) definition strikes me
as the most useful and enduring conceptualizatiarse his definition for this paper:

CSR involves the conduct of a business so thatatonomically

profitable, law abiding, ethical and socially sugpe. . ...The CSR firm

should strive tanake a profit, obey the law, be ethical, and beady

corporate citizeri.(Carroll 1999: 286, citing Carroll 1983, 1991)

With this definition corporations must balance emoic and legal requirements
with social and ethical considerations. Adhereiocie four standards of economic,
legal, ethical, and philanthropic standards carseauwganizations to fall on a continuum
between “minimal responsibility” and “maximum reggility” (Campbell 2007;

Carroll 1979, 1999; Eells 1956; Walton 1967; Zeki$879). A minimally responsible
organization is one that does not cause harm tostakeholders and seeks to rectify any
harm that has occurred (Campbell 2007). An examfpéEminimally responsible
organization is one that seeks profit maximizatiod refrains from illegal or unethical
practices.

In a “maximum responsibility” view, corporationsv@aa moral obligation that
extends the minimal criteria to positive actionattimprove social welfare (e.g.
Devinney 2009; Marquis, Glynn, and Davis 2007; Mtlfins and Siegel 2001).
Marquis, Glynn, and Davis (2007) define this maxmuew of social responsibility as

“behaviors and practices that extend beyond imntegieofit maximization goals and are



intended to increase social benefits or mitigaat@roblems for constituencies external
to the firm (925).” An organization may fall oretipositive end of the continuum by
engaging in community initiatives that improve thelity of life for people outside the
direct umbrella of the corporation. If we undenst@orporate social responsibility as a
continuum between minimal responsibility and maximresponsibility, we find that
CSR can include several disparate practices inofuguaranteeing employee benefits,
fair labor standards, product safety, commitmemtiversity and equality in hiring
practices, green initiatives, corporate giving, ammity service involvement,
partnerships with the third sector, and corporatmantability and governance standards.

Another way to analyze the problem of corporatea@esponsibility is by
looking at towhoman organization is responsible. Stakeholder thpoedicts that the
power of different stakeholders on the firm willpact the behaviors that corporations
undertake (Campbell 2007; Clarkson 1995; Rober@218llman 1985). Corporations
can claim responsibility to few stakeholders or gnéidevinney 2009). By examining to
whom an organization might be responsible, we @tebunderstand the different ways
organizations justify and participate in CSR. Ifaganization focuses solely on its
economic responsibility, the conception of CSRasow: a corporation is mainly
responsible for itself and its shareholders. Eowists often argue in this vein that
businesses have a simple responsibility — to makeen ee, e.gFriedman 1970;
McMillan 2007; Karnani 2010). Others would citetbrganization’s responsibility to its
shareholders to maximize their wealse¢, e.gUseem 1999).

As you add layers of responsibility — legal, ethiead philanthropic — the

corporation also expands to whom it is respongd®e Figure 1). In legal responsibility,



for example, the organization becomes responsiti@mly to itself, but also
shareholders, employees, and consumers by adheriags proffered by the state. Such
laws can provide standards for equal employmenbdppities, safe labor conditions,

and consumer safety. If an organization focusestical responsibility, the boundary

of where the organization begins and ends fadég ofganization becomes responsible
to all of its diverse stakeholders in providingie#thleadership, practices, and products.
Finally, if we consider the organization to havehdlanthropic responsibility, the
organization becomes responsible to itself, shadens, all stakeholders, and the broader
social good. The organization may incorporate wes of corporate giving,

volunteerism, or community partnerships.

Figure 1: To whom are organizations responsible?

STAKEHOLDERS

SHAREHOLDERS

N

Why Do Organizations Participate in CSR?
While social and economic goals are seemingly unected, organizations may

reference the connections that CSR has to econootizes in their justifications of
6



CSR practice. First, organizations may incorpo@G®R to improve their public image in
response to the visibility on a firm’s negativeisband environmental impact. Second,
organizations may justify CSR based on a belief i@ practices will attract particular
clients or consumers. Third, participation in sdlgiresponsible behaviors might be
justified under the belief that it boosts employearale (Bornstein, 2004; Lounsbury,
2001; Marquis, Glynn and Davis 2007; Rao, 1998)hat is interesting, however, is that
organizations often incorporate corporate socspoasibility without any direct
evidence of these connections.

The organizational benefit of adopting corporateaaesponsibility is unclear.

A 2003 review piece by Margolis and Walsh examitiexlconnection between CSR
practice and corporate financial performance owirgy year period between 1972 and
2002. Of the 127 empirical pieces they assegsea 1972-2002, only fifty-four had
significant, positive associations between soaefgymance and financial performance
when social performance was the independent varidlble ambiguity of these results
suggests that organizations participate in CSRtipewithout a clear understanding of
its economic impact for the firm.

It is common for organizations to make decisionthout a clear understanding of
the consequences. Perrow (2002) argues that “tdmgeks of social life are not subject
to continuous rational inquiry in terms of costsl &enefits, as economists might think,
but are simply taken for granted” (124). In fadrgolis and Walsh (2003) argue that
organizations may be less concerned with econorotoves and more likely to engage in
CSR practice because it's “the right thing to d®8Z%; Galaskiewicz 1997; Tetlock 2000).

Furthermore, they suggest that we, as organizdtsmmmlars, should be less focused on



trying to trying to make the link between sociatl@ctonomic performance and more
concerned with understanding the conditions undeclwan organization can benefit
society. In this dissertation, | investigate thken-for-granted nature of CSR and the
impact that its norms have on the organizatioreddifand individual organizations.
The Debate over CSR

Not all companies connect social and economic aagenth fact, many scholars
argue that corporatiorshould notpursue corporate social responsibility. In 197Gdvi
Friedman wrote the now infamous treatise on CSRasserted that the sole
responsibility of business was to make a profiiediman argues, “there is one and only
one social responsibility of business—to use ibueses and engage in activities
designed to increase its profits so long as itsstayhin the rules of the game, which is to
say, engages in open and free competition witheag¢ption or fraud” (Friedman 1970).
Friedman, a revered economist, was decisive idistaste for the call for corporations to
address social as well as economic concerns. 8ssimen, as agents of the corporation,
should focus on the best interests of the compadytt@ose who hired him — the
shareholders. Friedman’s dismissal of the “saeisponsibilities” of corporations
signaled the beginning of the debate over corp@atel responsibility.

In 1977, the Sullivan Principles were developednggorporations to adopt
corporate codes of conduct. The principles esthbtl by Reverend Leon Sullivan, a
then member of General Motors’ Board of Directessemplified a new era of corporate
responsibility. American corporations widely adegpthe principles that emphasized
equality, diversity, and fair treatment of employe@thin the workforce. In the 1980s,

these principles were extended to include divestrae8outh Africa (Patten 1990). The



investment industry quickly took the lead to folltwese initiatives creating investment
vehicles that excluded stocks from South Africa Hesocially responsible investing
(SRI) movement took flight

Today, the debate continues over whether compahmddfocus on social
concerns as a part of business practice. Dr. Adaelani, economist at Michigan’s
Ross School of Business, recently echoed Friednmegasise on CSR while he, once
again, called corporations to focus on the bottoma-I He argues that “[i]t is the
relentless maximization of profits, not a commitinensocial responsibility, that has
proved to be a boon to the public” or to benef slocial goodWSJ,August 23, 2010).
He even chastised attempts by corporations to tialgoresponsible as simple
extensions of their public relations and marketmgs. Regardless of where you fall on
the debate over whether social concerns shouldpaetaf business practice it is clear
that corporations, regardless of their motivati@rs, incorporating practices of social
responsibility in a multitude of ways. Activititisat fall under the broad umbrella of
CSR are now commonplace throughout the businesmomity — CSR has become a
normal part of organizational practice. Now | toora brief analysis of the mutual fund
industry and why it is an ideal case study for msearch.
The Mutual Fund Industry

The U.S. mutual fund industry has its originsha £920s and 30s with the

development of the first mutual funds in the 1920Boston, the establishment of a

! The origins of socially responsible investing dagek to Biblical times where Jewish laws dictated
money could be invested based on religious andadthalues. More recently, the 1960s progressive
movements raised social concerns about civil rightsnen in the workplace, democracy and peacéhen
1970s and 80s , these issues expanded to includagmiament, labor issues, anti-nuclear sentimenttrend
environment. Individuals, churches, cities, stadsl investment companies proliferated that inoaied
social investment criteria into their investmenhietes (Scheuth 2003).

9



regulatory body for mutual funds in 1934 (the US8curities and Exchange
Commission), and the establishment of the NatiQuahmittee of Investment
Companies (later to be known as the Investment @omjnstitute) in 1940 - a trade
association that would facilitate the industry’adtioning in its regulatory framework
(Fink 2008; Investment Company Institute 2010).

Mutual funds were created by investment comparseanaalternative to once
popular closed-end fund. Mutual funds pool largeants of money among hundreds,
thousands, or even millions of investors. Thesdgare then used by the investment
managers to buy diverse stocks, bonds, or otheriges in line with the investment
company’s investment philosophy. Each investor ¢batributes money to the fund gets
the advantage of the diversified portfolio of thed’s entire pool of investments (Fink
2008).

There are three main factors that make the miinal industry an ideal case
study within which to investigate the institutioizaltion of corporate social
responsibility. First, the American investmentustty has been shocked by several
industry-wide scandals including: the instanceaamfounting fraud in the early 2000s,
the illegal late trading practices of 2003 that licgged over twenty mutual fund
companies, the Madoff investment scandal that danfight in 2008, and, the recent
outcry against fat salaries on Wall Street at ttpeease of Main Street. As a result, the
investment industry is at the center of regulatomgl social pressures to reform. The
investment industry offers a prime case study &m@re how institutional pressures

impact individual organizations as the industrgtisiggling to improve its reputation.
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Mutual fund organizations are, therefore, morelyikkan organizations in other
industries to be currently wrangling with how CSiRgiice can fit into their organization.
The second reason | focus on mutual fund compaimigsrticular, is that a

segment of the industry has formalized the notiosogial responsibility into their
investment product line. Mutual fund companies theorporate socially responsible
investing (SRI) represent a unique form of corgorathat explicitly pursues social as
well as economic goals. In many ways these orgéinizs are part of the social
movement that calls for socially responsible betiaamong their peers. A focus on the
mutual fund industry allows me to analyze compuaedyithe process of
institutionalization among firms that practice SRRd those who do not have a socially
responsible investment product.

Finally, an investigation of the mutual fund indygs ideal because of the
enormous influence it wields on the U.S. econont/ Aamerican corporate culture. At
the end of 2009, mutual fund companies managed®&irillion in assets worldwide
and represented nearly 90 million U.S. investarggstment Company Institute 2010).
This market position coupled with its recent higtof scandal and segment of
organizational specialization puts the investmedustry at the center of political, media,
social movement, and public attention. It can Inecalel for good and bad behavior.
Due to these three factors, the mutual fund ingiustan ideal prototype for my research
agenda.

Gapsin the Research
Previous sociological research has illuminatedahgs in which institutional

norms are developed and how they change orgamzdttructures as they spread across
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organizational fields (Baron et al. 1986; Dobbiraket1993; Kelly and Dobbin 1999;
Dobbin and Dowd 2000; Scott et al. 2000). Insmiodl norms are generally accepted
prescriptions for behavior that become taken-f@amggd and are sanctioned and
rewarded (Parsons 1990). This research traditsrhighlighted how, at the aggregate
level, institutions infiltrate and influence orgaational policies (Kelly and Dobbin
1999), structures (Baron, Dobbin and Jennings 1886t et al. 2000), forms (Dobbin
and Dowd 2000; Fligstein 1985; Navis and Glynn 204 logics (McAdam and Scott
2005; Scott et al. 2000). In their investigatiortiod healthcare industry, for example,
Scott and his colleagues (2000) found that domimestitutional logics in different eras
spurred changes in throughout the healthcare ifielerms of hospital leadership and
structure.

Corporate social responsibility has become thedafiseveral organizational and
management scholars. These scholars provide redretical and empirical support for
1) community differences in CSR (Galaskiewicz 199arquis, Glynn and Davis 2007),
2) the tension between CSR and financial performgiNtargolis and Walsh 2001; 2003;
Waddock and Graves 1997) 3) the ways that CSR itaaganizational identity
(Markowicz 2007; Bartel 2001) 4) the impact of argational leaders on CSR policies
(Martin, Knopoff & Beckman 1998), and 5) instituti@ factors that should impact CSR
(Campbell 2007).

Institutional and corporate social responsib#itjholars have developed a strong
theoretical framework for understanding why orgatians may incorporate practices of
CSR. My research contributes to the researchrbyitlentifying the nature of business

discourse on corporate social responsibility frdd@@to 2010. This historical narrative
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will highlight how different meanings for CSR riseprominence and take on normative
power to signal appropriate behavior for the mufuatl community. Then, | address the
ways in whichspecificorganizations interpret and incorporate these atwa standards
for CSR in business practice. | investigate botireses of homogenization and
differentiation in CSR meaning making and practioeong mutual fund firms. The
dissertation provides rich data and analyses Hbatinate the varying responses of
organizations to normative pressures. My analydidoth extend theory and provide
theory testing in the areas of corporate socigdarsibility, institutionalization,
organizational culture, and organizational change.
Dissertation Outline and Research Questions

This dissertation is driven by the overarching aesle question: What is the
institutionalized context within which mutual funtanagers adopt and adapt CSR
practices to fit their unique organizational cu#tar Each chapter contributes to this
agenda by tackling one part of the research questiGhapter One focuses on the first
part —the institutionalized context by asking: What does the historical narrativ€8R
in business discourse reveal about the normatarestds for businesses? The
institutionalized context includes those values aons espoused in business discourse
that shed light on the common meanings and prasmgfor behavior for corporate
social responsibility. Chapter Two investigates second aspect of the questidmow
mutual fund managers adopt and adapt CSR practid@sasking: How do the
institutionalized pressures of CSR manifest themesehmong mutual fund managers?

Finally, Chapter Three addresses the final asgettyaesearch agendathe fit to
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organizational culture- by asking: How does the enactment of CSR prextieflect
innovations in organizational culture?

Chapter One provides evidence on the normativer@atf corporate social
responsibility in business discourse. Scholars imliestigate institutionalization and
CSR have not yet shown the diverse ways that CSRéeome normative for American
businessqee, e.gMarquis, Glynn and Davis 2007). | recognize ihatitutionalization
of CSR may not necessarily be as absolute or mbiroas one would assume. |
investigate the normative nature of corporate $oegponsibility in business discourse
with its complex undulations and variations. Thistdrical narrative illuminates the
prominent issues and events that shape the discoudifferent periods. | approach this
topic by documenting the emergence and diffusio@8R in the business press from
1990-2010. My content analysis of over 1000 agidfomBarron’s, Business Week,
Forbes, Fortune, Monewnd theWall Street Journalises thematic and content
prevalence codes to map out the institutionalizedext of CSR in business discourse.

Campbell (2007) proposes that businesses thatteparéan environment where
normative calls for [CSR] behavior are institutibped in . . . business publications” will
be more likely to act in socially responsible w&959). | follow his logic and argue that
mutual fund firms will be more likely to act in galty responsible ways based on the
institutional nature of discourse | describe in flea One. An understanding of this
context allows me to next address how particulganizations — mutual funds — interpret
institutional pressures by incorporating common mirggs and practices related to CSR.
Mutual funds are embedded within the broader seoatext of business discourse and,

as such, should be impacted by the thematic pattermd in chapter one. Chapters Two
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and Three investigate how particular organizatitimsse who have a socially responsible
investment product versus those who do not, vatleir identification and reaction to
institutional pressures. | focus first on the wehet organizations react in homogenous
ways and then on their differentiation. My datahecfrom semi-structured in-depth

interviews within twenty-six mutual fund organizats half of which have a SRI product.
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CHAPTER I: Institutionalized Shifts of Corporate Social Responsibility

“[Clorporate social responsibility (CSR) has becartsusiness imperative. Newspapers,

magazines and books glowingly describe the busipessfits of behaving responsibly—
and caution managers about the business riskp@draCSR performance. Executives

are repeatedly informed that by demonstrating confog the environment, human
rights, community development and the welfare efrtemployees both in the U.S. and
abroad, they will make their firms more profitabldeir firms will gain a competitive
advantage by appealing to the growing numbers @aip and environmental oriented
consumers, investors and employees.”

- Forbes,10/16/08

G.E. launches an ecoimagination initiative, LiaiBbrne educates consumers on
domestic violence, Unilever ceases investmenterSihdan, Starbucks extends benefits
for employees with disabilities, AIG names indepamtddirectors to its board, and Abbott
gives away AIDS drug to developing countries. Eheisparate actions have all been
labeled, in the business press, as examples ob@igsocial responsibility (CSR). As
these accounts reveal, organizations adopt mafereiit practices under the rubric of
CSR. This chapter analyzes business discourseX8@@ to 2010 to reveal multiple
facets of corporate social responsibility. Asedan the introduction, CSR practices fall
on a continuum from “minimal” to “maximum” respobgity and involve “the conduct
of a business so that it is economically profitatdes abiding, ethical and socially
supportive. ....The CSR firm should strivartake a profit, obey the law, be ethical,
and be a good corporate citizefCarroll 1999: 286, citing Carroll 1983, 1991).

Through analysis of business discourse from 19D1d, | investigate the
historical process through which meanings aboytamate social responsibility reflect

current social, political, and economic realitidhis chapter illustrates how these
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realities change over time impacting what is com®d socially responsible behavior
(Campbell 2007). By investigating the historicalmative of CSR, we can better
understand the normative standards that are prasbuosiness discourse. Then,
subsequent chapters will reveal how these standasct the process through which
firms incorporate different tenets of corporateigbi@sponsibility.

My overarching research question addresses theuiraalized context within
which mutual fund managers adopt and adapt CSRigeado fit their unique
organizational culture. In this chapter | addibesfirst part of this research questitme
institutionalized contexby asking: What does the historical narrativeud§eSR in
business discourse reveal about the normative atdsdor businesses? The
institutionalized context | refer to here includeese values and norms espoused in
business discourse that shed light on the commamimgs and prescriptions for
behavior for corporate social responsibility. Vd®p a historical narrative that identifies
key themes and events that shape discourse abéufr@@ 1990 to 2010. This narrative
provides evidence on periods of cultural changé®iR discourse and its meanings for

the current business community.

LITERATURE REVIEW
CSR and Cultural Change
Swidler (1986) defines culture as symbolic vedsabf meaning, including
beliefs, ritual practices, art forms, and ceremsnas well as informal cultural practices
such as language, gossip, stories, and ritualaibf life. These symbolic forms are the

means through which ‘social processes of sharindeamof behavior and outlook within
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[a] community’ take place” (273, quoting Hanner@&69: 184). Culture often provides
the lens through which actors make sense of theitdw American corporations must
turn to cultural forms to interpret and understémel appropriate ways to behave.
Analysis of the term “corporate social respondijgilin business discourse reveals how
different meanings attributed to CSR arise to pr@nce and take on normative power.
This analysis establishes the historical narratiiv€ SR from 1990 to 2010.

In their analysis of “keywords”, one cultural magstation, Ghaziani and
Ventresca (2005) analyze how shifting meaningafparticular keyword, “business
model”, represents cultural change. They argue‘fkgeywords chronicle and capture
cultural change by creating common categories afmmg” (524). By investigating how
CSR takes on new and multiple meanings over timeameunderstand how cultural
changes impact the normative standards that arendom(524;see alspBarley and
Kunda, 1992). Media coverage of cultural produictsiuding discourse surrounding key
words, can indicate what meanings are seen agted@ during particular time periods
and how these meanings evolve over time (Bourdd®B;1Ghaziani and Ventresca 2005;
Janssen, Kuipers and Verboord 2008; Deephousewiurtan, 2008).

Cultural change and its institutionalization isymamic process (Zucker 1977).
“Institutionalization” refers to the process thréughich norms or patterns of behavior
attain a rule-like status and become taken-forigfJepperson 1991). Institutional
scholars are particularly interested in the wags$ ttominant interpretations win out
among many alternativesde, e.gFligstein 1985; Dobbin et al. 1993; Kelly and Dabbi
2000). They have identified several ways in whighliwral change occurs. In this chapter

| will investigate three of these processes. Tils process of cultural change is
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institutional isomorphism, the second is througmpeting institutional logics, and the
final is through deinstitutionalization. Thouglesie three processes are theoretically
distinct, in practice they are often intertwineth their introduction to the special issue
on institutional change, Dacin, Goodstein, and §@&02) highlight the ways that
isomorphism acts in combination with other sourmfeshange including
deinstitutionalization and competing institutiofedics. My analysis reveals how each
of these processes of cultural change interacgubm example of representations of

corporate social responsibility in the businessgfeom 1990 to 2010.

Homogenization of Cultural Meaning: Institutional | somorphism

Institutional theorists suggest that organizationgarticular organizational fields
come to look alike over time — they become homagghin terms of organizational
structure (Fligstein 1985), employee policies (Bafdobbin & Jennings 1986; Kelly and
Dobbin 1999), and business strategies (Dobbin aneldd1997). DiMaggio and Powell
(1991) develop the concept of isomorphism to expleiy there has been, in general,
increasing homogenization within organizationald$e They assert that three
mechanisms influence the adoption of isomorphic @by organizations within a field:
(1) coercive isomorphism, (2) mimetic isomorphismg (3) normative isomorphism. In
this chapter, | investigate how these pressureacdingrganizational fields at an
aggregate level — through business discoursehelméxt chapter | will investigate how
specific pressures can impact individual mutuatifonganizations.

Coercive isomorphism occurs when both formal arfiormal pressures are

imposed on an organizational field or industry lbgse in power. These coercive
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pressures can include laws, court cases, or gowwrhmandates which constrain the
ways in which businesses can act. Mimetic isomisrmphncludes the process under
which organizations, when confronted with uncetigiwill adopt organizational models
that they have seen to be successful. Organizatlhcopy the model used by other
organizations that they see as powerful or sucekastors in the field. Finally,
normative isomorphism stems from professionaliratiDiMaggio and Powell define
professionalization as “the collective struggler@mbers of an occupation to define the
conditions and methods of their work, to contra fhroduction of producers’ and to
establish a cognitive base and legitimation foirtbecupational autonomy” (70).
Industry associations are often arbitrators théihdeappropriate practices and policies
for their industries. The development of thes@aissions, and their self-regulatory
adoption of best practices, can pressure actolsnaatrganizational fields to act in
similar ways.

In 1992 the professional trade association Busif@sSocial Responsibility
(BSR) formed to address issues of corporate soesglonsibility in the global
marketplace. The formation of BSR signaled aanatt by industry leaders to form a
self-regulatory body to improve corporate sociafgenance (Tashman and Rivera
2010). BSR is unique in that it is a business @asion that engages with companies in
multiple industries. Other professional assocregim the area of CSR tend to focus on
one industry or specific social responsibilitieg(eThe Social Investment Forum
(socially responsible investing), CERES (investamgl sustainability)). BSR currently
has over two-hundred fifty members including McDidf'eg Gap, General Electric, Ford

Motor Company, Nike, Wal-Mart, Walt Disney, and $d¢http://www.bsr.org/en/ our-
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network/member-ligt Normative isomorphism occurs as a result o@igtdes engaging

in self-regulatory practices and following bestqi@es or standards set forth by
professional associations. | expect that the ftionaf Businesses for Social
Responsibility in 1992 will impact the discoursesmtial responsibility by increasing its

prominence in the period following BSR establishimen

Hypothesis 1A: Following the incorporation of Busiress for Social
Responsibility, discourse on corporate social respsibility will increase.

| expect coercive isomorphism will help explain soamanges in discourse
surrounding corporate social responsibility. Disse on CSR is fraught with discussion
over whether organizations have a legal obligatittocomply with socially responsible
standards or whether they are act of their ownraccBollowing the accounting and
mutual fund scandals of the late 1990s and ea®@20n particular, coercive pressures
became manifest including government mandatespcatg criminal liability cases, new
investment laws, and extensive SEC regulatione Sdrbanes-Oxley Act of 2002, in
particular, vastly expanded the standards for lassifpractice and governance.
According to Ball (2009), “the Sarbanes-Oxley Aobyides the most extensive
regulation of the securities markets since the fesI Act of 1933 and the Securities
Exchange Act of 1934, which among other thingstea#the SEC” (290). The Act
substantially expands compliance and reportingdstaits for U.S. business. Following
its implementation we would expect discourse on @sfcus on compliance and
governance issues while other topics such as emmieatalism should decrease.

Coercive pressures create constraints on orgamizathat limit the number of acceptable
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strategies that organizations can take. This leadsmorphism or homogenization of

meaning systems.

Hypothesis 1B: Discourse related to CSR will shownaincrease in emphasis
on governance and compliance issues in the periodreounding the Sarbanes
Oxley Act of 2002. Other themes should decrease pmominence.

On May 17, 2005 General Electric released its-Bratr “Citizenship Report”
(WSJ5/16/2005). A June 27, 2005 articleBnsiness Wedkcused on General
Electric’s report expressing the view that “GE isyanagement trendsetter . . . other
companies are sure to follow suit in their anneglorts” Business Week/27/2005).

The General Electric report focused on the firmégdwvior in the areas of corporate
governance, the environment and corporate respbtysilm general. According to the
theory of mimetic isomorphism actions by leadin@lcompanies should impact the
organizational field by increasing attention to tbpic and, ultimately, changing
organizational behavior. In this chapter | focashow discourse is impacted by mimetic
pressures. | expect that discourse on CSR witeame following General Electric’s

historical “Citizenship Report”.

Hypothesis 1C: Following the publication of the GECitizenship Report
CSR discourse will increase.

Fluctuationsin Institutionalization: Shifting I nstitutional Logics

While the model of homogenization has consistelnglgn illustrated in
organizational studies, scholars also suggestthairal models are sometimes in
conflict. Institutionalization is often a “contest’ process (Friedland and Alford 1991).
Cultural categories of meaning are in debate wihpgrosing categories or “logics” exist

to counter the validity of the category. Institutal logics include “the belief systems
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and related practices that predominate in an orxgéional field” (Scott 2001: 139;
Friedland and Alford 1991). Friedland and Alfor®91) assert that when institutional
logics are potentially contradictory individualsyoaxploit the contradictions in the logics
to transform existing relations in society (232).

Corporate social responsibility can be seen agypeeof belief system or cultural
model that can be both in alignment with and inflecinwith other institutional logics.
The underlying principles behind CSR are that ogions have a responsibility to
something outside primary business returns. Lagitse business world often see this
as counterintuitive. Business leaders, econonasis politicians offer a counterlogic to
CSR when they argue that organizations only haesponsibility to their shareholders
and the bottom linesge, e.gFriedman 1970; Drucker 1984, Karnani 2010). Atkens
prominent business advocate, argued in a 2006 E@dimamentary on social
responsibility that “the notion that the corporatghould apply its assets for social
purposes, rather than for the profit of its own#éte,shareholders, is irresponsible”.

Swidler (1986) suggests that during “contested'umsettled” times cultural
models are in competition with other cultural framoeks, or, logics (279). Contested
times include periods where the meaning of theucalliconcept in question is under
attack or new issues arise that force a reinteapoet of the cultural concept. Ghaziani
and Ventresca specify these unsettled times as ‘@ntsmwhen incumbent institutional
arrangements are in transition and contested ihqiatk” (528). These moments or
events occur when a particular viewpoint, eitherdioagainst the model, is expressed.
Following a contested time discourse on the tapiguestion should increase (Swidler

1986, 2001; Ghaziani and Ventresca 2005).
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Hypothesis 2A: Following a contested time in CSR dcourse the overall
prominence of the discourse will increase.

Fluctuationsin Institutionalization: Silencein the Debate

Institutional theory suggests that institutionatian — the attainment of a
normative or taken-for-granted status — is a dyegmcess that can include periods of
deinstitutionalization and reinstitutionalizatialepperson 1991). The process of
institutionalization is not fluid. Instead, in tifent time periods prominent cultural
themes surrounding CSR may weaken or disappeantieganore or less
institutionalized (Jepperson 1991; Scott 2001)inBtgutionalization, or an exit from its
taken-for-granted nature, could take place follapancontested time in the discourse
surrounding a particular theme (Friedland and Alf®991). For example, slavery
became deinstitutionalized in our country only aftears of struggle and debate

surrounding the practice. In today’s discourse weld not find attention to the topic.

Hypothesis 3A: A decline in the discourse surrounaig a particular CSR
theme -- time of silence — following a peak in thdiscourse — a contested tim
— will represent the deinstitutionalization of thataspect of CSR.

D

Alternatively, scholars suggest that once a caltconcept has become
institutionalized that signals that is has becoakem-for-granted and no longer needs to
be debatedsge, e.gZucker 1991). The process here is similar to the
deinstitutionalization process where there is @oplenf heightened debate followed by a
decline in the debate. In this case, the siles@aused not by deinstitutionalization of
the theme as part of the concept but, rather, paration and acceptance of the concept
into common meaning and practice. The theme bes@mevidely accepted that it no

longer needs to be discussed. Suffrage of wonoemextample, is a cultural change that
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is rarely discussed despite the initial controverggr its implementation. The lack of
discussion on the topic here would signal that aomoman’s right to vote is taken-for-

granted.

Hypothesis 3B: A decline in the discourse surroundyg a particular CSR
theme — time of silence — following a peak in theigtourse — a contested tim
— will represent the taken-for-grantedness, or reistitutionalization of that
aspect of CSR.

D

RESEARCH DESIGN: METHODS AND DATA

Data

In order to investigate the institutionalized @xitof corporate social
responsibility in business discourse | identified most prominent U.S. business
publications, according to circulation numbers dacdation of publication. These
publications include four magazindusiness Wegkveekly)Money(monthly),Forbes
(biweekly), Fortune (biweekly), and two newspapeiihe Wall Street Journgtaily) and
Barron’s (weekly). These publications provide an histdramaerview of the nature of
business discourse dedicated to corporate sosjpbnsibility. They were chosen
because they target and reach the most businesssdar U.S. publications — the six
publications have the highest circulation numbertheir category of business
publications (see Table 1).In addition, business executives frequentlynefeed these

publications in our formal and informal conversago

2 Circulation numbers come from Gales Directory nbRcations and Broadcast Media. 2009. “U.S. and
Canada Regional Market Index”. 144ed., Volume 4tdEdLouise Gagne. Farmington Hills, MI: Gale.
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Table 1: Business Publications Description

NAME ORIGIN | PUBLISHER FREQUENCY CIRCULATION?®
Barron’s 1921 Dow Jones & Ca. Weekly 304,658 (paid)
Business Week 1929 McGraw Hill Weekly 985,029 (paid
Forbes 1917 Forbes Bi-weekly 925,959 (paid)
Fortune 1930 Time, Inc. Bi-weekly 857,309 (paid)
Money 1972 Time, Inc. Monthly 1,942,531 (paid)
Wall Street 1889 Dow Jones & Co| Daily 2,083,660 ( M-F
Journal 2,085,852 (Sat.)

This chapter is based on article abstracts puldislueing the twenty year period
between January 1990 and December 2009 withinxHasusiness publications selected.
| searched ABI/Inform, EBESCO, and the individuabfications, where necessary, to
capture all abstracts of articles during this petiat discuss corporate social
responsibility. 1 searched for the following termsorder to capture the diversity of
articles that fall under the concept of CSR: coap@responsibility, social responsibility,
socially responsible, social action, corporatezeitiship, the responsibilities of business,
business ethics, business responsibility, resptasiteesting, social investing,
responsible mutual funds, community outreach, comtyservice, philanthropy, giving
back, charitable giving, and corporate giving.

These search terms were chosen based on key wderdgied in my scholarly
readings, pilot interviews, and during the inisalarch process. These terms were
frequently used in the literature and among orgaional respondents as being part of
the broader term corporate social responsibilifyeAconducting the initial searches for
each term, | reviewed the results by examiningatb&tract of each article found. |

removed from the sample articles that did not fitinctlusion criteria. Abstracts that fit

% Gales Directory of Publications and Broadcast Me#@D09. “U.S. and Canada Regional Market Index”.
144ed., Volume 4. Editor, Louise Gagne. Farmingtdts, MI: Gale.
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the inclusion criteria were saved into a Word doeotfor later analysis. The final

sample of articles included 1042 unique abstraes [Table 2).

Table 2: Sample Characteristics

PUBLICATION N IN SAMPLE AVERAGE word count
Barron’s 112 1171.78

Business Week 166 946.31

Forbes 69 976.59

Fortune 85 1868.13

Money 22 1761.48

Wall Street Journal 588 767.73

Coding Procedures

Once my population of 1042 articles was identifiegstematically coded each
abstract in an Excel spreadsheet using methodsndéist analysis (Krippendorff 2004;
Neuendorf 2002). Several sociologists use coraealysis in their investigations of
cultural institutionalization and changeegé e.g., Ghaziani and Ventresca 2005; Janssen,
Kuipers & Verboord 2008). Ghaziani and Ventres¢a®05) analysis of the keyword
“business model” employs a similar approach to eonanalysis in looking at journal
abstracts and coding the content of these for durinalysis while Janssen, Kuipers &
Verboord (2008) used several researchers to codéearin their entirety.

Content analysis coding classifies each documeniebgrmining the presence of
certain words, concepts, themes, or phrases wiis or sets of texts that are inherent
to the text and relevant to the researcher’s topstudy (Krippendorff 2004; Neuendorf
2002). Coding categories can include content ifleasons (e.g. reporting department,
type of organization, name of organization, locatd incidence) and thematic or

categorical classifications (e.g. type of incidermresence of weapon, presence of
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gunfire; number of deaths, number of injuriestodled each abstract for article content,
thematic, and prominence (wordcount, page #) cddgstode list can be found in Table

3.

Table 3: Code List
Dichotomous: 0/1 Nominal/ Continuous Ordinal
Categorical

product safety; consumer rights/health; Article Title
shareholder/client rights; employee benefits;
board/management governance; executive Article Type Page # PUBID
compensation; terrorism/foreign relations/HR;

sweatshops/worker rights; transparency/discloslizdils][{ef=1ile]y

environment; investment policy; religion/moralit

volunteerism; corporate giving; personal

philanthropy; scandal/illegal/wrongdoing;

Word Count Date

PR/profitability/performance; professional
standards; government regulation;
mimicry/success stories;
diversity/women/minorities;

NGOs; animal rights; community dev/disaster
relief; education/children

The thematic codes were developed in several phdSest, | identified themes
that were prevalent in the academic literaturexasnples of CSR behavior: corporate
giving, investment policy, environmental concetnsard and management governance
issues, and employee benefits. Additionally, luded some codes from organizational
literature to assess the impact of governmentggsibnal standards, and mimicry. Then,
| selected a small sample of initial abstractsadecand identified additional themes (e.g.
diversity, animal rights, NGOs). The list of codmstinued to expand and was
reorganized as | tested the existing code list grarticle abstracts. Furthermore, some
of the thematic codes were consolidated duringadtedt the coding process as | realized
they were measuring the same or similar concdpts.example, board/management

governance and executive compensation were combited “GOVERNANCE/
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COMPLIANCE” code and employee benefits and swegtsharker rights were
combined into an “EMPLOYEE/WORKER” code. Finalsgme codes were thrown out
as | recognized they were not a useful source aliyars, confusing, or subjective (e.g.
social mission).

| coded each abstract for two main types of codegle identification codes, and
thematic codes. Article identification codes irt#d title, page number, word count,
date, publication, and publication id. Thematide®were coded using a dichotomous
scale referencing whether each code was presém imbstract. For example, if an
article referred to socially responsible investing “investment policy” code would be
assigned a value of 1. If the article did not rédesocially responsible investing the
article would be assigned a value of O in thatgate Each document was
systematically coded using an excel spreadsheptantify the presence of each code in
an objective manner. | then imported the data 8R&S, a statistical software program,

to conduct further analysis of the frequencies gattierns of the codes over time.

RESULTS AND DISCUSSION
Historical Narrative
In his review of the evolution of the definition odérporate social responsibility,
Carroll (1999) examined how the concept developdtié academic community from
1950-1990. His account reveals that the “modeamiception of CSR first appeared in
Howard Bowen’s 1953 boolkSbcial Responsibilities of the Businessmawhile his
account reveals the different ways that acadenetisetl the concept, he does not

highlight the prominence of this term in businessourse. My analysis begins in 1990
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by looking at the nature of the discourse on CS&uré one shows the distribution of

articles on corporate social responsibility fron®@%o 2010.

Figure 2: Frequency of CSR Articles 1990-2010
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There are three main time periods of heightensdadirse on the topic of CSR:

1990-1993, 2001-2002, and 2006-2007. The discanrtes first time period was
unique as specific references to “social respolitsibt or “business ethics” were

minimal (see Figure 2). Where they did occur, n&fees to “social responsibility”

referred to “socially responsible” investing. Algs, instead, often talked about being

“charitable”, “corporate charity” and “corporateifaimthropy”:

“Many companies now insist on some "payback” fardhble giving,
and are focusing this "strategic philanthropy" @pylar causes, including
the environment, education and child car&/SJ 10/11/1990)

* This includes references to “social responsibilitgocially responsible” and “corporate responkii.
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“Wealthy multinational US companies have recentigged formal
internationalphilanthropyprograms as part of their global business
strategies. With foreign markets playing a greedés in the earnings
outlook of US multinationals, companies are takpagns to project a
positive image abroadBlsiness WeeRk/25/1991).

“To justify their giving, many companies target dtias more directly
related to their operations. Kraft General Foods ttonates about $10
million in foodstuffs annually to food banks andshdevoted much of its
foundation's $16.4-million budget to eradicatingdtmood hunger”
(Business Weel1/2/1992).

“Corporate charity is swelling for the holidays¢lnding programs to
support groups such as Meals-On-Wheels Americdaad food banks.”
(WSJ,11/19/1992)

“Black business owners often have higher socialcratitable
expectations placed upon them by their communi{(@s3J,4/3/1992).

“Discusses how Portland, Oregon businessman atangimiopist Robert
Pamplin Jr. argues that successful business peagkemore to bring to
the table than simply money. Applying the entrepreral spirit to charity
(Forbes,10/19/1992)

Figure 3: References to Social Responsibility anduBiness Ethics
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In the second two time periods 2001-2002, and ZWI the terms “corporate
social responsibility” and “business ethics” wererenwidely used. The responsibilities
of business had expanded from “charity” and “phthaopy” to broader concepts that
included multiple facets of responsibility. Thents “social responsibility” and
“business ethics” were formalized to encompass naditlyese responsibilities (see
Figure 3). These references often list multiplspdrate practices as falling under CSR:

On Mar. 7 the International Organization for Staddzation (ISO) will tackle

global guidelines for corporate social respongipill he voluntary standards are

likely to suggest reasonable child-labor police®mote equal opportunity for
employees, ensure safe working conditions, and eade proposals about
philanthropy Business WeeR/14/2005).

DuPont is at the cutting edge - and maybe oveetlye - of the movement to

make corporations more socially responsible. Blikeparound any number of

FORTUNE 500 companies, and you will find peoplepgtang with a host of

unexpected issues, from renewable energy to glminadrty Forbes,6/23/2003).

In the next section | analyze specific themes thsé to prominence in discourse

on corporate social responsibility and how spea@fients spurred these heightened

periods of discourse.

Distribution of Corporate Social Responsibility Themes

Seven main themes dominated business discourserparate social
responsibility between 1990 and 2010. These themes referenced in over ten percent
of the universe of articles: the environment (2586)yporate giving (19%),
consumer/shareholder rights (17%), employee/wdskeefits (13%), investment policy

(12%), governance/compliance (12%), and commurgtsetbpment (1098) Table 4

® These percentages do not add up to 100% as déuth eould reference more than one theme.
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reports the percentage of articles that talked ath@useven main themes in any given

year.

Table 4: Seven Main Themes by Year
ENVIR CORP. CONSUM EMPL/ INVEST. GOV/ COMM.

GIVING / SHARE. WORK POLICY COMPL DEVEL

1990 47% 17% 11% 6% 6% 4% 1%
1991 29% 22% 20% 4% 9% 5% 13%
1992 22% 23% 15% 15% 3% 7% 15%
1993 12% 25% 18% 10% 9% 6% 27%
1994 6% 31% 12% 8% 12% 0% 29%
1995 5% 28% 16% 9% 7% 7% 16%
1996 8% 9% 8% 40% 13% 8% 11%
1997 31% 12% 16% 14% 8% 4% 12%
1998 9% 22% 16% 9% 16% 6% 19%
1999 37% 26% 4% 11% 19% 0% 11%
2000 20% 22% 24% 2% 22% 7% 5%
2001 17% 21% 21% 21% 28% 7% 7%
2002 17% 5% 20% 14% 12% 39% 0%
2003 14% 11% 25% 7% 5% 41% 2%
2004 23% 8% 19% 13% 27% 25% 4%
2005 28% 21% 23% 19% 17% 21% 11%
2006 38% 13% 23% 13% 12% 17% 10%
2007 49% 13% 17% 12% 12% 4% 3%
2008 36% 22% 17% 19% 25% 6% 3%
2009 38% 31% 4% 12% 15% 15% 4%

Other minor themes that were found in the discodtseng this time period
included: diversity, education, volunteerism, peedghilanthropy,

disclosure/transparency, human rights/terrorisrd,ammal rights.
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Research Hypotheses

Hypothesis 1A: Following the incorporation of Busiresses for Social
Responsibility in 1992, discourse on corporate s@tiresponsibility will
increase.

Hypothesis 1A suggests that following inceptiortho$ multi-industry initiative
to focus on corporate social responsibility disseunver corporate social responsibility
should increase. Industry associations provide stawdards for behavior and their
actions can spur new CSR activity. Business dismshould reflect this increase in
socially responsible discussion and behavior aemuadia attention will be paid to the
new standards and increased business actiddevAYork Timepiece on June 10, 1992
highlighted the founding of Businesses for Sociesponsibility saying:

“A group of more than 50 businesses is set to duce a new "trade

organization for sociakesponsibility” in Washington today. The group,

which will be called Businesses for Sodrgsponsibility, intends to

support stricter environmental and safety regutetias well as investment

in a wide variety of health, education and welfaregrams.”

In order to evaluate the impact of the foundatbBusinesses for Social
Responsibility (BSR) had on business discoursekdd at the three year period
surrounding its inception 1991-1993. My data réveat this time period was important
in terms of normative isomorphism. Only thirty-faarticles in my entire population of
1042 focus on professional associations or indistaigdards. Ten of these articles
appeared in the 1991-1993 period when BSR was fi{i@91= 1; 1992= 5, 1993= 4).
By looking at the twelve month period prior to fleendation of BSR (June 1991-May

1992) versus the twelve month period following yJ18#92-June 1993) we should find an

increase in articles that focus on CSR in the sgtiome period.
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My data show that eighty-two articles focused orpocate social responsibility
in the first time period while seventy-nine artl@ppeared in the time period following
BSR establishment. This data suggest that incatjpor of BSR — a professional
association dedicated to social responsibilityd-rdit have a major impact on media
discourse. It is unclear whether the establishmEBISR actually spurred an increase in
business activity and discussion of CSR. Schalfien critique organizational responses
to CSR as mere “window dressing”. Organizationsgkample, say they are socially
responsible (and publish this in organizationalemnats) without actually changing
corporate policies (Aguilera et al. 2007). Perhiyesfoundation of Businesses for Social
Responsibility did little to change actual orgatiaal practices but instead was purely

symbolic. Media attention, therefore, may not hemeeased in response.

Hypothesis 1B: Discourse related to CSR will shownaincrease in emphasis
on governance and compliance issues in the periodreounding the Sarbanes
Oxley Act of 2002. Other themes should decrease pmominence.

In order to analyze whether discourse was impaayeitie passage of the
Sarbanes-Oxley act of 2002, as hypothesis 1B stegjdsanalyze a five year snapshot.
Figure four shows how the seven prominent themes distributed in newspaper

articles referencing corporate social responsyifit2000 and 2001.
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Figure 4: Distribution of Themes 200(-2001
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Several themes dominate this time period includl@genvironment, corporate givir
and consumer/ shareholder rights. Governance @mgl@nce issues are mentioned |
minority of articles -seven percet of articles for each year. By looking next ¢

snapshot of 2002-2004 Figure 5 we see a substar shift in theme distribution

Figure 5: Distribution of Themes 200:-2004
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For 2002 and 2003 especially, the governanc: compliance theme explod

onto the scene. This theme was minor player ipralious years mentioned in under
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percent of articlesseeTable 4). With the introduction of the Sarbanede® act
discourse on governance and compliance surges gagi9% of the discourse in 2002
and 41% of the discourse in 2003. Furthermorehallbther themes in the discourse
decrease their prominence except for the envirohmbkith maintains a 17% stake in the
discourse. The second main theme, consumer anehsi@er rights, does not decline as
significantly but it co-occurs with the governara®hpliance theme in 48% of the
articles in 2002 and 2003. This signifies thatifsomer and shareholder rights” theme
overlaps the theme of “governance/compliance”. €ldeta show support for hypothesis
1B: Discourse related to CSR shows an increase in esigpba governance and
compliance issues in the period surrounding theé&as-Oxley Act of 2002.

The Sarbanes-Oxley Act represents an expansiveizceg@ressure that is
introduced in 2002. The Act included extensiveutatpry standards for organizations in
reaction to major accounting scandals. The Adired new regulations that addressed
corporate accounting, disclosure, and board ovetr§iall 2009). As my data suggest,
introduction of this Act shifted the focus of corpte social responsibility discourse.
Articles about CSR now discussed issues of comgdiamd governance instead of other
CSR themes that had been predominant. The definiti what CSR entailed was altered

by the coercive pressure.

Hypothesis 1C: Following the publication of the GECitizenship Report
CSR discourse will increase.

A final indicator that homogenizing forces arenatrk in business discourse is
proposed by my last hypothesis on institutionaiegohism. Mimetic isomorphism

suggests that the actions of powerful or successfistry leaders will attract attention
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of other organizations and bring focus to the t@ficorporate social responsibility in
business discourse. The General Electric CitizprRbport of May 17, 2005 should
garner attention to issues of corporate socialoesipility including discussion over
whether other companies follow suit.

In order to test this hypothesis | examined CSRalirse in the twelve month
period before and after the May report. The firse period (May 2004 - April 2005)
forty-five articles focused on corporate sociaba@ssibility, there was only an increase
of six articles (N=51) in the second time periodn@ 2005 — May 2006). A closer look
at the qualitative nature of the articles does akaeggreater attention to socially
responsibleeports. This attention, however, comes over a year afteés Giiiative. A
September 2006 article in théall Street Journalfor example, suggests that General
Electric may have been too early in the reportiryement to impact the practices of
other firms. The article revealed results of agtthat showed that “[m]ore large
companies are aligning disclosures related to gwaral-responsibility practices with a
set of international guidelines.” Steve Lippmamanagement scholar, explained that
companies are slow to adopt CSR reporting pracbeeause “[t]here's a little bit of a
case of 'follow the leader' here. Companies doafitwo be really out front or really

behind” (Boessenkool 2006, B6).

My second hypothesis investigates how competing$oglter the narrative of
corporate social responsibility. To test this hjyesis | first needed to identify a time
when the concept of corporate social responsibieg being contested. One such time
occurred in late November 2006. Three articlesecant within a week that questioned

the validity of corporate social responsibilityn @ovember 24, 2006 th&all Street
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Journalpublished an Op-ed by Henry G. Manne titled “Ivilteriedman Was Right”.
Mr. Manne reopened the debate by highlighting siifenand weaknesses of Friedman’s
original argument. A few days latEorbespublished a commentary by Betsy Atkins,
then CEO of Baja Ventures. Her discussion questidhe validity of organizations
applying their assets to “social” endeavors. Themecember 1, 2006 thWall Street
Journalpublished a response to Mann’s as Professor ohBasiWilliam C. Frederick
lent his opinion and critique of corporate socedponsibility by asking “Do corporations
have an inherent social responsibility”. Thesegharticles signify a contested time in
the discourse surrounding CSR.

In order to test hypothesis two | looked at themsbnth period prior to the
contestation (May 1, 2006-October 31, 2006) andsthenonth period following the
contestation (December 1, 2006-May 31, 2007). & hypothesis predicts that

following the contested time discourse on CSR ghmdrease in the business press.

Hypothesis 2: Following a contested time in CSR disurse the overall
prominence of the discourse will increase.

In the six month period prior to the contestafiptay 1, 2006-October 31, 2006)
twenty-six articles were published that discussaparate social responsibility. In the
six month period following the contestation (Decemb, 2006-May 31, 2007) almost
twice that many, forty-one articles, were publisirethe discourse surrounding CSR.
Another way to look at prominence in the discowSESR is to look at the average
word count of these articles. Hypothesis two presdihat the articles in the second six-

month time period would also increase in size. @& do not support this preposition;
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as the average word count was practically the dantbe two time periods: 1187 vs.
1180.

Front page placement is another way to investigaether the prominence of
CSR discourse increased between the two time periGthyman and Reisner (1998)
stress the importance of front place placementtafi@s in garnering greater attention
and exposure to a publication’s readership. Hawd at the first six month time period
only two articles appeared on the “front page”rddit respective newspaper section, one
on page B1 and one on page C1. Jumping to thex@eitne period four articles
appeared on the front page of a section all on gdgeln addition, by looking at articles
in the first section of the newspaper iall Street Journalwe find that in the first time
period only seventeen percent of the articles oR @fpeared in the first section of the
Wall Street Journalln the second six month period fifty percent ofces published in

theJournalon CSR appeared in the first sectfon.

Hypothesis 3A: A decline in the discourse surroundig CSR — times of silence
— following a peak in the discourse — a contestedhte — will represent the
deinstitutionalization of corporate social respondiility in American industry.

Hypothesis 3A suggests that if a theme is focusednal subsequently drops out
of the discourse (a time of silence) this represardeinstitutionalization of the theme in
the discourse. Analysis of the theme “communityedi@ment” reveals an example of

this pattern. If we look at the prevalence of ‘th@mmunity development” theme over

® | also tested a second hypothesis based on Swidi86) and Ghaziani and Ventresca’s (2006)
arguments on the nature of the discourse followimgtested times. Swidler predicts that discourfle w
becomdessdiverse following a contested time while Ghazianil Ventresca argue the discourse will
becomemorediverse (while at the same time both predict inseglgprominence. My hypothesis regarding
this in either direction was not supported, theas wery little difference in the nature of the discse

before and after the contested time.
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time, for example, we will see that focus on comimtyutievelopment as a main theme of
corporate social responsibility peaked in 1993esenting 29% of the discourse. In later
years, however, its prominence declined and it neagmined its status. In fact in 2007-

20009 it represented a mere 3-4% of the entire diseo

Figure 6: Community Development 1990-2010
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This pattern suggests that while community devekpmvas once seen as an
integral part of a corporation’s responsibilityistparticular “responsibility” has lost its
importance over time. Below | have highlighted tearly examples of articles that
focused on community development:

Now, companies are helping to rebuild entire neaghbods in
partnership with communities, instead of tryingrtgpose their own
solutions. Good public relations is only one faataving such efforts.
Companies such @&athmark Stores Inand J.P. Morgan & Co.'s
community development arm are targeting inner €iéig profit centers
and rebuilding communities at the same tinBaisiness Week,
9/26/1994)

The National League of Cities recently issued dystf 78 metropolitan
areas showing a strong relationship between theogom fortunes of
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inner cities and their surrounding suburbs. Theghtlof inner cities is
also costly to society as a whole as welfare, ftathps, and other
programs cost about $75 billion annually. Hopedmb engendered by a
range of promising new community development prograViost
important, underlying the majority of these newgyeoms is the
conviction that no amount of government or privainey will make
much of a difference unless the people who nowihvaighted areas
take the lead in revitalizing neighborhoods. Atiarteeorgia, is the center
of the most ambitious urban-renewal program: THarAa Project.
Conceived by former President Jimmy Carter, thgm focuses on 20
poverty clusters throughout the metropolitan a@ae unique aspect of
the plan is that each cluster has been assigrmxhbdorporate sponsor.
Marriott, Coca-Colaand BellSouth have agreed to put up money and
assign a high-level executive to work with commueaders fFortune,
9/6/1993)

Further analysis may reveal that community develaps no longer seen as a

responsibility of a corporation, but has been estéd to the government and its

initiatives.

Hypothesis 3B: A decline in the discourse surroundig a particular CSR theme —
time of silence — following a peak in the discourse a contested time — will represent

the taken For grantedness, or reinstitutionalization of that aspect of CSR.

Hypothesis 3B suggests an alternate explanatiom \dwking at times of silence.

This hypothesis suggests that periods of contestélieightened discourse on the theme)
followed by declines in the discourse signify ttted theme has become taken-for-granted
and no longer needs to be debated. In CSR diseailes “consumer/shareholder rights”

theme may fit this pattern. Starting in 2000 theme of “consumer/shareholder rights”

was present in nearly one out of four articles2009, however, consumer and

shareholder rights plummeted to being presentneee 4% of the articles on corporate

social responsibility.
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Figure 7: Consumer/Shareholder Rights 1990-2010
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This drastic decline is more likely to represeffiaigue” in the discourse, rather
than delegitimation of the theme. | suggest thairder to differentiate between
“deinstitutionalization” and “taken-for-grantednésge should take into account the
slope of the decline. Sharp declines followingeexied periods of contestation may
represent fatigue or oversaturation in the dis@wrsile the theme remains an accepted

part of the overall concept.

CONCLUSION
My analysis provides empirical support for insiibumial theories of cultural
change. Institutional theory suggests that institialization is a dynamic process that
can include homogenization of the discourse, coaties over key thematic tenets, and
periods of deinstitutionalization and reinstitutdination. My data reveal that these

fluctuations occur in the discourse surroundingocaite social responsibility. Silence in
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the discourse surrounding CSR could indicate eitlegrstitutionalization or th
increasing taken-fograntedness of the conce)

Corporate social responsibility is a term that espnts mar different categorie
of meaning. My analysis reveals 1 three processes of institutional change impacte:
nature of the discourse from 1990 to 201even main themes persist between 1990
2000:the environment (25%), corporate giving (19%),sumer/shareholder righ
(17%), employee/worker benefits (13%), investmaenticy (12%),
governance/compliance (12%), and community devedoir(L0%). These themes pe
and wane as processes of homogenization, contestatid deinstitutionalization clkge
the nature of the discourse surrounding what itmaéa be a socially responsil

business.

The I nstitutionalized Context and I ts Impact on Mutual Fund Firms

Figure 8: Prominent Themes 200
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The discourse on corporate social responsildititynd in prominent business
journals reflects the social context within whicm@rican corporations are embedded
and can provide corporations with a way to undastnd make sense of their world
(Ghaziani and Ventresca 20Ge, e.gGranovetter 1985). As a result, the meaning
making reflected through this discourse should pi®wrganizations with normative
models for how they use the concept of CSR witheirtparticular organization. In
2009, the themes of the environment and corpotlgbegyrise to the top while other
themes such as community development and consuraegfslder rights declined in
discourse. Prominent themes like these or histbdebates may be used by individual
organizations in order to legitimize the organiaadl practices they pursue. | will
address the organizational adaptation and adopfitmese models in chapters two and

three.

Having established the thematic patterns thattutstcorporate social
responsibility 1 will turn to my next research gties: How do the institutionalized
norms of CSR manifest themselves among mutual muaclagers? | will build on the
evidence accumulated in this first chapter on #eegal nature of the discourse on
corporate social responsibility and focus now angpecific ways these cultural
manifestations impact the mutual fund industry.déing so, | will address the second
part of my overarching research question: Whdtesinstitutionalized context within
which mutual fund managers adopt and ad@8R practices to benefit their particular

organizations?
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CHAPTER II: CSR as a Homogenizing Force in the Mutal Fund Industry
“[C] orporate social responsibility doesn’t realigve a beginning or end point.
There are any number of issues that anyone cars fatu
There are some key issues that everyone should focu. .
but there are an infinite number of things that gan do to be a better corporate citizen.”

-- Phillip LedesmaDeerfield Capital

Organizational scholars have long been concernédtwo contradictory
narratives, how organizations come to look alikeatgpting shared practices
(neoinstitutionalists), and how organizations difgiate themselves by fostering unique
practices and identities (organizational cultueotiists) (Pedersen and Dobbin 2006;
Martin 2002; Dobbin et al. 1993). Using the cakadwoption of corporate social
responsibility practices by mutual fund firms | oecile these ostensibly opposing
narratives to reveal how organizations baith “create legitimacy by adopting
recognizable forms and create identity by toutimgjrtuniqueness” (Pedersen and
Dobbin 2006: 898). In this chapter | look at thays that organizations adopt similar
practices related to corporate social respongibiitorder to be seen as legitimate in their
field. In the following chapter | analyze how onggational actors foster unique
identities by enacting practices that reflect sfpeoirganizational cultures.

The American mutual fund industry operates withiwedl-defined organizational
field.  According to neoinstitutional organizatainscholars, an organizational field
consists of “those organizations that, in the agates constitute a recognized area of
institutional life: key suppliers, resource anddgurot consumers, regulatory agencies, and
other organizations that produce similar serviced products” (DiMaggio and Powell

1983: 148). By studying organizations using adfielvel conception neoinstitutionalists
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investigate the broader social context within whiglganizations find themselves
(McAdam and Scott 2005; DiMaggio and Powell 1991eyer 1977; Scott 2001).
Previous research has highlighted how, at the gatgeevel, institutions infiltrate and
influence organizational policies (Kelly and Dobli®99), structures (Baron, Dobbin and
Jennings 1986; Scott et al. 2000), forms (Dobbith Bowd 2000; Fligstein 1985; Navis
and Glynn 2010) and logics (McAdam and Scott 2@¥tt et al. 2000). In this chapter,
| use a field level analysis to trace the compleysvin which institutions infiltrate and
influence specific mutual funds

Mutual funds in the United States represent aamgational field that operates
as part of the larger social structure of Ameribariness. This field can be analyzed to
better understand the processes through which izagams interpret institutional norms
like corporate social responsibility. Institutibmearms are generally accepted
prescriptions for behavior that become taken-f@amggd and are sanctioned and
rewarded (Parsons 1990). These norms and prasnsgor behavior are shared in
interactions between organizations in the mutuadi fiield including competitive
relationships, political alliances, interlockingetitorates, economic coalitions, and
informal social and professional networks. Theaserde relationships serve to solidify
and reinforce the mutual fund field. We can, thanes investigate the ways in which
organizations within the field react to broadetiingional norms in order to understand
field level processes.

As part of the broader American business commuthgymutual fund field
operates within its sociohistorical contegeé, e.gPutnam Rankin Chapter One). As |

illustrated in Chapter One, the business discooimseorporate social responsibility has
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become widespread reflecting the normative nattit@SRR in general business discourse.
In particular, themes of the environment, corpogaténg, consumer/shareholder rights,
employee/worker benefits, investment policy, goaese/compliance, and community
development dominated articles on corporate soesgdonsibility from 1990 to 2010.

The mutual fund industry, made up of literate basgleaders, is immersed in this
broader structure and, as such, should be suskefithe norms that dictate appropriate
behavior for corporate social responsibility ariated in the business press. In the next
two chapters | investigate how institutionalizeadms related to CSR infiltrate specific
mutual fund organizations. In particular, | anayhe ways in which institutional norms
are understood at the organizational level andviéngs in which organizations
incorporate them into practice. This analysis sel@ to question how the
institutionalized pressures of corporate socigboesibility manifest themselves within
specific organizations in the mutual fund field.

In this chapter | ask: How do the institutionatiz&rms of corporate social
responsibility manifest themselves among mutuadl fomanagers? In order to understand
the pressures of institutionalized norms on anmagdional field | investigate three
tendencies of organizations to adopt homogenougipes: first by seeking institutional
legitimacy, second through adoption of institutiomgths and natural economic laws
and finally through isomorphic pressures. Whilke pinevious chapter focused on the
institutional context of corporate social respoiigibin business discourse this chapter
evaluates how its normative standards impact dpewifanizations in the mutual fund

field.
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LITERATURE REVIEW: Institutional Homogeneity

Organizational theorists differ in the extent toieththey believe that
institutionalized norms constrain organizations arehte isomorphic tendencies. In this
chapter | review the evidence to support homoggreitl analyze how norm adoption
can lead to homogeneous adoption of CSR prachicéhe next chapter, | investigate the
ways in which scholars predict that norm adoptialhlead to diversity in organizational
practice. Scholars argue that the institutioraicstire within which organizational actors
are embedded serves to constrain organizationgticat ways leading to homogeneity
within organizational fields. As organizatiomsdughout the field adopt common
institutional norms the field comes to look alikedebe prone to homogeneity. There are
three main processes through which field homoggmakies place: through processes of
legitimation, reaction to institutionalized mythsdaresponse to isomorphic pressures.
I nstitutional Homogeneity: | nstitutional Legitimacy

Tolbert and Zucker (1983) argue that once insthdl norms, like corporate
social responsibility, become widely recognizedmmtthe broader organizational field,
organizations are “under considerable pressunectarporate these elements into their
formal structure in order to maintain legitimacg6). They argue that organizations are
seen as legitimate the more they adopt and enstduitional norms that are valued at the
field level (see, e.gDeephouse 1996; Ruef and Scott 1998). Accordir§utthman:

Legitimacy is a generalized perception or assumgtiat the actions of an entity

are desirable, proper, or appropriate withmesocially constructed system of

norms, values, beliefs, and definitions (emphasisenil995: 574)

By incorporating institutionalized norms into th&mm, organizations can gain

legitimacy within their field, thereby increasingeir resources, their potential for
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survival, and avoidance of unwanted outside scyutiat may be detrimental to the firm
(Deephouse 1996; Meyer and Rowan 1977). In thapten | use legitimacy to refer to
“institutional” legitimacy as pressures to confocome from the taken-for-granted nature
of norms at the field level. In the next chapteiill address “stakeholder” legitimacy
which refers to the pressures to conform from mstakeholders to the firm. Both
definitions of legitimacy are the same, only thealtion of the “socially constructed
system of norms, values, beliefs, and definitica®’ different. Institutional legitimacy
deals with norms from the institutional contexgk&holder legitimacy deals with norms
coming from specific organizational stakeholders.

Mutual fund organizations are likely feel the prees to conform and be seen as
legitimate in their particular organizational fiel@specially when the broader business
field is rife with discourse regarding corporateiabresponsibility §eePutnam Rankin
Chapter One). In order to understand the presdunstitutional legitimacy and its
relationship to institutionalized norms | first ni@stablish whether or not organizations
incorporate the institutionalized norm of CSR dudthermore, whether they do so in

order to be seen as legitimate within their field.

Sensitizing Question : How do organizations in the mutual fund fieldcet®
the general institutional norm of corporate someaponsibility in business
discourse?

Sensitizing Question : Do mutual fund organizations incorporate or opihe
institutional norm of corporate social responsipiln order to be seen as
legitimate in their field?

In order for organizations to survive and be cotitipe within their
organizational field they first must be recognizesda legitimate business enterprise by

the public, other peer organizations, and politmalers. The more organizations

50



conform to institutional norms, the more likely yhere to obtain rewards that improve
their chances of survival within the organizatiofield (Deephouse 1996; Johnson,
Dowd, and Ridgeway 2006; Baum and Oliver 1992)esErewards can include greater
status (Scott and Meyer 1991, Singh, Tucker andsEldi986) enhanced access to
resources (Aldrich and Auster 1986; Pfeffer andiBak 1978), and legitimacy
(Deephouse 1996). The resources, social statddegitimacy that come with the
incorporation of institutional norms increase agamization’s chances for survival and
success within the field (Baum and Oliver 1992).

Institutional legitimacy within the mutual fund iastry comes, in part, from an
organization’s ability to align its values with lager societal values (Weber 1922; Meyer
and Rowan 1991 [1977]; Deephouse 1996; Ruef antt $888; Baum and Oliver 1992).
According to Ruef and Scott (1998) an organizasdagitimacy depends on their
“consistency or congruence with cultural modelsubes specifying appropriate
structures or procedures” (878). A legitimate oigation, therefore, is one whose
values and actions reflect socially desirable @lnerms, and prescriptions for behavior
(Suchman 1995:574; Deephouse 1996).

I nstitutional Homogeneity: | nstitutional Myths

Institutional scholars often argue that institoabnorms, like the notion of
corporate social responsibility, limit the alteimas for acceptable practices leaving
organizations with few choices in how to act. (uigations are often pressured to adopt
institutionalized norms because they are seen @®majpwvays of running a business.
Meyer and Rowan (1991) argue that these norms beame institutionalized myths

that are believed to be successful, even when diffeictiveness is not necessarily proven.
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Organizations, for example, all adopt similar mamagnt structures (CEO, President,
CFO) because it is seen as the most effective Waynoing a business. Little empirical
evidence, however, supports this claim. Insteaghmizations tend to adopt
institutionalized myths the more they see othethi@nindustry doing so.

In efforts to attain institutional legitimacy orgaations may ceremonially adopt
these institutional myths without fully understamgltheir organizational benefit
(Fligstein 1985; Meyer and Rowan 1977). These sthen, can achieve rule-like status
and spread throughout the field because they areaesuccessful (Meyer and Rowan
1991 [1977]: 44). This often leads to homogeneityin organizational field in terms of
organizational structure and practice because agaons that incorporate institutional
myths into practice maximize their legitimacy.

Early institutional scholars argued that deviafiimm these institutional norms is
often difficult to pursue because, once institudiired, they tend to be inertial and
difficult to change (Meyer and Rowan 1991 [1977{Vviaggio and Powell 1991). In
terms of corporate social responsibility practi¢tbese theorists would expect that
organizations would adopt similar practices in oese to normative pressures.
Additionally, mutual fund organizations may addmge practices ceremonially without

actually changing the structure of their organ@atr adding new practices.

Sensitizing Question 3In what ways is CSR adopted as an institutionahmyt
ceremonially by mutual fund firms?

One source of institutionalized myths is foundnatural” economic laws.
Organizational practices often become incorporgtesified, and reified by
organizational actors who believe the solutionedte optimal choice. Dowd and

Dobbin (1997) suggest that organizational actotsnoéxplain their adoption of
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institutionalized strategies, like CSR, in termsrudtural economic laws” like efficiency,
self-interest, or optimality. McKinley, Zhou andif (2000) similarly argue that
organizations often reify — or make natural — orgamonal phenomena. Their study of
downsizing showed that adoption of a “downsizingffective” schema was reified and
spread across several different industries.

Organizations legitimate their actions based oeleebthat their decisions are
“good” and “effective” (McKinley, Zhou and Rust 200 Organizational actors may
justify their participation in corporate social pessibility by referring to “natural”
economic laws as a means of legitimating theioasti In reality, these references to
“natural” economic laws are often made only inasfrect without real consideration of
the alternatives (Dowd and Dobbin 1997). In th&wad industry, for example, when
pooling became the new management paradigm radreapliickly eschewed it as the
optimal choice arguing that their industry was tmatly cooperative”. This “natural
cooperation” was later called into question whendme railroaders concluded their
industry was “naturally competitive” (Dowd and Daibli997: 487-488).

Johnston (2005) discusses how fiduciary duty hasroe a natural economic law
in American business embedded in notions of loyatiy trust. The “fiduciary duty”
paradigm has become a primary organizational moépkacing previous claims to
maximizing the bottom line. Mutual funds justifivdrse behavior then, under the
presupposition that they are performing their fidog duty. By evoking rationalizations
tied to fiduciary duty, organizations can claimtttteey are not self motivated, but are
striving to be loyal and to make money for theiargtolders (Johnston 2005). Fiduciary

duty has become a natural economic law that igecelfy organizational actors.
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Practicing corporate social responsibility couldsken as part of an organization’s
fiduciary dutyunder the unsubstantiated belief that it leadsteightened public image,

leads to potential investors, and serves the hesteists of existing shareholders.

Sensitizing Question 4In what ways are natural economic laws such as
fiduciary duty interpreted and used by mutual factbrs in their discussion of
CSR?

I nstitutional Homogeneity: |1 somorphic Pressures

Another way to understand the process through wingtitutional norms are
communicated to the entire field institutional ¢heg homogeneity is through the
isomorphic pressures that facilitate the spreatiege norms. DiMaggio and Powell
(1991) use the concept of isomorphism to explagnptocess through which
organizations incorporate institutionalized normi® itheir structure in order to achieve
institutional legitimacy. They assert that there three mechanisms that influence the
adoption of isomorphic models: (1) coercive isonmispm, (2) mimetic isomorphism, and
(3) normative isomorphism.

Coercive isomorphism occurs when both formal anfbrinal pressures are
imposed on organizations by those in power leatiinthe adoption of similar norms,
practices or structures. Organizations are oftemctefl or coerced to comply with
particular organization norms based on these pressuKelly and Dobbin (1999) argue
that even with the relative weakness of the U.SteStoercive pressures impact
organizational policy. Their investigation of thiee in maternity leave policies showed
that employers respond to the visibility of new $aw the press and the perceived risk of

litigation by incorporating maternity leave polisie In the mutual fund industry,
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therefore, pressures may not be directly relatddvws or court actions, but the attention
to these actions as found in the business psegsRutnam Rankin Chapter One).

Some of the specific coercive pressures for theuaidtind field could include
attention to government mandates, mutual fund lawd,SEC regulations. The
Sarbanes-Oxley Act of 2002, which established estterlegal mandates for corporate
social responsibility, for example, could providarslards for acceptable behavior. The
previous chapter examined the ways that these ivegooessures impacted business
discourse following its implementation. The Sadm@xley Act of 2002, for example,
altered the definition of corporate social respbitity to focus on issues of corporate
governance and complianceg Putnam Rankin, Chapter One). | expect that these

coercive pressures will also be used by executiggsastifications for CSR behavior.

Sensitizing Question 5. Do mutual fund executives discuss government
regulations or actions in their justification of @her or not they adhere to th
norm of corporate social responsibility?

D

Mimetic isomorphism includes the process under tiiganizations, when
confronted with uncertainty, adopt organizationaldels that they perceive to be
successful. Organizations will copy the model usgdrganizations that they see as
powerful or successful actors in the field. Thégw do so without knowing whether the
adopted model contributes to the success of thenargtion. In his analysis, Fligstein
(1985) supported neoinstitutional theories thappse mimetic isomorphic tendencies.
In particular, he found that firms in industrieghlwother firms that had changed to the
multi-divisional form at the beginning of the deeadere more likely to make the
transition to the MDF. This suggests that mimetomorphism was a key factor in

homogenization of organizational forms.
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Sensitizing Question 5I: How does the success of other firms act as a nfode
mutual fund organizations when they justify whetbenot they adhere to the
norm of corporate social responsibility?

In the mutual fund industry we would expect mutiuald companies to feel the
pressure to adopt corporate social responsibitiggces when they see powerful
industry leaders, like the largest mutual fund go(e.g. Vanguard, Fidelity), doing so.
The previous chapter identified mimetic pressusea weak indicator of changes in the
normative nature of corporate social responsibititipusiness discourse. Mimetic
pressures, however, may be more salient for indalidrganizations acting in the well-
defined field of the mutual fund industry. | exp#tat the actions of other firms in
relation to corporate social responsibility willparct the behaviors of other firms in the

industry.

Sensitizing Question 5¢ What impact do industry trade associations, $ocia
movement, and activist references have on disaussibcorporate social
responsibility by mutual fund executives?

Finally, normative isomorphism includes pressuremfthose within a field that
have recognized credentials or expertise. Thesesacan include professional or
industry associations that provide standards o&weh for the industry (DiMaggio and
Powell 1991; Baum and Oliver 1991; Scott et al. ®00Galaskiewicz and Burt (2001)
investigated the process of normative isomorphigriobking at the perceptions and
evaluations by corporate contribution officershe Twin Cities. They found that

professional networks and professional affiliatvegre important predictors of contagion
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in evaluations of non-profit organizations seekmganthropic support. Their study
supported the model of normative isomorphism shgwiow perceptions and evaluations
among a profession converged. Within the mutuadifiield professional associations,
including the Investment Council Institute, CEREB®; Social Investment Forum, and the
Investment Adviser Association, provide opportwgstior members of the industry to
interact, share ideas, and work together to cteedépractices. These interactions, as
well as the high status of the standards set foytthe business associations, create
normative standards for behavior.

In the case of CSR practice, normative pressurgsatsa come from social
movement organizations or NGOs that serve as poalweofrmative advocates (Sine and
Tolbert 2009). The historical analysis of businggblications on CSR from 1990-2010,
for example, revealed that articles often citeditjygact or presence of normative
pressures from NGOs and social movement organimtibwvelve percent of the articles
related to corporate social responsibility mentottee role of NGOs, SMOs, or activists
in promoting socially responsible behavior.

The pressures of mimetic, normative, and coensiwmorphism have been well
defined at a theoretical level and documented iormmarganizational research by
institutional scholars (DiMaggio and Powell 1983izMichi and Fein 1999; Putnam
Rankin, Chapter One). My analysis will contribtdehis research tradition by
illuminating the ways in which particular actorg ampacted by these pressures at the
meso or organizational level. My research provielgdence on the different ways that

organizational actors make sense of these isomopgsbssures and whether or not they
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become salient for them in adopting or opposingexiic institutional norm — corporate

social responsibility.

Sensitizing Question 5How are specific coercive, normative, and mimetic
pressures interpreted by organizational actorkeir tiscussions of corporate
social responsibility?

RESEARCH DESIGN AND METHODOLOGY
My research was based on participant-observaboducted at two mutual fund

conferences (SRI in the Rockies and the ICI Aniiting) and in-depth interviews
with business executives knowledgeable on topisoofally responsible programs and
practice within twenty-six organizations.

Participant-Observation: Conference Attendance

| attended two mutual fund conferences: SRI inRbekies and the ICI Annual
Meeting. At these conferences | participated imdiable discussions, seminars,
conference presentations, meals, informal conviersatind other conference events.
The first conference, SRI in the Rockies targetedual fund and investment
organizations that have socially responsible inmesits. The second conference, the ICI
Annual Meeting was a general meeting of investnsentpanies which included sessions
on issues related to CSR. | kept a field notebagind these conferences, recorded
seminar presentations, gathered conference mateaiad participated in many informal
conversations. These data sources were usedtonmiy interviews, identify interview
respondents, and further my analysis of corporatekresponsibility in the mutual fund

industry.
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I nterviews: Sample Selection and Recruitment

Through a purposive convenience and snowball samgéntified twenty-six
organizations within which to conduct interviewlsiecruited organizations that had a
socially responsible investment product (SRI), éntb&t did not (hon-SRI), and
organizations that had both types of mutual fudMdisED). The organizations |
recruited were large and small and located in diffegeographic regions across the

United StatesseeTable 5).
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Table 5: Organization Sample Descriptioh
\ NAME ORGANIZATION TYPE AREA \

1 Phillip Ledesma Deerfield Capital SRI East

2 Ana Bryson Bella Funds SRI East

3 Jack Shull V. Thomas Investments SRI West
4 Richard Mabry Howard & Bolz SRI East

5 Gerald Cassell Pirapama Funds SRI East

6 Sylvia French Forest Investments SRI East

7 Ethel Foss Jeremiah Capital SRI East

8 Charles Gentry Mclintyre Asset Management SRI East

9 Daniel Langham Cranton SRI West
10 Christine Moye Russell Group MIXED East
11  Ralph Hale Lemon Investments MIXED East
12 Tony Whalen L. Matthews Capital MIXED  West
13  Arthur Thompson Terrace Investment Mgmt. MIXED East
14  Llarry Valdez Bayn Funds MIXED East
15 Denise Koehn Porter Funds non-SRI  Central
16  Martin Weathers Granmount non-SRI  Central
17 Clara Grams Valiance Asset Management non-SRI  East
18  Victor Wiley Jarvis R. Funds non-SRI  Central
19 Bobby Goolsby Fairhouse Funds non-SRI  West
20 Isabel Carpenter Lynch Grey non-SRI  Central
21  Jesse Edelstein Clayton Funds non-SRI  East
22 Stephen Sonnier Whitehouse Group non-SRI  West
23 Caroline Bowser Bedrock Management non-SRI  West
24  JamesTarr Davenport Capital non-SRI  East
25 AaronTang Socrates Funds non-SRI  East
26  Craig Mizell IPC Funds non-SRI  West

The respondent(s) selected within each orgaoizatias the person responsible
for, or knowledgeable about, the company’s sociabponsible practice and included

Presidents, CEOs, corporate giving officers, coamule officers, executives of corporate

" The names of all my respondents have been chaageukll as the name of the organization to ensure
confidentiality of all interview data.
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citizenship offices, and other qualified employe&fie person(s) was identified after |
described my project to the initial contact at tinganization. The respondent, therefore,
is the organization’s representative chosen bythanization to provide me with
information on the company’s practices regardindqRC# some cases, | interviewed
more than one individual at an organization. énthcombined the interview data as my
unit of analysis is the organization. While thesrgle is not representative, | believe that
this group of mutual fund companies is well sut@grovide evidence on the process of
adoption and adaptation of institutionalized norfibe purpose of qualitative research is
not generalizability, but rather, to uncover thégras of meaning that are relevant to the

phenomena being studied.

I nterviews. Conducting the Interview

Once identified, | set up a semi-structured in-bdapterview with each of the
respondent’s. Each interview was either done thwephone at the respondent’s
convenience or in person at the respondent’s mheenployment. The interviews
typically lasted between 60 and 90 minutes. Akmiews were audio taped and
transcribed for content analysis as described heldwletailed interview guide was used
to direct the interview and to capture common tegcal themes across the samgeg
Appendix ). While this guide was developed basedny initial review of theoretical
concepts and my sensitizing questions, it wasraésed when | conducted two pilot
interviews and the initial interviews for my studySemi-structured in-depth interviews
provided the ideal research tool for this study @eplored the process through which
organizations incorporate, adapt, or reject instinalized norms. This information
requires in-depth analysis of complex situationd marratives from an organizational
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perspective. For this reason, a survey tool dohcal content analysis could not

adequately capture the nuances and thematic ttkatlarose.

Interview Analysis

Each interview, once transcribed, was imported MEBXQDA, a qualitative data
analysis software program. This software is aulgebl with which to organize the data
into thematic patterns, sort the themes into padiccategories, and run preliminary
analysis on the intersections and connections legtwieese patterns. Using the software
as an aid, | thematically coded each interviewstEgments associated with my outcomes
of interest and explanatory factors. This pamgfresearch was based on deductive
inquiry from the aforementioned theoretical conseptd sensitizing questions (Miles
and Huberman 1994: 155). My coding system is fanmppendix 1.

| also took an inductive approach by searchimgéw patterns that arose in the
data in order to allow themes to emerge that wetedentified in the current literature
(Miles and Huberman 1994: 155). The approach aking both deductively and
inductively is an important way to question anddbuipon the current body of theoretical

discourse.

VARIABLES AND MEASUREMENT
Outcomes of I nterest
In this chapter | am interested in the variatiomiganizational interpretation and
practices in terms of corporate social respongybill investigated whether or not mutual
fund organizations adopt the institutionalized nafheorporate social responsibility. 1

asked respondents: In what ways do you considarfyjouto be socially responsible?
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And: Can you tell me a little bit about your apmibdo social responsibility? | coded
segments of this response to understand how tlaiaagion incorporated social
responsibility.

Next, | analyzed the actual practices or polithed organizations enact within
their organization that relate to corporate sa@aponsibility. |1 coded segments of text
that referred to specific practices the firm undektin relation to corporate social
responsibility in their responses to the above goes. In addition, | asked respondents:
Does your firm participate in activities related@8R? And: Does your firm have
policies that fall under CSR?

Explanatory Factors

There are many explanatory factors that may imiecextent to which
organizations implement homogenous CSR practitetentify several of these factors
here, with the understanding that others may becanuent during my research. First, |
am interested in the degree to which organizatiantdrs discuss legitimacy as a factor
in their explanation of their firm’s CSR policidsasked my interview respondents:
“Within the investment industry what do you thirtkmeans to be socially responsible?”
and “What does a socially responsible investmentpanmy look like?” | coded segments
of these responses for definitions of corporatéasoesponsibility. In addition, | coded
other segments of the interview where respondewotgaged “definitions” of the concept.

In addition, the research has shown that orgaoizatbften use “natural economic
laws” to legitimize their actions. | will investige the extent to which natural laws

impact discourse surrounding CSR practice withenrttutual fund field. | coded
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segments of the responses that referred to “efiitgie “natural”, “rational” or “fiduciary
duty”.

In order to capture evidence of isomorphic pressuesked respondents to
discuss the role of “government”, “other organiaat”, “NGOs” or “activists” and “the
industry” or “trade associations” on their CSR pics. | coded segments of these

responses that indicated these factors impactédfitime’'s view or behavior toward CSR.

RESEARCH FINDINGS AND DISCUSSION

Sensitizing Question : How do organizations in the mutual fund fieldaetm
the general institutional norm of corporate socégbonsibility in business
discourse?

As | began the research process | was warned rasstame that everyone |
encountered would be supportive of corporate soesgonsibility. My initial research
on the background of corporate social respongthifivealed that there was an active
debate over the validity of the concepe€, e.gAtkins 2006; Friedman 1970, Karnani
2010). Many academic scholars, mainly with ecomdnaickgrounds, argued that
corporate social responsibility was a misnomertaatlits associated practices should
not be embraced by business. In addition, seeéthke informal conversations | had
with people outside the mutual fund industry expeeisdoubt over whether my study
would reveal that corporate social responsibilipsvimportant to firms. In response to
my first sensitizing question, therefore, | waspame@d to encounter diverse reactions
both in support of and against corporate socigdamsibility.

| was surprised then, whel of the people | spoke to throughout the research
process, at the two industry conferences, in folintatviews, and informal discussions

recognized corporate social responsibility as @&esalcvalue that was expected to be

64



upheld in the mutual fund industry. Some peoplkenevied to direct me to people th
believed would reject the norm of corporate so@aponsibility. When | connected w
the “anti-CSR” people they admitted that their company maybedaypically seen &
socially responsible. They were eager to pointveays in which their firm did, in fac
incorporate elements of social responsibility

At the business association ccrences | attended, sessions on corporate <
responsibility were embedded in the agendas sigmé#hie importance and acceptanct
CSR by the industry. Sessions at both SRI in thekies and the Investment Cour
Institute Annual Meeting were devd to the thematic issues related to CSR identifie
Chapter @e: the environme, corporate giving, consumer/shareholder rig
employee/worker benefits, investment policy, goaece/compliance, and commun
development In particular, if we look éthe most recent snapshot of thematic tre
from 2009 seeFigure 1) we can analyze how conference eventsatefil the normativ

nature of CSR discourst

Figure 9: Main Themes from Business Publications 20(

2009
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In particular, at the ICI meeting, with attendeesf all types of mutual fund
companies, themes of compliance and governancepengnent. In his opening
address to the conference, Chairman Mark Fettiggdithe mutual fund industry to
“bring the highest standards of fiduciary respoitisytand ethical behavior. Each of our
firms approaches doing the right thing for thewrastors in their own way.” One session,
in particular, focused on the imperative of businethics and going beyond compliance
to always “do the right thing”. The session “Buess Ethics: A Survival Guide for
Tough Times” was led by Jack Marshall, Presidentleounder of ProEthics. He urged
companies to focus not only on the bottom line,ddsib on being trustworthy, respectful,

responsible for one’s actions, fair, caring, anddjoitizens.

While the focus of the conference “SRI in the ResKiwas on social investing in
particular, general themes of social responsibiligre also prominent. Environmental
responsibility, the most prominent theme in bussréiscourse, was a main topic of the
conference. Several sessions addressed “greem@sigscluding: “Getting Green Done”,
“An Outlook on Climate Change”, “LEEDing the GreRevolution”, “Green-Collar

Jobs” and “Why the Smart Money is Going Green”.

These conferences illustrated how the concept ipfocate social responsibility
has become embedded in the mutual fund field asraative standard in both general
investment circles and social investment circlasthe same time, the conferences
focused on different aspects of CSR. At the gdn€tanembership meeting discussions
of social responsibility related to governance eochpliance were dominant while the

SRI in the Rockies conference focused on sociasting, in general, and environmental
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responsibility in particular. One interesting pberena is that corporate giving — a very
prominent theme in the discourse — was minimalbgdssed, if at all. | believe this
represents the taken-for-grantedness of corponategcas part of CSR practice. In my
interviews respondents often brushed over themlirement in corporate giving as
something they had always done. My conversatiaggest that corporate giving is

completely integrated as part of CSR.

Sensitizing Question : Do mutual fund organizations incorporate or opihe
institutional norm of corporate social responsipiln order to be seen as
legitimate in their field?

Institutional scholars suggest that concerns egtiimacy are the driving force
in the organizational adoption of institutional mar (Johnson, Dowd, and Ridgeway
2006; DiMaggio and Powell 1983; Meyer and Rowan7)90rganizations may,
however, also be concerned with pragmatic, ratiem hormative concerns.
Organizations may reject CSR as they focus, insi@ae&conomic success, political
power, or public image. When asked: “Within theastment industry what do you think
it means to be socially responsible?” respondemitdaeject the norm of corporate
social responsibility or say that “organizationegponsibility” contributes to the bottom
line. Legitimacy, or concerns about the normatiwvéaken-for-granted aspects of CSR
may not be prevalent.

As we turn to specific mutual fund companies, tamdverwhelmingly highlight
the normative nature of CSR as felt by specificuabfunds. It was clear through their

interview responses that specific executives betlesorporate social responsibility to be
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an understood, socially acceptable prescriptiorétravior. In fact, all twenty-six
respondents identified corporate social resporitsilzis norm that they valued and to
which their firm, to some extent, adhered. Corfmemcial responsibility was both
expressed as grounded in the values of their ésitall organizational culture and as an
external pressure to conform to societal normsoBelre some typical responses |
received when | asked: “Within the investment indus/hat do you think it means to be
socially responsible?” and “What does a socialgponsible investment company look
like?”

Ethel FossJeremiah Capital”l think socially responsible as a company means

. the fundamental is we’re here because we carnat dhe environment; we care
about human rights labor issues, corporate govemessues; we care about this.
We want the best for all business. We want to lessgyone be transparent, have
everyone be accountable for what they do.”

Craig Mizell,IPC Funds “I think of [corporate social responsibility] terms of
what we are doing for our employees and our culture

Martin WeathersGranmount “One is what do you do about the whole, about
issues related to social investing, in your poit&l And then the second issue
would be corporate social responsibility — whatsdlgeur company do in the way
of, helping, either through direct corporate phitaapy or through supporting the
philanthropic efforts of your, employees, what @w ylo to make the world a
better place and share your blessings and thikggHhat.”

Caroline BowserBedrock Managementthat's what | think of as, as being a
good corporate citizen, being proactive in thahareoth in the environmental
and the social space.”

Gerald CasselRirapama Funds“[We see social responsibility ] as a
combination of, of screening, being a socially cespble fund affects the way
that we screen investments that we purchase affects the way we vote our
proxy votes, and it causes us to invest part ofand in community
investments.”
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What is interesting about these responses is mestigves made their definition
of corporate social responsibility relate to wiredyt as a firm were doing. Almost all the
respondents | spoke to redirected my question abeutsocially responsible investment
company” to a personal standpoint — they gave elesrgd how their firm exemplified
social responsibility. Organizations interpretedporate social responsibility in ways
that fit existing organizational practices. Thdten discussed their established practices
as exemplars of social responsibility. Gerald €hs®r example, highlights his firm’s
internal practices and how they are socially resfme. Instead of defining social
responsibility in new ways or talking about theibas “socially responsible” company
respondents, again and again, redirected the qudstiheir firm’s activities. These
responses highlight the ways that mutual fund fioverwhelmingly buy into and
incorporate the general norm of corporate socgpdaasibility into practice. They make
their responses personal because they believé that part of their firm culture.

The definitions executives provided for CSR aldteoted the common themes
that are present in business discourse. ExesutigBned CSR by citing environmental
responsibility, responsibility to employees, go@ygrnance practice, social investing,
participating in community investment, and corpergitving. If we look more closely at
the main focus of the company’s socially respomsishactice we find that convergence
takes place in relation to the actual themes #&tondents talked about as falling under

the umbrella of corporate social responsibilggéTable 3).
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Table 6: Main Action Areas

Shareholder rights 9/26 = 35%
Investment policy 8/26 =31%
Governance 7126 = 27%
Corporate giving 6/26 = 23%
Employee Rights 6/26 = 23%
Environment 5/26 = 19%

The respondent’s practices dramatically parallelitistitutional context as
established in my historical narrativeegPutnam Rankin, Chapter One. Of the seven
main themes that dominated business discourse bpth@90-2010 only one theme is
minimally discussed here: community developmentvas cited as a main action area by
only one firm in my study. If we look back at timstitutional context in the last three
years before my study community development hadirdetto only have a 3-4%
prevalence in articles about corporate social nesipdity. Only two themes presented
themselves outside of our main themes from thetdstl analysis of business
publications in Chapter One. These new themes ammgagement and advocacy —
voiced by two organizations, and volunteerism -€gdiby one organization.
Respondents’ understandings of CSR reflect the adoomnd in business discourse. This

supports institutional theories of homogenizatibmeaning across organizational fields.

Sensitizing Question 3In what ways is CSR adopted as an institutionahmyt
ceremonially by mutual fund firms?

Institutional scholars have highlighted the waysvinich organizational practices
are adopted and justified as forms of institutiangths (Meyer and Rowan 1977).
These myths gain rule-like status and are adopiexsa the organizational field.

Institutional theorists argue that organizatiora@bes rarely engage in rationalized
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decision making. The responses could reveal howvéet when incorporating CSR
companies weigh its costs and benefits before tderigdhether to implement practices.
Based on institutional theory | would expect orgations not to engage in cost benefit
analyses. In addition, organizations may adopt €&emonially without changing
practices or adopting new policies. | analyzedimgrview responses to understand
whether executives in the mutual fund industry emmhstitutional myths when talking
about corporate social responsibility.

My analysis highlights two factors that suppod #rgument that organizations
adopt CSR as an institutional myth. First, thees & dearth of responses that claimed
that companies engaged in a cost benefit analysemnwcorporating practices of
corporate social responsibility into their firmOnly two respondents mentioned an
example of when their firm engaged in a rationaidecision making process when they
adopted CSR. The responses below by Ralph Haldaadryson were the only
segments of text that referred to rationalized slenimaking processes that took place in
regard to CSR policy. Ralph Hale justified his fisrmvolvement in environmental
practices as partly due to the fact that its impacid be quantified:

Ralph HaleL.emon InvestmentsThere’s been a lot of talk about how it's

easier to quantify, some environmental performanegics . . . whereas

it's more difficult on the social side to get sonfehose harder metrics. |

don’t think that’s the only reason [we focus onieowmental issues].

You know, materiality plays some role for sure, kiaid of regardless

even if something isn’t material, if it's harminiget environment then, uh,

we don’t want that, you know, operation or practicgolicy to stay in
place.

Ana Bryson oBella Fundsdiscussed the rational economic analyis that fa&e when
her firm wanted to incorporate a new socially resole investment product into the

firm’s offerings:
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Ana BrysonBella Funds The marketing and salespeople wanted [this

type of fund], yet we couldn’t get the portfoliorsiruction. | wanted . . .

ideally a new funds strategy that will allow uditad a way to

acknowledge these [different] kinds of companigs.that’s, that's what

happened, and the key strategic decision — there tw® key strategic

decisions that we made that balanced our brand¢@mthuing desire, the

desire to maintain our brand leadership of tradd@ldCSR marketplace

with the desire to reach out to new investors.

A second pattern | found in the data also suppwstitutional theories regarding
institutional myths. Meyer and Rowan (1977) artha institutional myths are often
adopted ceremonially by organizations. Corporateas responsibility was frequently
incorporated by the firm as part of a reframinggé-old established practices rather than
any new adoption of policies. Very few “new” pragis came about in response to the
“adoption” of corporate social responsibility. @rfive out of the twenty-six firms |
interviewed talked about new practices, initiativaspositions that the firm had recently
developed in response to the demands of corpavatal sesponsibility. Two firms, for
example, hired new corporate social responsildlificers within the past five years.
Another firm was founded to engage in socially oesible investing.

Other firms, instead of adopting new CSR policiegbeled existing practices as
being “socially responsible”. Jack Schull\afThomas Investmentsy example,
discussed how his firm’s long history of accounligybio its shareholders represented
corporate social responsibility:

Jack SchullV. Thomas Investmerttas a long history of work on

corporate governance which is sort of a related [tlecorporate social

responsibility] . . . making sure that the compamganagement and

board is accountable to [our] shareholders. .]hgfcomes out of a

number of things . . . and in some sense the bagthat we can try to
influence investment returns is to make the congmhetter companies.
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Martin Weathers talked about corporate social residity in terms of whaGranmount
had always been doing. He said, “the really bajyse is we think the business we’re in
and the way we conduct ourselves within that bisss@e a manifestation of social

responsibility.”

These responses suggest that CSR may be ceremaadapted by mutual fund
firms. | am not suggesting, however, that thesadiare not acting in socially
responsible ways. Most of the firms | interviewedould consider socially responsible.
What this suggests is that the formal concept gfa@te social responsibility is often
understood only in retrospect. Many of these filrage a long history of exemplary
benevolent, ethical, and loyal practices. Theipnporation of corporate social
responsibility, however, has often been an explefitaming of these practices. James
Tarr explainedavenport Capitds history of responsible behavior:

We have, | think, a really long track record of wag to be a good
corporate citizen . . . it means a few differenhgis to us, we have been
very active, with a [non-profit] organization [iruoarea] and we have a
campaign that we participate in as a company eyey where we
encourage but do not require our employees totgiythat organization] .
... We have a very active employee volunteer anog. . . and [there] is a
meaningful amount of money that we give as a fitrm ghilanthropic
donations].

Sensitizing Question 4In what ways are natural laws such as fiduciary dut
interpreted and used by mutual fund actors in ttherussion of CSR?

In order to address the impact that natural ecoatems have on organizational
respondents | analyzed the interview discussioaisftitused on organizational policy.
Based on theontent of CSR policy | organized different resgsthematically to show

patterns of CSR practice in the mutual fund field@his approach is similar to Ely and
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Thomas’s (2001) designation of practices of cultdingersity in workplaces. They
categorized an organization’s implementation ofugal diversity in three thematic
categories: discrimination and fairness, accesdemitimacy, and integration and
learning. | organized organizational adoptiol©®R in terms of: a response to fiduciary

duty, an all encompassing “who we are” frameworka segmented framework.

FIDUCIARY SEGMENT OF | WHO WE ARE
DUTY ORG
NON-SRI 8 2 2
(N=12) 67% 17% 17%
SRI (N=9) 3 2 4
33% 22% 44%
MIXED (N=5) |3 0 2
60% 0% 40%
TOTAL (N=26) | 14 4 8
54% 15% 31%

Fifty-four percent of the respondents focused ationes of fiduciary duty when
talking about corporate social responsibility. TWwe examples below illustrate typical

responses of how companies justified CSR in terflmatural economic laws:

Jack Schully. Thomas Investment&hat was, well, | would say there was some
aspect of that in the decision, but the other sidéis is, because we are
fiduciaries, we have to remember that all the wbe¢ we do on social investing
has to some way be intended to improve the bothoey improve our ability to
provide security to our participants.”

Larry Valdez,Bayn Funds!l think what we're meant to do as investment
advisors is generate the greatest returns forlamts . . . With the investment
objectives, good investment results will allow pledje express their social
responsibility beliefs . . . The first thing youasshd do is generate the returns for
your investors and let them take those hopefulpesior results and express their
wishes in a very direct way”
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In addition, several of the respondents focusetherway that CSR was integrated as a

part of the organizational culture based on thature to do the right thing.

Craig Mizell,IPC Funds “You know what? We’re not [engaging in socially
responsible practice] because we're worried ableenits, because in this case the
clients didn’t realize it was happening. And, veefrot doing it for the regulators .
.. We're doing it because it's the right thingdm.”

Victor Wiley, Jarvis R. Funds‘It's not a PR thing, and most of what we do,
almost all of what we do is behind the scenes @efyo . . . So it's all just part
of who we are and we come at this differently.”

Sensitizing Question 5How are specific coercive, normative, and mimetic
pressures interpreted by organizational actorkeir tiscussions of corporate
social responsibility?

Coercive, normative, and mimetic pressures craatéhar source of homogeneity
in organizational practices. | analyzed my intews for the presence of isomorphic
pressures. | was interested in the ways that resgrds referenced the government,
industry associations and NGOs, and other sucdessgfanizations in their justifications
for corporate social responsibility. | expectedttthese actors might influence the
organizational response to corporate social resipidihs If, in fact, organizations
referred to specific isomorphic pressures in thecussion of corporate social
responsibility this would provide evidence on teedency for organizations to act in
homogenous ways based on their response to fieddigomorphic pressures. In
addition, organizations may cite how specific cogrcnormative, or mimetic pressures
caused the organization to change its behaviodoptanew practices.

My analysis reveals that isomorphic pressurestanagly felt by organizations in

the mutual fund field. Twenty-five out of the twgssix respondents | interviewed
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discussed the presences of at least one isomgy@ssure in impacting their practices
toward CSR. The table below reveals how differemtnorphic pressures were expressed

among the respondents.

Table 7: Isomorphic Pressures

NORMATIVE MIMETIC COERCIVE
NON-SRI 10 7 7
(N=12) 83% 58% 58%
SRI (N=9) 9 7 5

100% 78% 56%
MIXED (N=5) |5 4 3

100% 80% 60%
TOTAL (N=26) | 24 18 15

92% 69% 58%

Isomorphic pressures were overwhelmingly felhatarganizational level in
reference to corporate social responsibility: 92%¢mrenced normative pressures, 69%
referenced mimetic pressures, and 58% referenaadive pressures. In fact, many
respondents revealed ways that these isomorplssymes altered existing policies and

practices they had regarding CSR behavior.

Sensitizing Question 5. Do mutual fund executives discuss government
regulations or actions in their justification of @her or not they adhere to the
norm of corporate social responsibility?

If we look at coercive pressures, for exampledrock Managementreated a
new department to handle governance issues in dke of government mandates.

Caroline BowserBedrock ManagemenGiven the increased focus on proxy
voting and corporate governance issues and actmaking sure we’re voting our
shares in the best interests of the shareholdérsemponding to more questions
from clients and the media, et cetera, they thotlgdttit was a good idea to add
somebody full-time, and that was me, and then wegdded somebody again this
year to the team to help manage that process,3oove’ve been growing

steadily over the past three or four years, ulhéncontext of proxy voting.
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Sensitizing Question B: How does the success of other firms act as a nfode
mutual fund organizations when they justify whetbenot they adhere to the
norm of corporate social responsibility?

Among SRI firms mimetic pressures were referengesdventy-eight percent of
the respondents. Some firms referenced the wayiich mimetic pressures altered the
practices their organization took in terms of C8Rher interview, for example, Ethel
Foss explicitly referenced hoderemiah Capitamodeled their general approach to
socially responsible investing on the directiontheofirm had taken. She referred to a
paper written by another firm’s CEO that impaciedemiah Capital’snvestment
philosophy.

Other firms talked about the ways that other fiprsvided a model to which they
could aspire. Stephen SonnieMghitehouse Groufalked about the success of another
firm in terms of corporate social responsibilitye said:

| don’t know what, what your research has turnednugerms of other

firms that are kind of ahead of the curve on thig,[Crocus Investmernits

is sort of my, like, stretch example out there wdaar | am able to hold

up that peer exampl€rocus’sgot it together and they have for the last

several years, so we can aspire to this...in thedutith a lot of

resources and buy-in.

Mimetic pressures, in Sonnier’s view, were notrsyenough to create major
changes in firm practices. He said, “from my pecdijpve it feels like we’re all kind of
walking on the line, arms locked, and if one oftaa pull our foot a step forward then,
then the rest of us can, can leverage that anttlee@move a little bit.” This response

reveals that the success of other firms in thescof&€ SR helped, but that progress was

still a slow step-by-step process.
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Sensitizing Question C: What impact do industry trade associations,aoci
movements, and “industry” references have on dsouas of corporate social
responsibility by mutual fund executives?

My data reveal that normative pressures were mumie iprominent than mimetic
and coercive pressureseg€Table 7). Not only were normative pressures meseticby
92% of respondents, there were also multiple refare to these pressures in the
interviews. If we look also at the number of refezes to isomorphic pressures in the
interviews (e.g. the number of times a respondskéet about a specific pressure) we
find that normative pressures were talked aboattiotal of eighty-six coded segments,
where mimetic pressures were talked about in feptysegments, and coercive pressures
in thirty two segments. This analysis reveals thahe mutual fund field, normative
pressures could be the most influential force teralg corporate behavior.

Normative pressures were felt by executives inrttisicussion of the mutual fund
industry and its professional associations andmrments on how NGOs and activists
impacted CSR behavior. When executives discuseetbte of the industry or
professional associations on CSR practice manyregfehe industry creating “shared
values” or a “shared sense of obligation”

Victor Wiley, Jarvis R. FundsThe ICl is a very important convener . . .

we have common areas of interest — assuring timapkance is as good as

it can be. There, every single fund company, asguihat governance

structure in the funds, which is unique, is as gasd can be at every

single fund company because his fund and my fuadabject to the

reputational risks of the industry as a wholeelllyou, | think it's unique,

and certainly in the financial business, that weehihis shared sense of

obligation to ensure the integrity of the business] that's why we end up

being cooperative.

In the SRI community executives also expressecetbkared values, but they often

considered these values to be unique to the SRbtndrather than the entire mutual
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fund industry. Ethel Foss deremiah Capitakxpressed the sense of community in this

way:

| think it's a sustainable SRI community. . . Irtkiit's definitely shared
values [that make us collaborate]. | think it'stjall like-minded people
coming together and, and when you, when you takeyaerformance,
you know, which is what everyone essentially iklag for... the
fundamental issue is we’re here because we carg #mwenvironment;
we care about human rights, labor issues, corpgmaternance issues; we
care about this. We want the best for, all busind&’e want to, you
know, have everyone be transparent, have every@aedpuntable for
what they do, and definitely I think that is a suisable SRI industry.

Another source of normative pressures was fourndamesponses about NGOs or
social movement activists. In many ways, thespamses illustrated the strongest
examples where isomorphic pressures altered mdated new CSR behavior.
Whitehouse Grougor example, started participating in the Carbosdisure Project in
response to pressure from environmental activists:

Stephen Sonnier: the Carbon Disclosure Projegbis know, a huge

group of institutional investors coming togethegtt 4,000 public

companies around the world to report on this. [lt] sort of puts us in

this weird position of [reporting] even though @losolute emissions and

relative emissions are quite small. So we puthuge chunk of time

every year to, to, to be a part of the Carbon D=ale Project because it's
a new industry thing

These responses revealed that coercive, mimeticnarmative pressures were
important factors in changing the ways that orgatmns talked about corporate social
responsibility and in altering the practices thaamizations engaged in. Normative
pressures were the most widespread and an anafysigrview responses indicated they

were the most likely of the three pressures to teaatganizational change. All these
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isomorphic pressures are located at the field lamdlimpact organizations in similar
ways. Isomorphic pressures in the mutual fund filldrefore, lead organizations to talk

about CSR in similar ways and to adopt similar pcas.

CONCLUSION

As established in Chapter One, corporate socipbresbility has become a
socially mandated norm that is endorsed at theetaddevel. In order to achieve
legitimacy, organizations are expected to aligirthetions with the norm of CSR by
adopting practices that serve the social goodchigwdhapter | have outlined the ways in
which the institutional norm of corporate sociadpensibility manifested itself at the
organizational level. Homogenizing forces inclginstitutional legitimacy,
institutional myths, natural economic laws and isgphic pressures, acted in the mutual
fund field to create similar justifications for garate social responsibility and similar
organizational practices. My research provideettdor neoinstitutional theories
which argue that institutional norms become embeédld@ur society providing
constraints for action. These norms limit the g/péacceptable behavior that
organizations can pursue. In terms of corporateabcesponsibility organizations
converged in the types of themes they discusséeiag a part of corporate
responsibility, the ways they justified their paipiation in CSR, and the specific types of
practices they pursued. By adopting shared pesstimutual fund organizations gain
legitimacy in the field and are able to enhancé ttieances of organizational survival

and success.
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In the next chapter | analyze how the institutiomadm of corporate social
responsibility can also act as an opportunity fganizations to pursue innovation and
unique identities creating diversity. | investigdow organizations tailor CSR practices
and justifications to fit their unique organizatsrcultures. In doing so, | find that they
often use references to similarity as found in dhapter to validate their actions while
pursing strategies that set them apart within iifld and help them to find an

organizational niche.
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CHAPTER llI: Differentiation in Adoption Of CSR Practice

“[Corporate Social Responsibility] could mean adbthings, and every organization that
decides they want to do this does it in a differeay.
| think the main point is to, understand the conioacbetween your fiduciary duty and
the broader duty to society as a whole.”

-- Arthur ThompsonTerrace Investment Management

In the previous chapter, | analyzed the specifsvn which organizations
respond homogenizing forces as they incorporatgocate social responsibility
practices. In support of neoinstitutional thearisho argue that legitimacy drives
sameness, my data describe how organizationalre&m®is on similar themes present
in business discourse and react to external novematiimetic, and coercive pressures as
they make sense of their actions in relation tRC$ this chapter, | reveal the ways in
which organizations legitimize their cultural deciss by embodying difference as well
as similarity. This analysis addresses the fispkat of my research agenda: What is the
institutionalized context within which mutual funtanagers adopt and adapt CSR
practices to fit their unique organizational cu#t@r | investigate the fit to
organizational culture- by asking: How does the enactment of CSR prextieflect
innovations in organizational culture?

In this chapter | first review the literature ore thotential for diversity of practice
within organizations. Next, | analyze how orgatimas can use practices of innovation
to manipulate and adapt the pressures of institatioonformity while maintaining

legitimacy in their field. Finally, | investigatee dual process of innovation and
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imitation to show how notions of sameness and iiffee intersect to promote legitimacy

for the organization.

LITERATURE REVIEW: Cultural Diversity

In the previous chapter | identified how institutal legitimacy, natural economic
laws, institutional myths, and isomorphic pressumgsact mutual fund organizations by
homogenizing the way they define corporate soeigphonsibility and homogenizing CSR
practices within the firm. Corporate social resqbility practice in the mutual fund
industry may be characterized by a wide degreeffarentiation rather than
homogenization. Some organizational scholars hayldighted the ways in which
institutionalized norms both constrand empower organizational actors (Alexander
1996; Dobbin and Dowd 2007; Oliver 1991). Orgat@ss pursue their own interests
while constrained by institutional norms. Whilstitutionalized norms serve as
guidelines for action they are not universally irepd on organizational actors leading to
field homogeneity (Dobbin et al. 1993; Kelly andlibin 1999, Dobbin and Dowd 1997,
2000; Oliver 1991, Alexander 1996). Organizatiomebrs, instead, have the power to
innovate to create strategies that incorporatednstraints of the institutional structure
while finding inventive solutions that serve adrategic advantage for their specific
firm.

These two chapters reveal how organizations fingsvia adopt anddaptCSR
to best fit their organizational contexts. Thegpjidsimilar practices to create
institutional legitimacy and enact unique practitesstablish organizational identity

(Pedersen and Dobbin 2006). There are four mairces of organizational
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differentiation: innovation and strategic institutalism, stakeholder legitimacy,

geographic specificity and manager values.

Organizational Differentiation: I nnovation

Organizational innovation is simply the adoptioraaiew idea, practice or
structure (Hage 1999). Organizational innovat®necessary to remain competitive and
can be used as a strategy to achieve differentiaimol secure a competitive niche in the
field (Bansal & Roth, 2000; Himmelstein, 1997; Ha#in, 1999; Marquis, Glynn and
Davis 2009). Organizational scholars stress thgswawhich organizations can resist
conformity through innovation in the face of instibnal pressures (Oliver 1991; Sherer
and Lee 2002). Alexander (1996) uses strategigutisinalism to explain the tendency
of organizational actors to find innovative waysianage the conflict between
institutionalized pressures and organizational matoy. She showed how organizational
actors, museum curators, were able to maintain sieonomy in the face of external
constraints. Powerful funders, for example, pespures on curators to implement
specific types of exhibits which may not have bseen as legitimate forms of art.
Museum curators had to strategically adapt theiselection and presentation strategies
to preserve artistic legitimacy while satisfying theeds of external funders.

As the previous chapter revealed, institutionalizedms, like CSR, may provide
a limited model that constrains the strategies dhgdnizations can take. Organizational
actors, in strategic institutional theory, have tlténate power to shape organizational
outcomes through their own innovative strategieBenhanaging these constraints.

Strategic institutionalism resonates with populageology theory which suggests that
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organizations may use differentiation or specisiimaas a competitive strategy. These
organizations create niche markets in order toigerand secure resources when in
competition with larger firms that have the abilityattract broad audiences (Hannan and
Freeman 1989). According to strategic institutlemma and population ecology, by
specializing in unique products or strategies, $ican attract customers who are focused
on similar, specialized values and ideals. MarkawR007) suggests that mutual fund
entrepreneurs adopt socially responsible invegimnagtices to attract investors who align
themselves with the values of the socially resgadadirm.

Based on theories that predict organizational diffgation rather than
homogeneity, | expect firms to justify their inclois of CSR practices as innovative or
unique policies that situate their organizations@spetitively diverse. Innovation of
CSR practice may be used by mutual fund firms ¢éater or solidify a niche market

position.

Sensitizing Questiorl: In what waysdo organizations champion their CSR
practices as being innovative or unique?

Organizational Differentiation: Stakeholder Legitimacy

In the previous chapter | analyzed the ways trstttutional legitimacy drives
organizations to act in homogenous wageePutnam Rankin, Chapter Two). Scholars
suggest that a different form of legitimacy — staider legitimacy — may lead
organizations to create unique identities. Stakkrdegitimacy is distinct from the
institutional legitimacy discussed in the previahgpter. Through institutional
legitimacy organizations gain status and rewardbhenorganizational field or industry.

Stakeholder legitimacy, on the other hand, is aoateby stakeholders specific to the
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firm. In order for the organization to be seeneggtimate in the eyes of its stakeholders
(versus its peers) the organization must obtakesialder legitimacy. Stakeholder or
pragmatic legitimacy is based on an “organizatiabitity to convince stakeholders of
the usefulness of its decisions, products, or e’ (EIms and Phillips 2009; 404;
Basu and Palazzo 2008; 126; Suchman 1995). Clihearists argue that concerns over
stakeholder legitimacy can drive organizationsostdr unique identities, not only
homogenous similarities (Glynn and Abzug, 2002;dPeeh and Dobbin 2006; Marquis,
Glynn and Davis 2007; Navis and Glynn, 2011).

Stakeholder legitimacy is driven by organizatiomaponses to their specific
stakeholders. In the mutual fund industry theske$talders could include private
investors, institutional investors (e.g. churchezsion funds), mutual fund shareholders,
suppliers, employees, social movement activistd,the community. Because each
organization has unique stakeholders their expeatand basis on which they give a
company legitimacy differ. Instead of institutibmarms at the field level creating
pressures to homogenize, these theorists arguertatization-level pressures impact
individual organizations leading to diverse orgatianal responses. (see Elms and
Phillips 2009: 406). Based on stakeholder legitiyneonferred in discourse with an
organization’s unique stakeholders we would exgeatindividual mutual fund

organizations would enact diverse practices of @@ie social responsibility.

Sensitizing Questior2: In what ways do mutual fund organizations use c@ted
social responsibility to differentiate themselvesni the rest of the organizational
field and attract or maintain specialized investors

2A: How do the demands and wishes of investors, shiatetso and other
external stakeholders impact the ways in which mzgdional actors make sens
of corporate social responsibility?

11°}
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I nstitutional Differentiation: Geographic Specificity

Another possible source of differentiation in cagde social responsibility
practice may be related to geographic locationga@izational theorists suggest that
institutional pressures in terms of corporate daeisponsibility are geographically
specific (Marquis, Glynn, and Davis 2007; Galaskean 985, 1991, 1997; Galaskiewicz
& Burt 1991). Marquis, Glynn, and Davis (2007) éstigated the ways in which CSR
policies were largely influenced by the communibptext within which organizations
are embedded. They found, for example, that iar#l localized normative pressures
created a standard for supporting the 1996 Olympatsdidn’t impact other geographic
communities. Geographical differences may exiseims of CSR in the types of
practices that are considered normative. For el@nipthe Boston mutual fund arena
corporate philanthropy may be the main way of sujopgpthe norms of CSR while in the
New York area creating socially responsible invesihfirms may take precedence. In
the mutual fund industry we might, therefore, firatiations in CSR policy based on

localized rather than universal institutional norms

Sensitizing Question 3:In what ways does the geographic location of théuadu
fund impact the particular practices that the oizrtion adopts in terms of
corporate social responsibility?

I nstitutional Differentiation: Manager Values

A final source of potential organizational variamceorporate social
responsibility practice is related to the valuesécific organizational actors. Some
organizational scholars argue that adoption or spipn to institutional norms may, in

fact, be directly correlated with the unique valoéan organization and its visionary
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leader §ee, e.gBiggart 1989; Glynn and Dowd 2008; Martin, Knopathd Beckman
1998; Gunther 2004, Chapter 11). Mary Kay, InomTs of Maine, and Domini Funds,
all exemplify corporate social responsibility asdme would argue, that their actions
were spurred by the particular values of theironarry leaders. Other leaders, however,
may feel that CSR practices inhibit bottom linelgoalrhese actors may use their
personal viewpoint to oppose the incorporate oeagpiof CSR practice within the firm. |
expect that some organizational practices of CSRImeaspecifically spurred by the

founder or key leader’s values.

SensitizingQuestion4: How do the values of specific mutual fund leaders
impact the organization’s unigue response to cateasocial responsibility?

RESEARCH DESIGN: METHODS AND DATA

In order to address the ways in which mutual fushtferentially adapt the
institutionalized norm of corporate social respbitsgy | drew upon my interview data as
described in the previous chapter. My final sampdduded twenty-six organizations
within which | conducted interviews.
Outcomes of I nterest

In this chapter | am interested in the diversityadctices organizations pursue in
terms of corporate social responsibility. | anenested both in the ways that
organizations justify uniqueness or innovation #relexamples of uniqueness and
innovation that respondents discuss when describigig organizational practices. |
investigated whether or not mutual fund organizetiadopt the institutionalized norm of
corporate social responsibility. | asked respot&ldn what ways do you consider your

firm to be socially responsible? And: Can you ted a little bit about your approach to
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social responsibility? | coded segments of thipomse to understand how the
organization incorporated social responsibilitglimerse ways.

Next, | analyzed the actual practices or polithed organizations enact within
their organization that relate to corporate sa@aponsibility. | coded segments of text
that referred to specific practices the firm undektin relation to corporate social
responsibility in their responses to the above goes. In addition, | asked respondents:
Does your firm participate in activities related@8R? And: Does your firm have
policies that fall under CSR? In particular, | eddvhether practices were characterized
by innovation, differentiation, or imitation.

Explanatory Factors

Research has shown that several factors may |g@shiaations to adopt diverse
practices in response to institutional norms. €Hastors include the impact of specific
stakeholders, geographic specificity, and visionaeaglership. The reaction of mutual
funds executives to the norm of CSR may be impdugyed their relationship to external
stakeholders including shareholders, board memhbadsinvestors. My analysis focuses
on whether or not organizational actors identifysth external stakeholders as an
influence in their decision to incorporate spedgtactices in response to the norm of
corporate social responsibility. |1 coded segmehtie interviews that referred to

specific stakeholders, geographic location, commyuteadership, and founders.
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RESEARCH FINDINGS AND DISCUSSION

Sensitizing Questiorl: In what waysdo organizations champion their CSR
practices as being innovative or unique?

The mutual fund organizations | interviewed ofteed ways that their
organization was unique, innovative, or a pionaderms of their CSR practice. Sixty-
nine percent of the total respondents discusseddlys that CSR made their firm unique.
In addition, fifty-eight percent of respondentsc&ad about the ways that this uniqueness

provided their firm with a competitive advantageaanarket niche (see Table 1).

UNIQUE/INNOVATIVE | NICHE/COMPETITIVE ADV.
NON-SRI 4 2
(N=12) 33% 17%
SRI (N=9) 9 8
100% 89%
MIXED 5 5
(N=5) 100% 100%
TOTAL 18 15
(N=26) 69% 58%

The mutual fund industry is a competitive field wdnerganizations strive to be
distinct so they can make claims that they proeignts with a service they couldn’t
receive elsewhere. In my interviews it was cléat executives often used their specific
CSR practices to describe the unique identity efrtfirm. The data also reveal that
Non-SRI and SRI funds respond differently in tewh&ighlighting their uniqueness in
relation to CSR. SRI funds were much more likelyalk about the ways that socially
responsible practices made their firm unique aedted a competitive advantage. Often,
these funds discussed the ways that inclusion@&kp responsible investing attracted
and retained particular investors.

Christine Moye of the Russell Group, for examphglains how investors in their

90



funds are more likely to stay in economic downtusen they align with the social
values the firm upholds:

“[M]y guess is that the clients that are with us Hrere in large part because
of the social story. We clearly had a lot of inees who came to us in the
mid 19, mid and late 1990s because we were amanigebt . . . of all

mutual funds at one point in time. . . . I'm sunatta lot of people came then
just because of the performance and | suspect afdh®se have left than,
than the social folks.”

An executive aLemon Investment&alph Hale, describes the competitive
advantage his firm has gained by promoting sudtéénsolutions:

[1]f the downturn in the financial markets is au#f business as usual,
then let’s not play by that game anymore. . . of%@ of our marketing
literature talks about trying to build a new sus#dile economy, and |

think that is very appealing to people. | thinkyhat least a certain subset
of people say, “You know, things aren’t workinggreat the way they

are. Let’s try something new.” And to that extdrihink that has been a
competitive advantage for us.

Sensitizing Question2: In what ways do mutual fund organizations use c@ted
social responsibility to differentiate themselvesni the rest of the organizational
field and attract or maintain specialized inves?ors

2A: How do the demands and wishes of investors, shialetso and other
external stakeholders impact the ways in which migdional actors make sens
of corporate social responsibility?

D

In the previous chapter a source of organizatibnatogeneity for CSR was
found in executive responses that signaled strgggleorganizational legitimacy.
Stakeholder theorists have suggested that anaiherdf legitimacy drives organizations
to act in diverse ways. One specific way thataigations may adopt diverse practices
in relation to CSR is in response to the speci@mends of their stakeholders. Sixty-nine
percent of the respondents mentioned the role@ifts], shareholders, and external

stakeholders in influencing their CSR practicebe drganizations often adapted their
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practices in response to the explicit or impli@tthnds of their specific stakeholders. In
doing so, they used “competitive advantage” orHeicjustifications to legitimize the
ways that their organization was different fromestbrganizations in the field.
Organizations responded to stakeholder demanddiatiaguished themselves from
other firms based on the needs of their clientdbeck Schull oV/. Thomas Investments
explained how his firm’s CSR practices were mongagsive than those of other
companies. He tied the cultivation of such pragiearly on in the CSR movement to
the demands from their clients:

[O]ur particular clientele . . . tends to be mareerested and aware of

these kinds of issues, so we tend to hear aboutrié¢, either because

we’re doing market surveys or because our investopsoach us directly

and say, “Hey, you should be involved in this.”, 8@ actually were

involved in the South Africa issue, you know, batkhe eighties and we

got involved by engaging corporations about theassAnd, that was

driven | think in part by, participant demand. Ttiee people were saying,

“This is important, and you should focus on it.’hd\we wanted to be

responsive.
Bobby Goolsby ofairhouse Fundsliscussed ways that his firm was altertgrent
policies to become more socially responsible ipoase to the expectations from their
investors:

You know, our investors, expect a certain levallistlosure about these

things that we didn’t have before . . . . [they@ awver increasing their

demands on us, disclosure and discussion of teeges an . . . illustrating

for them how we’re incorporating environmental &odial practices into

the investment decision process.

The demands of organizational stakeholders impaedet firm in different ways
and at different time periods. Some organizatioespondents talked about how clients

began inquiring about CSR practice early on inrthitory while others cited the recent

call for social responsibility. Because the densawére different thematically and acted
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upon in different time periods we would expect Q8Rctice to have very different

components from firm to firm.

SensitizingQuestion3: In what ways does the geographic location of théuadu
fund impact the particular practices that the oizrtion adopts in terms of
corporate social responsibility?

Organizational theorists suggest that institutigoraksures in terms of corporate
social responsibility are geographically speciMatquis, Glynn, and Davis 2007;
Galaskiewicz 1985, 1991, 1997; Galaskiewicz & Bi®#91). These studies show how
organizations in particular communities act in &gamways. Another source of
differentiation in terms of CSR practice, therefaemes from the specific location of
the mutual fund. | would expect that firms in 8&ne locale would impact each other’s
CSR practice while mutual fund firms that were migsmdated might have the freedom to
act independently.

Fifteen of the twenty-six firms (58%) talked abdiug ways in which their
embeddedness in their community, region, or cityaotied their CSR practices. Firms
discussed the ways that their geographic locatigracted their degree of interaction
with other firms on CSR issues, the focus of tlkR practice (e.g. education vs.
environment vs. diversity), the types of values/tespoused, and the specific SR
companies they invest in. While geographic regias a salient issue for some firms,
these firms cited few examples of how their geogi@fpcation impacted CSR practice.
Of the fifteen firms that discussed geography thezee twenty-one total examples of the
ways in which geography impacted organizationaicyol Each firm that cited

geography, did so on average of 1.4 times. There wventy-one coded segments for
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geographic differentiation among the fifteen respents.
Furthermore, geographproximityto other firms was not a salient issue for my
respondents. Most respondents referred to therglangact of the industry but not the

local sources of influence.

SensitizingQuestion 4:How do the values of specific mutual fund leaders
impact the organization’s unique response to cateasocial responsibility?

The values of specific mutual fund leaders wefieal source of diversity in CSR
practice My analysis revealed that sixty-two pated respondents cited the ways in
which the values of their founder, or prominent@xee impacted their practices. The
values of mutual fund leaders impacted the firmt lad a general level — in having a
focus on the social good — and at a specific levialterms of specific practices that
companies pursued. Ethel FossJefemiah Capitglexplained the ways that the top
executives of her company pushed for a focus oatimvesting: “They truly believe in
investing in a company that has strong roots,ithathical. . . There’s no perfect
company, but they [look for] a well-rounded compafhey take into consideration the
people, not just the profit.” Similarly, Aaron Taof Socrates Managemediscussed
the way that values at the top level of the orgation permeated into CSR behavior:

Businesses do what they have to do but there ésddim moral compass

of how to treat people and how to operate in thraroanity . . . And it

originates because of the people and, when | sagdbple, | mean it is

very easy for the tone of the top of the firm tad@ message for what is

acceptable behavior and what is not.

Additionally, corporate leaders impacted spea@fitions that organizations

pursued in terms of CSR practice. Martin WeatléGranmountdiscussed the ways

94



that the values of their CEO and President impaittedypes of causes th@tanmount
had supported over the years. He said, “oneeofédasons why we have been involved
with [financial literacy] is that Alex and Jamiethare very committed to kids knowing
about what's happening from a financial perspectivi&ephen Sonnier &hitehouse
Grouptalked about how the family influence impactee@daawed focus on CSR
practices:

| think it has a lot to do with the, the sort offfdy influences on the

company and the family presence in the companerélf a real sense of

community, and as the company grew very quickly there starting to

feel like that, the fabric of internal community svstarting to fray a little

bit and wanted to try and make an adjustment building that up and

doing that through community involvement programgnin
Discussion: Diversity vs. Homogeneity

This chapter reveals some of the ways that orgéinizs can exhibit diversity and
difference in response to the generalized institi#ti norm of corporate social
responsibility. The previous chapter highlightbd tvays in which organizations feel
pressures to conform and adopt similar policiegfarence to corporate social
responsibility. Organizations innovate to creasgidct identities and foster policies that
may attract specialized investors. In doing seytmay obtain rewards like investor
loyalty and favorable public images — stakeholdgitimacy. On the other hand, my
analysis reveals that organizations often responsbimorphic pressures and adopt CSR
practices that they see as similar to other orgdioias. The literature on institutional
legitimacy suggests that organizations do thisgdenofor their actions to be seen as valid

or legitimate within the mutual fund field. Thessemingly opposing narratives are

actually parallel processes that organizationsysuns order to be seen as legitimate in
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the field and among stakeholders. Organizaticesgponses reveal three distinct patterns:
1) organizations act in homogenous ways when tlkeed the support of institutional
legitimacy; 2) organizations innovate to createincs identities when they seek
stakeholder legitimacy to remain competitive; 3Jarizations combine innovation with
imitation in times where both moral and instituabtegitimacy are needed.

The support of other organizations, through induassociations, in particular
was salient for almost all of the firms in my stu@2%). These alliances provided safe
places for organizations to form “shared meanimgs\alues”. On the other hand, when
organizations discussed their relationship to tligimvestors, or shareholders, there were
much more likely to tout their uniqueness. Hesksholder legitimacy to diverse
stakeholders became an important organizationavatain. In order to maintain an
advantage in a highly competitive industry, exaagineed to stake claims to their
distinctive traits and benefits. A final pattehat was prevalent in evaluation of
organizational responses to corporate social respitity was that organizations often
combine strategies of homogenization and diveedifin in order to validate their

actions.

VALIDATION: Imitation and Innovation

Organizational responses to the institutionalizexmof corporate social
responsibility exemplify a dual process: 1) thagamizations pursue strategies that
maintain their membership in the group (instituéiblegitimacy) and, 2) that
organizations signal their distinctiveness withiattgroup by appealing to organizational

stakeholders (stakeholder legitimacy). Organizaiannovation can be risky.
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Organizational innovation can lead to uncertaiptyssible failure, and diminished
reputation. Organizations, therefore, may avoiddpéhe first mover in any specific
activity as a more successful approach is to folleapioneer (Tellis and Goldner 1996).
Organizations try to be innovative, but not tooqura.

Ten respondents from my interviews highlighted gasadox. Organizations
seem to validate their uniqueness through compatsother firms. In doing so, they
both imitate and innovate CSR practice. One wayhicth this became apparent was
when companies claimed that they looked at whadrathganizations were doing in
order to determine best practice and then clairthagtheir organization’s policy went
“above and beyond”, was “ahead of the curve”, at they were “the pioneer”. Stephen
Sonnier ofWhitehouse Groumade this type of comparison. He explained that
Whitehousavas, “talking with the folks who run the communigtations functions at,
Chimney Asset ManagemeatParker Group and atClayton Fundsand none of the
three of them have anything close to someone Igp&ircorporate citizenship in a
general way as we do.” Jesse Edelstei@lajton Fundsiescribed their proxy voting
behavior as ahead of the curve in the following way

| have looked at our competitors’ voting records, know, for years, and the

dirty little secret of the mutual fund businesghiat most shops don’t have

portfolio managers voting. Most shops have someg@nce person and the
clients or something voting, and they vote fortladl funds. So we are one of the
very few [that vote in this way]Carpenter Fundss one, and we’re one.

In addition, like Edelstein’s reference to Carpeftends, organizations often
claimed similarity to other peer organizationsheit innovation. Executives would

claim thattheywere the pioneer or innovator “like XYZ firm”. kg Valdez of Bayn

Fund provides an example of how respondents jadtiiSR practice in this way:
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So we’'re very engaged, probably the most engaged & large company
standpoint.Murberry would be close in terms of corporate governance
because, you know, the way corporations behavebwitlictated by the
leadership and the board, and so we’re very engagiet process. . .

.We're continually disappointed frankly that, uhoma firms don’t take an

active role.

The intersection of innovation with imitation sugtgethat organizations don’t
want to be seen as too dissimilar or unique in $esfrtheir organizational practices.
Many of the organizations | interviewed used thmparison to other firms as a way to
signal their inclusion in the group even as theyeansaiming superior or atypical
behavior. Firms may be afraid to be the first mavieen adopting new policies that

haven't fully been legitimated. They, thereforempare their pioneering activity to

precedence established by other firms.

CONCLUSION

This chapter examines how mutual fund executidegpathe institutional norm of
CSR in diverse ways to strategically reach thajaaizational goals. Sources of
diversity in CSR practice include struggles for gatitive advantage, stakeholder
legitimacy, geographic location, and specific valespoused by organizational leaders.
After highlighting the ways that organizational eligity was exemplified in executive
discussions of CSR | next analyzed the intersestairhomogeneity and diversity. The
patterns | find support theories that expect orgtions both act in similar and unique
ways (Pedersen and Dobbin 2006. Finally, the siaggest that organizations both try to
imitate and innovate in order to achieve legitimacthe field and achieve a competitive
advantage. | argue that institutional legitimang atakeholder legitimacy are needed at

different times by an organization and their regasto CSR reflect the type of
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legitimacy they are seeking. My analysis illuates the complex ways in which mutual
fund organizations incorporate and strategicallgpdnstitutionalized pressures.

It is apparent that executives interpret and etieecinstitutional norm of
corporate social responsibility typically diverse ways. Organizations often altered
CSR behavior to theoretically give themselves apetitive advantage. Whether or not
this competitive advantage is realized is the silgéanother inquiry. Organizations
operate with many “institutionalized myths” basedimplicit assumptions and unrelated
to actual performance. The ties of CSR practiceptopetitive advantage may, therefore,
be simply a myth that executives in the field heatgonalized as contributing to the
bottom line. On the other hand, corporate socspaasibility may actually provide
mutual funds with the opportunity to create nicherkets and attract diverse investors.
Executives use CSR practice to display innovatixetegies that help to set them apart

from the rest of the field while citing similaritizat ensures membership in the field.
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CONCLUSION: Research Contributions and Implicationsfor the Industry

Mutual fund organizations rarely invoke rationastbenefit analyses in their
rationale for corporate social responsibility piaet And yet, much of the research on
corporate social responsibility has tried to mdieedonnection between social
performance and the bottom lireeg, e.gMargolis and Walsh 2003; Taneja, Taneja,
Gupta 2011). Taneja, Taneja, and Gupta, for exanpltheir meta-analysis of articles
on corporate social responsibility in managemetween 1970 and 2008 found that in
the majority of recent academic articles have fedusn the impact of corporate social
responsibility on organizational performance andldferent ways of measuring
corporate social performance (16). Scholars aneasingly interested in the impact of
CSR on organizational performance and in the waykevelop comparable measures
across organizational fields. My research turnayafrom this tradition to focus on three
other areas of CSR research identified by Tangjagjh and Gupta (2011): 1) studies
that review the ambiguity and evolution in meanin§€SR; 2) investigations of factors
leading to CSR implementation, and, 3) analysihefCSR practices employed by
specific organizations or industries.

Carroll (1999), for example, tackled the first rasdn focus by developing a
historical framework for understanding the origamsl transitions in the definition of
corporate social responsibility. Matthen and Cr@®5), in the same tradition,
developed a theoretical framework to examine hoovgorate citizenship” might provide
a better framework for understanding the role tdwaporations are currently playing
(174). Ininvestigating particular factors thaadeto CSR implementation, Campbell

(2007) theorized that specific institutional pressuncluding state regulation, industry
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self-governance, and monitoring organizations wanddease the likelihood that
corporations adopt CSR practice. Marquis, Glymal Bavis (2007) also develop an
institutional, theoretical model that proposes tiedgraphical embeddedness will lead to
community consensus in terms of corporate soctarmc Other scholars in the third
research tradition have investigated the waysghgtcular organizations employ CSR
practice. These studies frequently analyze orgefew organizations. For example,
Rosabeth Moss Kanter’s (2010) study highlightedhtemgultinational corporations
(including IBM, Procter & Gamble, Banco Real, antbkcis Groupe) and how they
innovatively create both organization and socialdjo

These diverse research approaches have createdrattbal framework for
understanding the intricacies of corporate soesponsibility over time, specific factors
that may promote or hinder CSR practice, and exasnpl organizational or industry
applications of corporate social action. My reskauilds on the CSR research tradition
by looking at all three of these research agenaes &n industry-wide, theoretical, and
empirical perspective. The data provide eviderfidbehistorical nature and social
context that alters meanings toward corporate soes@onsibility in business discourse,
identify specific factors that may contribute tonsorphism or diversity in the mutual
fund field in terms of CSR practice, and empirigaéist which factors of organizational
change are salient in the mutual fund industry.

My research also contributes to institutional anlucal theories of
organizational change by investigating the imp&dtath institutional pressuresde, e.g.
Campbell 2007; Lee 2011; Pedersen and Dobbin 2&@éultural innovation on CSR

practice §ee, e.gAlexander 2006; Marquis, Glynn and Davis 2009). idgearch
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suggests that what propels organizations into gatpsocial action is not a belief its
impact on the bottom line. Instead, mutual funglamizations implement CSR policies
due to their embeddedness in the social structfréee industry (e.g. professional
membership, interaction with key stakeholdersnéifito other firms) and their desire to
remain competitively innovative (Alexander 1996jv@t 1991; Sherer and Lee 2002).

Government regulation is often the initial drivénmstitutional change followed
by the sustaining forces of industry and organazeti interactions that solidify and
institutionalize specific organizational practi@wl structures. Institutional scholars
have long suggested that government initiativekayedrivers of organizational change
(Scott et al. 2000; McAdam and Scott 2005; Fligst987; Dobbin and Dowd 2000).
Government action has shaped diverse organizataweahs including professional
leadership in the healthcare delivery industry (Sebal. 2000), the creation of a new
organizational form - the multi-divisional form (ida et al. 1997), and the proliferation
of CEOs with a finance background (Fligstein 1987).

Scott et al. (2000) show how the sudden escalatidederal involvement in the
healthcare sector created new governance mechawiitis destabilized the dominance
of professional interests. In response to grgwpablic demand and interest in the
healthcare industry, new agencies and regulatiare ¥ormed to ensure the quality of
healthcare (McAdam and Scott 2005; Scott et alOR0®@Ithough, the government
reduced its influence in the following period beénel 983 and 2000, the federal, state,
and local governance structures they created readaMy analysis of CSR discourse
exemplifies how the government had a similar, pgshaintended impact, on what it

means to be socially responsible. As we look agitvernment impact on CSR
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discourse we find that discourse shifted in impart@ays following the Sarbanes-Oxley
Act of 2002.

First, as reported in Chapter One, discourse oveimihgly became focused on
governance and compliance issues in the periodwuting and following the Act’s
implementation. For the five year period prio2@02 on average only 4.8% of the
articles on CSR talked about governance and congdisssues. For the five year period
following the Act’'s implementation 28.6% of theialts focused on governance and
compliance issues. A second way to illustratesthi#t in the discourse that took place
around 2002 is to analyze what proportion of aic@ddressed internal versus external
CSR practices. Internal practices include treagimgployees well, being a green
organization, having fair employment and compensgbolicies, complying with
industry and government standards, and focusinghareholder rights. External
practices include community involvement, corpogiteng, volunteerism, and social
investing.

Analysis of CSR discourse reveals how, over tinsgalrse about CSR shifted
from a focus from external practices to internagpices ¢eeFigure 11). If we look at
the ratio of articles that talked about internaqtices versus external practices we find
that articles focused on external practices podhe 2002 Sarbanes-Oxley Act and then,

shifted focus to internal practices following itsplementation.
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Figure 10: Ratio of Internal vs. External CSR Codes
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These data suggest that actions by governmentecarkby driver of changes in
what is considered normative for corporate so@sponsibility practice. The Sarbanes-
Oxley Act introduced a new regulatory environmédnatt tstressed organizational
transparency, oversight, and compliance. Thesadldecame incorporated into CSR
discourse and shifted its nature from externahternal responsibilities.

My interview data further reveal that the Sarba@eatey Act of 2002 created
only vague guidelines for corporate social respulitsi practice. These guidelines did
little to alter existing practices, but insteadanbed the ways organizations talked about
CSR. A focus on internal practices of transparebaoginess ethics, governance and
compliance were suddenly talked about, and undadsts being a part of what it means
to be socially responsible. My respondents incafsal these themes in their discussions
of CSR.

While government actions may be the initial foneestieating a shift in
organizational behavior, ties to the industry, irdeganizational connections, and

specific organizational responses often creatdattteng structures that define which
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behaviors become institutionalized. My intervieatadshow how organizations
overwhelmingly cited examples of normative pressune CSR adoption and
implementation. Ninety-two percent of my interviesspondents referenced the
importance of the industry or CSR activists as dpearfactor in their incorporation or
implementation of specific CSR practice. Additibjpamimetic pressures, or references
to copying another firm’s initiatives, were mentohby sixty-nine percent of the
respondents. These normative and mimetic presguoeided constraints on how
organizations can act within the industry. As suunl analyses reveal that organizations
adopt similar justifications for CSR behavior aatltimes, similar practices. This
isomorphic tendency allows mutual fund organizagitmbe seen as legitimate within the
industry.

While isomorphic pressures constrain the accepttd¢egies mutual funds can
pursue in terms of corporate social responsibiligtso found that mutual fund
organizations are strategically innovative in th@8R practice. Sixty-nine percent of the
organizations | researched championed their CS&ipes as being unique or innovative.
Furthermore, fifty-eight percent of the organizasaited ways that their CSR practice
gave them a competitive advantage or a niche pasrti the industry. Innovation, or
being seen as unique or different from their comtipetcounterparts, is definitely
important for the mutual funds | interviewed.

While the government often provides the initial dsk” or the incentive for
organizational change, here a redefinition of wihaeans to be a socially responsible
organization, organizational actors have the ultanpower to shape organizational

outcomes through innovative strategies. They mdosthis while managing normative
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and mimetic constraints that provide models forrappate behavior. In the mutual fund
industry we find that organizational actors managaflicting pressures for similarity

and difference in order to maintain industry araksholder legitimacy.

I mplications for the Mutual Fund I ndustry

| recently observed student presentations on sobaige at American
University. The business students had been asiesix weeks, to “implement a social
change activity, effort or project within any eraiment or organization of their choice”
(Westermann-Behaylo MGMT 209 Syllabus). Two thisgsick me about these
presentations. First, all the students condudtent projects within an organizational
setting. No student decided to strike out on tbein to create social change. Second,
only one student in the course completed theirgatoyithin a for-profit firm.
Overwhelmingly students participated in projectdblethe non-profit sector.

The choices these students made in their socialgghactivity reveal that as a
society, we believe that organizations are effeciivaddressing social problems. In
addition, we overwhelmingly turn to the non-praéctor, and at times perhaps the
government, to address social change. Corporatimngever, are extremely powerful
vehicles in our society and have the capacity tckviar the social good. The mutual
fund industry, in particular, manages over eletréiion dollars, has powerful networks,
high skill sets, core competencies, and managesterdtures that are ready to jump into
action to create social change.

My investigation of corporate social responsibiliithin the mutual fund

industry brings to light three main strengths sfdbcial responsibility potential: 1)
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organizations have an interest in corporate soesgonsibility — theyvantto be
involved; 2) organizations have the capacitiesitprove society, and 3) organizations
have the networks in place to support CSR initetiv The organizations | researched
exemplified how it is best to focus on what you wrend what you are passionate about.
Not all organizations adopted CSR in the same wagst organizations chose particular
activities based on the interests of their leadargloyees, and investors. Some leaders
had a passion for education initiatives and satimpany created new education
programs and partnerships in their community. Otleenpanies focused on the power of
their employees and sponsored volunteer driveéal charities. Or, many firms used
their skills in investing to create sustainableuohs for investing responsibly. The
second strength that the industry has in termsSR & they have skill sets, structures,
and competencies that can support CSR initiatiViée industry is highly educated and
business savvy. Mutual Fund firms can use therde skills to support diverse
philanthropic initiatives, work with the non-proind government sector on community
building, and create new solutions to social profde

Finally, the industry has established business ordsvin place that could
facilitate CSR efforts. Overwhelmingly when | adkée respondents if the industry was
inherently competitive or cooperative respondergstioned the collegiality in the
industry. Of course, they recognized the competitiature of the industry in general,
however, when you put investment decisions asideiahéund firms often were more
than willing to share best practices and work thget Martin Weathers &ranmount

expressed how the industry was “all in it togethdte said:
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[W]e compete vigorously but at the same time |klemerybody realizes

that we all sort of hang together or hang separatel It doesn’t do any of

us any good particularly if somebody else’s moneykat fund blows up.

It doesn’t do us any good if somebody else hasgptiance problem in

the long run. In the short run maybe we gain sassets, but in the long

run it tarnishes the brand of mutual funds andritishes the attractiveness

of investing. So we really do feel that at a vienydamental level, we're

all in this together, and it’s certainly over tlom¢) term we’re entirely in it

together. We have every incentive to help eachratht when it comes to

compliance and in doing the right thing and promgpsound regulation

and all of these other principles that the ICI d&afor.

Among the SRI firms especially, this collegialitysvused to promote some
standards and common practices for social respititsitMany SRI firms work together
on advocacy issues, shareholder resolutions, aricbement, social, and governance
(ESG) research on public companies that they cowigst in. In addition, their
conference SRI in the Rockies focused not justest investment practices, but ways
that the industry could work in coalition to createial change. The SRI industry
perhaps provides a model that the entire industaydcuse in trying to enhance their
CSR impact.

While the industry has several strengths that lperintin place to revolutionize
social change, efforts within the industry it haein short of its true potential. Two
main areas could be strengthened that would magithiz power of the industry in the
area of corporate social responsibility. Firstng could formalize their corporate social
responsibility practices. Very few firms currentigtive corporate social responsibility
departments or officers. By investing and develigphese capacities firms could better

analyze the impact that they wanted to make inesp@nd be better executors of that

plan.
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Second, once firms create corporate social respidihsdepartments they would
have better capability to work together on CSRassuwWhen | spoke to Stephen Sonnier,
one of the few people who worked as a corporat@abk@sponsibility officer, he was
frustrated by the lack of focus on corporate sa@aponsibility within the industry:

| will say that the [mutual fund] industry in the&l is, | think, holding us

back. We're a very peer-aware industry in genétaink. . .So in many

ways it's very conservative, nobody wants to, stiekr head out and,

make a move forward in a way that makes them stanérom the rest of

the pack when it comes to [CSR]. That’s been deange.

Sonnier's comments hearken back to my discusdiomovation and imitation
(seePutnam Rankin Chapter Three). In the areas ofotatp social responsibility no
one wants to be the true pioneer, they want tdobeeta follow the leader while still
being innovative. This could be resolved if thdustry did more to work in concert with
one another on CSR issues.

The power that one organization has in contributinthe social good could only
be multiplied by acting in collaboration with othenganizations. If, in fact, the mutual
fund industry is interested in improving their prees on corporate social responsibility
they could leverage the power they have as indaliduganizations and work in
collaboration with other firms. The Investment Guany Institute, as the general
industry association, could increase its focusanparate social responsibility issues
beyond its current governance focus. Sessiorteatdonference could focus on
different aspects of corporate social responsybiliait companies could sign on to work

on together. Firms could also share experiencadeh their initiatives were successful

and when they failed.
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A renewed focus on corporate social responsibaitrin the investment industry
would not only benefit society, but also the industThe more the industry is seen as
socially responsible the better the industry’s tapan. According to Victor Wiley of
Jarvis R. Fundsthe “industry is totally dependent on its reputatifor success and
longevity. Successful initiatives in the area offporate social responsibility could
restore confidence in the industry. A secondaedbke industry’s focus on CSR could
be beneficial is that some feel the industry lagfsifod its international counterparts and
other industries in implementing social standarfls.a competitive international
industry, U.S. mutual funds could catch up to tiheernational peers by developing CSR
strategies. Finally, by working in collaboratidretmutual fund industry, together, could
become the pioneer to pave the way for new solsitiorhow for profit firms can
transform our society. Business can be very affech creating innovative ways to
approach problems. If the mutual fund industrykear collaboratively to tackle

enduring social problems, we might see solutiongnbefore imagined.
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APPENDIX I: SAMPLE INTERVIEW GUIDE: NON-SRI

» Can you tell me a little bit about your history iWw[FIRM]?

* Within the investment industry what do you thinknéans to be
“socially responsible™?
o In your opinion what does a socially responsibiegtment
company look like?

* In what ways do you consider [FIRM] to be “socialgsponsible”?
o Can you tell me a little bit about your approaclC®R?
= Does your firm participate in activities related@8R?
= How long have you had these practices?
» Does your firm have policies that fall under CSR?
o Why do you engage in these endeavors?

» Is there any outside pressure to participate ipa@te social
responsibility?
o From the government
o From other mutual funds?

* [I've interviewed about 15 firms that have a sogiafisponsible
investment product — what is your impression of thvestment
philosophy?

o Has [FIRM] ever considered it?
o Do you see any problems with social screens?
0 Do you think there is a business motive for /aga8il?

» Are you involved with any trade associations orestment councils?
(e.g. Investment Company Institute, Social Investink@rum,
CERES)

o What do you see as their role in the industry?

* What role should the government have in promotoajad
responsibility?
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(SEC)

* Do you cooperate or collaborate with other mutuabffirms?
o In what ways?

* How does being in [LOCATION] impact your relatiomghwvith other
firms?
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APPENDIX II: CODE SYSTEM

Code System

CSR PRACTICE
DEFINITION
ADOPTION - what is CSR?
FIDUCIARY DUTY/COMPLIANCE
SUBDIVISION/part of
CSR SHIFT IN CULTURE - NEW
WHO WE ARE - INTEGRATED
EMPLOYEE IMPACT
CORP LEADER IMPACT/MANAGER VALUES
STAKEHOLDERS IMPACT
GEOGRAPHY
EXTERNAL
INTERNAL
LEGITIMACY
PR/IMAGE/PERFORMANCE
SIZE - IMPACT
TIMING OF ADOPTION
LATE
EARLY 60-85
EFFICIENCY/RATIONAL
ORGANIZATIONAL CULTURE
NICHE - COMPETITIVE ADV
UNIQUE/innovation
NORMATIVE PRESSURE
NGO/MOVEMENT/industry
ROLE OF TRADE OR MBA
MIMETIC PRESSURE
SUCCESS/MODEL OTHER ORGS
COERCIVE PRESSURE
ROLE OF GOVT
THEMES
ENVIRONMENT
GOVERNANCE
SRI
GIVING
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