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Abstract
The practice of Corporate Sustainability Management (CSM) is to believed strongly associated
with management attitudes about the relationship of corporate sustainability management and
corporate social responsibility. This literature review provides comprehensive indications that
the CSM is an important management issue, complex and global nature. It is not apart from the
company's position as a business institution that is able to influence and influenced by social
conditions and environmental and position of management dilemma in meeting its profit and
social responsibilities. CSM states that to survive in the long term, the management should
have a balance between financial, social and environmental performance. The paradox attitude
indicates economic interests are still the main reference in determining attitudes and policies of
CSM. This article explores factors that determines the success of CSR program, which is
corporate sustainability management. Using literature reviews, this article presents that at least
there are five factors that should be met as a successful condition for the practice of CSM,
namely: (1) the amount of commitments of shareholder to encourage the management engaged
in solving social and environment issues, (2) the strength of humanist paradigm adopted by the
management, (3) the ability of management achieves higher level sustainability performance,
(4) the ability of management builds and run a strong sustainability culture that reflects the
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principles of sustainability properly and (5) the ability of management builds mutually
beneficial collaboration with the economic stakeholders.
Keywords: Corporate Sustainability Management, Profit responsibility, Social responsibility
and economic stakeholders
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1. Introduction
Corporate Sustainability Management (CSM) is an important issue for the management
today. In general, CSM is a management concept that states that the viability of the company is
highly dependent on the ability to create optimal profit without causing environmental damage
and social problems in the community (Ameer & Othman, 2012). In its development, CSM is
strongly associated with the concept of Corporate Social Responsibility, Corporate Social
Responsiveness, Corporate Citizenship, business ethics, Triple Bottom Line Concept and
debate of the relevance of economism and humanism paradigm adopted by the management
(Pirson & Lawrence, 2010). A company is a business institution that oriented to the profit
therefore CSM becomes an important issue because it is related to the corporate profit
responsibility as the main management responsibility.
The various surveys and research findings indicate that CSM is a concept that is easily
understood, but it is difficult to implement (Ameer & Othman, 2012; Kiron et al., 2012;
Robinson & Boulle, 2012). From a management perspective, it is generally agreed that social
and environmental issues are important issues and can affect the survival of the company, but
the management does not give enough attention to these issues. Other studies have also shown
that although the management has implemented the CSM, it will not always improve the
financial performance of the company (Kiron et al., 2012). Thus, there are still many questions
to be answered to arrive at a belief that running the CSM is according to the demands of
corporate profit responsibility.
The diversity research results on the relationship of CSM with the company's financial
performance raises more fundamental questions: (1) why a company succeeds or fails in
applying CSM? (2) What internal and external factors must be met as successful requirement
of CSM practice? The answers to these questions are very important to strengthen the argument
that CSM is an ideal concept. This article discusses the various sources to answer these
questions with the aim of generating new propositions for further research.
2. Literature Review
2.1 Corporate Sustainability Management (CSM) and Corporate Social Responsibility (CSR)
CSM concept is understood as awareness of the interdependence between the company, the
community and the environmental. This concept is increasingly believed the truth due to the
more frequent global economic crisis caused business attitudes that not paying attention to the
ethics, the balance of economic motivation, the protection of the interests of society and the
environment quality. The company is a member of the public community that has the public
rights. The company has the ability to influence and influenced by society and the
environmental therefore it is not possible to separate the company with community and
environmental. In its development, the CSM directly related with corporate profit
responsibility (Kiron et al., 2012; Staton, 2011; Laszlo & Zhexembayeva, 2011; Raynor,
2009). A company is required to sustain the survival while still showing the commitment to the
economic prosperity of the community and demonstrating integrity to maintain the quality of
the environmental, social justice and responsibility to mankind today and in the future. The
concept of CSM places the company is part of the public that has the right and responsibility to
maintain the public rights.
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In the context of the management of the company, CSM is strongly associated with the concept
of Corporate Social Responsibility (CSR). CSR is a company's commitment to responsible for
any negative effects caused by the operation of the company (Carroll, 1991; Jones et al.,
2009). The responsibility is intended for the economic stakeholders and the social
stakeholders. CSR has four dimensions, namely, economic, legal, ethical, and philanthropic,
but in its development, CSR is often only understood partially only confined to community
development and environmental protection activities (philanthropic activities). Thus, CSR is a
consequence of a company when running the CSM concept.
2.2 Result of Empirical Research of CSM
The concept of CSM on the basic is how to maintain the viability of the company with
responsibility for creating a balance of income and corporate social responsibility. This
concept is a concept, which is logically easy to understand but difficult to practice. This is the
conclusion of various research results.
CSM idealism states that the company that can implement the CSM will be able to protect the
long-term financial performance. Nevertheless, Peters and Mullen (2009) identify that various
studies on the relationship of CSM and corporate financial performance show various results
(See table 1). Results of various research show that not all companies that carry out social
responsibility to the society and environmental have better financial performance. Survey
shows that the management recognizes that the public and the environment have the ability to
affect the financial performance and company’s sustainability, however the management does
not put the public and the environmental as the most important stakeholders (Verschoor, 2008).
The research of Jamali (2008) and Papasolomou et al., (2005) put the public and the
environmental at the lowest order. These facts indicate that the management has paradoxical
attitude in performing the social responsibilities towards the community and environmental.
Table 1. Various Research Results on The Relationship of Corporate Sustainability
Management (CSM) and Corporate Financial Performance (CFP)
Results

Author(s)

CSM activities enhance the corporate financial

Rahim et al., 2011; Clemens & Bakstran, 2010;

performance

Menguc et al.,2010; Falck & Heblich, 2007; Verschoor,
2003)

CSM activities do not influence the corporate financial

Lanoizelee, 2011; Lee et al., 2009; Mittal et al., 2008;

performance because CSM does not contribute stronger

Carter, 2005)

competitive advantage position for management.
CSM activities only enhance a part of financial

Cordasco, 2012; Gupta, 2012; Osthus, 2011; Andersen

performances.

& Larsen, 2009; Laan et al., 2008; Maloni & Brown,
2006)

There are differences in perception between the company and the public expectations towards
the environmental issues, human rights, empowerment of community, stability of economy and
4
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the gap between the rich and the poor. The society expects the company gives greater role but
the management looks at solving such issues are not the primary responsibility of management
(Verschoor, 2008). Perceptions of top management state that social and environmental issues
are important issues, but addressing the problems is not the prime motivation for the
management because these issues are not clear (Robins, 2008; Crook, 2005). Management has
no credibility and a strong commitment to the social issues and the environmental because the
demand to give more attention on these issues do not show the reality that confronted by the
management everyday (Gioia, 1999). Not all companies are able to run profit sustainability in
balance with environmental and social sustainability. The research of Ameer and Othman
(2012) shows that companies that consistently apply the CSM will produce better long-term
financial performance. Despite this research is limited only to large corporations on a global
scale and show the different results from one country to another. Furthermore, Kiron et al.,
(2012) states that not all companies are able to enjoy better financial performance and success
of the CSM, such as better collaboration with stakeholders and mutual cooperation with
society.
3. Discussion
The diversity of the research results and the differences between the beliefs and attitudes of
management raise questions of why a company successfully implements CSM and why other
companies do not reap good financial performance despite applying CSM? Those questions
raise five factors that should be noticed in order to apply CSM succesfully: (1) the
principal-agent relationship, (2) the humanism paradigm adopted by the management, (3) the
corporate culture, (4) the management ability to establish good relationship with all
stakeholders, and (5) the internal conditions that in accordance with the the demands of the
implementation of the concept of CSM. The following sections try to address some of these
questions based on the review of existing literature.
3.1 Attitude of Shareholders On Social and Environmental Issues.
From the view of agency theory, the management committed to a principal agent relationship
where the management is the agent of the shareholders (principal). Legally, the management is
ressponsible to the shareholders because the shareholders are the owners of capital. The
continuity of shareholder wealth depends on the ability of management generates maximum
profits for the interest of shareholders. The company is an artificial person and only as a means
to achieve the management goals. The only social responsibility is to create maximum profit in
accordance with the ethics and applicable laws (Kolstad, 2007). This condition causes the
management to be able to guarantee the survival of the company (corporate sustainability) with
respect to various constraints of operations, including the social and environmental issues that
can affect the survival of the company. The description indicates that agency theory is also very
concerned about corporate sustainability in the context of principal - agent relationship.
Agency theory also recognizes that corporate sustainability can not be achieved if the
management ignores the ethical aspects and provisions of existing law. Ethics and compliance
aspects of the law are two important dimensions of social responsibility and is a reflection of
management awareness towards the issues of social and environmental responsibility,
5
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regardless of the attitude of the management is forced to run the CSR or not.
In practice, the relationship of management and the shareholders relation greatly affected the
ability of management to meet the demands of the shareholder profit. The shareholders is the
highest authority, but do not have enough information about the behavior of management
(asymetric information) (Bonazzi & Islam, 2007). On the other hand, in the reality of
day-to-day practice, the management faces intense business competition and this condition
creates difficulty for the management to fullfill its social and environmental responsibilities.
The management is not willing to sacrifice the interests of profits to meet its social and the
environmental responsibilities. The survey results which show the paradox attitude of the
management towards its social and environmental responsibilities are evidences to this attitude.
The paradox attitude is a form of responsibility to the shareholders because by fulfilling the
social and environmental responsibility, the management has decrease the shareholder rights
and this affects the assessment of the shareholders towards the management.
Furthermore, the shareholder support is also very influential on the extent of the management
commitment in fulfilling the social and environmental responsibility (Barnea & Rubin, 2010).
The rejection of Berkshire Hathaway shareholder towards the obligation to comply with the
provision of the government of the United States about the environmental
(www.huftingtonpost.com, 2011) and the rejection of the Mc Donald management in the
United States to conduct a survey about the negative impact of the products of McDonald
(www.care2.com,2012) shows how strong the influence of motivation to achieve maximum
profits in determining the management's commitment to engage in the social and the
environmental issues. However, according to Barrett (2001), the greater portion of “socially
responsible investors” in the shareholder composition affects the management's commitment to
engage solving the social and environmental problems. Barrett (2001) states that the greater the
socially responsible investor composition causes the stronger pressures for the management to
get involved in solving the social and environmental problems.
Based on the description, the first proposition is: "the strength of commitment of shareholders
to be involved solving the social and environmental issues affects the strength of the
management commitment in implementing corporate sustainability management”.
3.2 Humanism Paradigm and Corporate Sustainability Management
Pirson and Lawrence (2010) and Harris and Towmey (2008) states that the world is now faced
with the challenge of weight management with more frequent economic crises in many
countries that are not easy to maintain the survival of the company. Pirson and Lawrence
(2010) stated that in order to maintain the sustainability of the company, the management
should be able to be more humanist and build transformational relationships, and developing
mutually beneficial business relationship with all company’s stakeholders. The survival of the
company can be assured if the company is able to ensure the survival of its stakeholders,
including the competitors. Strong humanist attitude will affect the attitude of management in
managing social and environmental issues which are related with the company’s business
activities. Strong social attitudes will prevent management being two-faced, pretending and
not sincere in carrying out its social responsibility. Stronger humanist attitude will encourage
management strive to be good corporate activities and avoid "stupid and evil" against the
6
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interests of the company and the community (Banerjee, 2009). In particular, Pirson and
Lawrence (2010) call this concept as Renewed Darwinian Theory (RD Theory).
The management is working for the benefit of all parties and view CSR is a tool and goal of
creating wealth for all stakeholders. The main difficulty is how the implementation of RD
management theory be balanced to meet the demands of the stakeholders. Humanist attitude is
manifested in the form of business practices that always maximizes social responsibility and
always pays attention to the law and ethics as key considerations in conducting business
activities. By practising humanism, Pirson and Lawrence (2010) argue that management will
be able to strengthen the company’s survival.
Based on this analysis, the second propositions that can be built are: "the more intense
management applying humanism paradigm, the company’s survival ability will be stronger."
3.3 Hierarchy of Needs and Corporate Sustainability
CSM is a strategic and dynamic issue for the management. There is no one culture that is
suitable for any CSM issues being faced by the management, therefore, management is
required to have the ability to build and change the organizational culture accordance with the
demands of CSM issues that exist. Campbell (2009), Rice (2009) and Barrett (2001) states that
a corporation is an artificial person having a certain level of requirements that are identical to
the hierarchy of human needs according to Maslow (as cited in Campbell, 2009; Rice, 2009).
Barrett (2001) states that the lowest requirement is to improve financial performance and
employee engagement (survival). Next is the need to build quality relationships between
customers, suppliers and employees (relationship), to build better business practices (self
esteem), continuous product development (transformation), build unity and awareness of
interdependence within the company (internal cohesion), strengthening relationships and
engagement among employees (inclusion) and the highest requirement is the need to build a
strong relationship of mutual dependence between internal and external stakeholders (unity)
and the need to be "good citizens" (Falck & Heblich, 2007). Furthermore, according to Rice
(2009), the needs of the company can be divided into eight levels, namely (1) the need to
maintain a sense of security from the threat of business risk (security), (2) the need to build
relationships (connection), (3) the need to control the environment and freedom (control), (4)
the need to gain the attention of the stakeholders (esteem), (5) the need to reflect personal ideas
(aesthetics), (6) the need to always be assisted to learn to grow (cognitive), (7) the need for
assisted reaching the target company and (8) the need to pay attention to others and practice
good values are believed companies (transcendence). Furthermore, Campbell (2009) split the
company in accordance with the hierarchy of needs Maslow's opinion that the physical (lowest),
feeling safe, loved, recognized, and finally, self-actualization. For companies, the physical
needs is the need of maintaining cash flow, thus creating the products and services according to
consumer demand. Highest need is the need to consider the interests of stakeholders and act
good for others. The views Campbell (2009), Rice (2009) and Barrett (2001) suggest that any
company can be at the level of different needs and this affects the awareness of the
management to fullfill its social and enviromental responsibilities.
Furthermore, according to Marrewijk and Werre (2003), there are six levels of the practice of
7
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CSM, the Pre-CS (lowest) Compliance-driven CS, Profit-driven CS, CS Caring-synergistic CS
and Holistic CS (highest). Marrewijk and Werre (2003) divided the classification based on the
amount of (1) the attitude of management to meet the interests of stakeholders and its self, (2)
management orientation period, (3) the balance of attention to the importance of financial
performance, social and environmental, and (4) management capabilities to build a harmonious
and balanced relationship with all stakeholders. Pre-CS CS is the lowest level where
management does not consider the interests of stakeholders, be short-term, exploitative and
just financial profit oriented. Holistic CS is a CS level where management has had a stable
financial performance over the long term, have a strong attitude creates a harmonious
relationship with all stakeholders to support each other and always try to keep the maximum
quality of the environment. The greater the power of management creates economic
sustainability, the more powerful management capabilities reached the stage of Holistic CS.
Based on the theoretical description, the company that always involved cash flow problems is a
company that is always looking at the problem in the short term and ignore the enviromental
and social sustainability issues. This company always considers the social and environmental
issues as issues that burden and tend to be dodge. Conversely, the higher the company's ability
to meet its economic needs, the company will increasingly be more sensitive and proactive to
social and environmental issues (Lee & Ball, 2003). The view of Campbell (2009), Rice (2009),
Marrewijk and Werre (2003), Lee and Ball (2003) and Barrett (2001) show that financial
motivation is the most urgent needs. It can be used as an explanatory research findings Ameer
and Othman (2012) where the average global companies are able to enjoy better financial
performance by applying the concept of CSM and the ability of Starbuck in "forcing" its
competitors to jointly run a program of environmental protection (Kiron et al., 2012). On the
other hand, not all companies are able to enjoy better financial performance by implementing
CSM. In summary, a company will have more balance financial, social and environmental
awareness if the management is able to secure its long term financial performance.
Based on the description, the third propositions that can be established is: "The more powerful
management capabilities to meet its long term financial performance, the management will
have more concern with the issues of social and enviromental sustainability”.
3.4 Management Capability and Corporate Sustainability
Robinson and Boule (2012) states that there are three levels of sustainability, namely the
non-sustainability, weak sustainability and strong sustainability. Non or weak sustainability is a
condition in which a company does not have a high sensitivity to the issues of social life and
environment and tends to be defensive (defensive) (Lee & Ball, 2003). A company has a strong
sustainability when being proactive and have a speculative commitment (Lee & Ball, 2003;
Ghobadian et al., 1998). Company with strong sustainability and speculative commitment is a
company that has a strong organizational culture and always treats social and environment
issues as business opportunities “opportunities seekers”. Non sustainability and weak
sustainability is a company that is not able to build a strong organizational culture, looking at
the social and environmental issues as a burden and does not show a real commitment to
solving social and the environment issues. Based on the description, it can be concluded that
8
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the ability of management to build a strong organizational culture of sustainability will
influence the company’s sustainability (Abbett et al., 2010). Strong organizational culture is a
culture in accordance with the conditions and demands of internal and external parties. In the
CSM, the development of a strong organizational culture is fully depend on management
capability (Caprar & Neville, 2012; Abbett et al., 2010).
Furthermore, according to Linnenluecke and Griffiths (2010), there are four models of
organizational culture groupings: (1) internal process model, (2) human resources model, (3)
rational goal model and (4) open systems model. Internal process model is an organizational
culture that is only oriented to economic sustainability so that, in the long run, are not able to
ensure corporate sustainability. Human resources model is a model of culture that too much
emphasis on the social attitudes that endanger the long-term financial performance. Rational
goal model is an organizational culture that concerns with the cost efficiency and
simplification of the production process therefore, this model is not able to guarantee the long
term corpporate sustainability. Open system model is a model of organizational culture that
emphasizes the importance of innovation to achieve environmental and social sustainability.
The company's survival depends on the ability to build good relationships with the economic
and social stakeholders. Therefore, management should have flexibility in running the
day-to-day business activities.
To have a strong sustainability culture so as to create a strong corporate sustainability,
management must have the ability to build some of the following (Robinson & Boulle, 2012;
Caprar & Neville, 2012; Crews, D, 2011; Jorge et al., 2011; Abbett et al., 2010; Linnenluecke
& Griffiths, 2010; Grayson et al., 2008; Szekely & Knirsch, 2005)).
 The ability to integrate the organization's vision and strategy into the implementation of
CSM concept.


The ability to ensure that all persons in organizations have embraced the truth of the vision.

 The ability to ensure that this vision has been realized in every decision, action and daily
activities throughout the company's personnel.
 Ability to create a learning organization that allows for continuous improvement.
Sustainability issues should be the trigger to find new and better ways and more ethical to
strengthen competitiveness.


The ability to monitor the vision, mission, values, strategies and plans are well executed.

 The ability to build an inspiring attitude and proactive leadership to become a source of
inspiration and encouragement for all members of the organization.


The ability to narrow differences in personal values and organization values.

 The ability to build a performance appraisal system and information management system
that can provide accurate information about the balance of financial, social and environmental
performance.
Those capability requirements shows that the strong shareholder support and management
9
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paradigms are not able to ensure management implements CSM well if not accompanied by the
ability to apply the culture of the organization in accordance with the principles of CSM in the
daily management practices. Furthermore, since the organization is a collection of people with
different attitudes and motivations, the success of CSM depends on the ability of management
create equality perspective, purpose, thought, word and action among all members of the
organization.
Based on the description, the fourth proposition is: "The capability of management to establish
and implement a sustainability culture does affect the ability of management to maintain the
company’s sustainability"
3.5 Stakeholders Capability and Corporate Sustainability
The obligation to pay attention to social and environment issues provide an extra burden on
management to meet its profit responsibility. The results of empirical research shows that not
all companies are able to improve the financial performance even involved in various
philanthropic activities related to community empowerment and environment activities.
Furthermore, sstakeholders theory states that in order to survive, a company heavily dependent
on the support of stakeholders. To that end, management must be able to satisfy the different
interests of different stakeholders. Management should be able to create strong collaboration
with other stakeholders. Quality of collaborative relationships is crucial to ensure the corporate
survival (Kiron et al., 2012; Jorge et al.,2011; Grayson et al.,2008). Quality of collaborative
relationships is determined on the strength of bargaining power between the company and
various stakeholders. Finally, management needs to determine who the stakeholders that have
the greatest bargaining power and what the interests of these stakeholders. The result of Jamali
(2008) and Papasolomou et al., (2005) research put the economic stakeholders are more
important than the social stakeholders. Economic stakeholders are employees, customers,
shareholders and suppliers. Social stakeholders are the community and the environment. The
results showed that the economic interest is still primary motivation in determining the most
important stakeholders and the main consideration in building collaboration with company’s
stakeholders.
Economic stakeholders remain very concerned about the economic benefits as a primary
consideration in providing support to the company's survival. Research results show that
consumers increasingly appreciate the philanthropic activity but consumers do not approve
selling price increase if the increase is caused by the additional burden of more intense
philanthropic activity (Rahim et al., 2011; Oberseder et al., 2011; Staton, 2010; Schwartz,
2008; Oppewal et al., 2006). Consumers are increasingly demanding information on
corporate social responsibility, but that does not mean consumers will buy more to the
company that have high philanthropic activities. In addition, research results also show that
management is willing to be involved in the handling of social and environment issues as long
as the suppliers can provide competitive selling price. If the company requires suppliers to
supply environmentally friendly and free of social problems products, the company should
bear additional cost of product because not all suppliers are able to produce such products.
Therefore, a company will involve social and environmental issues of the suppliers as long as it
10
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creates better financial outcome for the company (Andersen & Larsen, 2009; Maloni & Brown,
2006; Carter, 2005).
Controversy attitude Berkshire Hathaway shareholders also indicate that the shareholders did
not want their economic benefit were disrupted because the management carries out too many
philanthropic activities. Government support in the form of clear legal provisions,
non-discriminatory and strict law enforcement also affects the firm's ability to build
collaboration. In addition, competitors also have the ability to influence the management
strengths to build collaboration. An example of this is the ability of Starbucks’s management to
force all suppliers and competitors to participate in the development of products that are more
environmentally friendly (Kiron et al.,2012). Furthermore, referring to the concept of
Michael Porter (1985), the amount of competitiveness and bargaining power is determined at
the level of influence of suppliers, customers, competitors and potential new
competitors. Moreover, competitiveness and bargaining power is also affected by government
and non-governmental organizations. This shows that the CSM success depends on the ability
of management to build collaboration with economic other stakeholders. Thus, it can be
concluded that the bargaining power of the company towards its stakeholders is highly
dependent on the ability of management to dominate and dictate the interest of the economic
stakeholders.
Based on the above discussion, the fifth proposition is: "The ability of management to build
mutually beneficial collaboration with the company’s economic stakeholders affects the ability
of management to maintain the sustainability of the company"
4. Conclusions and Recommendations
4.1 Conclusions
The concept of CSM is an easy concept to understand, but not all companies are able to benefit
CSM. Management fully understands that, at this time, carrying out the responsibilities of
income is not possible to ignore the interests of the community and the environment. Social
conditions and the environment can be affected and affect the interests of the company. The
company is a part of the community so as to safeguard the interests of society is part of the
efforts to maintain the interests of the company itself. Carry out business activity always
consider the balance of the financial performance, social and environmental performances and
it is believed to enhance the sustainability of a company in the long run. Nevertheless, various
studies and survey results, showing not all companies are able to perform well and earn better
financial performance because of the conflict of interest between stakeholders and between the
of management and the stakeholders. This shows that not all companies have the same ability
in running the CSM.
Various empirical research studies and surveys about the CSM management behavior suggests
that to get the benefits of CSM, at least there are five conditions that must be met, namely: (1)
the strength of commitment of shareholders to be involved solving the social and
environmental issues, (2) the amount of levels humanist paradigm adopted by the management
in day-to-day management practices, (3) the ability of management implementing
philanthropic activities without worrying threat of decline in profits and reduction in
11
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competitiveness (higher level sustainability performance), (4) the capability of management to
establish and to implement a strong sustainability culture and (5) the ability of management to
build mutually beneficial collaboration between the company and the company's economic
stakeholders.
4.2 Recommendation for Further Research
The purpose of writing this paper is to obtain propositions about the reasons for success and
failure of the implementation of CSM. Based on the literature, there are at least five factors
that must be considered in the implementation of the CSM. Nevertheless, the proposition in
this paper can not answer all the phenomena of CSM because CSM is a complex
management issues and global. These conditions led to extensive research is still needed on the
practice of CSM in (1) different types of industries, (2) different types of market competition,
and (3) in different countries.
4.3 Recommendation for Corporate Management
From the practical side, this paper provides guidance to management that embrace the concept
of CSM is not enough if it is not accompanied, at least, five conditions. Therefore, before
running the CSM, management needs to carry out an assessment of the conditions and
requirements of internal and external parties in order to design management strategies and
appropriate measures to reduce the risk of failure of the implementation of CSM.
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