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INHA University Graduate School of Business Administration

Abstract

Study on the Effects of the Continuity, Core
Capacities & Value Chain linked programs of CSR
(Corporate Social Responsibility) Investment of Korean

companies

South Korean companies are increasingly becoming interested in
Corporate Social Responsibility (CSR) with their accelerated entry in the
global market, the advancement of civil society, and the increase in
demand from international organizations and NGOs. Up until now, the
awareness towards CSR of Korean companies has been relatively lower
than that of the advanced OECD countries such as the United States
and European countries. This started to change as unacceptable
corporate behaviors management of certain Korean companies, workplace
accidents, pollutant leaks, high-handedness of companies towards
contractors, bribery have fueled anti-business sentiment in Korea.
Against this background, Korean companies realized that CSR is no
longer a matter of choice, but a necessary element in business
management.

In addition, companies face a greater need to lay the foundations for

a sustainable business management by acting responsibly, as brands have



become more important than ever, and as real-time information sharing
and globalization has become possible through the development of the
ICT.

Investment in CSR, a key pillar of social responsibility of businesses,
has grown steadily since the 2000s—companies investing about 0.2% of

sales revenue 1in CSR. However, the figures were unstable and
unsustainable, as they fluctuated greatly depending on the global
economy or the business goals set by the management. This

demonstrates how CSR activities resemble one-time events focused on
providing support, regardless of the company’s capacity.

This study analyzes the CSR investment trends and flagship CSR
programs of the top 100 companies in Korea over the past 5 years

(2011-2015). The study focuses on strategic CSR, analyzing the relevance

with each company's key business, continuity of the programs, and the

value chain that directly affects each company's business operation.

Along with these variables, the study looks into the sales revenue and
earnings during the same period, the membership of the global Dow
Jones Sustainability Index (DJSI), which is a global reputation index, and
society analysis conducted by the Korea Corporate Governance Service.
Since 2011, Korean companies have readily adopted strategic CSR in
CSR investment, which makes CSR more relevant with core capacities of
companies, but it is still in its infancy as strategic CSR is still not at the
center of the CSR activities of each company. Many companies have not

joined in the efforts to relate CSR with the value chains that directly



contribute to business management, as many prioritize on simply building
a good reputation of the company.

At the same time, CSR investments vary according to the business
conditions of each company. This shows how Korean companies fail to
dissociate CSR activities with things such as charity using excess profit,
cost for managing stakeholders, or marketing tools to boost brand image.
The aim of CSR should be contributing a certain portion of the sales
revenue to the society, which starts from understanding CSR as
something that helps companies gain economic benefit and give back the
social cost incurred from business activities.

In summary, the awareness of the importance of CSR is growing

among Korean companies, but it has not made huge strides forward and
is still low. In particular, many companies have failed to adopt strategic
CSR as a new trend in CSR activities.
The implications of this study include finding the right direction of CSR
for Korean companies, supporting the development of desirable CSR
programs and decision-making over CSR investment, thereby expanding
sustainable business activities across each organization and serving as a
basic reference for studies on the CSR and the CSR goals of Korean
companies.

Key Terms: CSR, CSR in Korean companies, Strategic CSR,
CSR program, CSR investment, Core capacity, Value chain
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Crossroad” (2005)
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Managing fo - 33 3 Preemand® Bt A3l of 57} ol 4330l
Stakeholders” A& o|E thfolof s, ojsdAA o) 3 AAHe R Fo3
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