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Explicit and Implicit CSR: Differences in the Approach to Stakeholder Engagement
Activities of US and Japanese Companies

ABSTRACT

This study uses the theoretical frameworks of Institutional Theory and Comparative
Capitalism to demonstrate how cross-cultural differences in national institutional frameworks are
related to differences in the meaning and the nature of CSR and as a result, how they create
different incentives and opportunities for companies to engage in stakeholder management
activities. More specifically, we draw upon the framework of “explicit” and “implicit” CSR
(Matten and Moon, 2008) to investigate whether and how stakeholder management practices and
programs differ between the United States and Japan. We first develop and validate a
Stakeholder Engagement Activities (SEA) scale, designed assess differences in the approach
(explicit or implicit) that companies use to address a variety of common stakeholder engagement
activities. Then, we analyze data and presents the results of surveys collected from 227
companies in the United States and Japan. We find that while the SEAs of American companies
are characterized by strong “explicit CSR”, in contrast, the SEAs of Japanese companies exhibit
strong “implicit CSR”. In the discussion that follows, we attribute these distinctions in the SEAs
to differences in the configuration of political, economic, and market mechanisms in each
country. The findings of this study contribute to a more nuanced understanding of the differences
in prevailing CSR practices of American and Japanese companies than noted by previous
researchers. From a practitioner’s perspective, the findings of this study reveal that despite the
global nature of CSR, stakeholder management practices are both interpreted and operationalized

differently due to differences in national institutional frameworks.
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Explicit and Implicit CSR: Differences in the Approach to Stakeholder Engagement
Activities of US and Japanese Companies

Introduction

Past research on Corporate Social Responsibility (CSR) and stakeholder management
shows that although more companies across the world have begun to adopt CSR practices,
companies in certain countries show a much greater propensity to engage in CSR practices than
others (Freeman and Hasnaoui, 2011; Gjolberg, 2008; Ho, Wang and Vitell, 2012). In particular,
comparative research on CSR practices in the United States and Japan has identified remarkable
differences in the prevalence of CSR policies and practices enacted by American and Japanese
companies (Fukukawa and Teramoto, 2009; Matten and Moon, 2008). As a result, some have
characterized Japan as somehow lagging in its development and adoption of CSR practices. The
purpose of the present study is to further investigate whether and how CSR practices and
programs differ between the United States and Japan and to better understand the nature of and

possible reasons for these differences.

We start by first summarizing findings about cross-national differences in the nature of
CSR based on the theoretical frameworks of Institutional Theory (Aguilera and Jackson, 2003)
and Comparative Capitalism (Soskice and Hall, 2001). Next, we draw upon the work of Matten
and Moon (2008), who argue that the CSR policies, programs and practices enacted by

companies in a country are contextualized by the national institutional frameworks and reflect

This article is protected by copyright. All rights reserved.



wider policy arrangements that exist in a country. They distinguish between two distinct
approaches to CSR- an “explicit” CSR and an “implicit” CSR approach. The “explicit” CSR
approach, more prevalent in Liberal Market Economies (LMES) is one in which companies use
their discretion to engage in firm-specific CSR practices. In contrast, an “implicit” CSR
approach, more prevalent in Coordinated Market Economies (CMES), is characterized by which
CSR practices that are collectively and implicitly addressed by companies in their day-to-day

business activities.

We utilize the notion of “implicit” and “explicit” CSR, to explaining resulting differences
in SEAs in the context of this study. In particular, we investigate how differences in the national,
business, and economic institutional contexts of Japan and the United States create different
incentives and opportunities for companies, resulting in very different approaches to the issues
associated with CSR and stakeholder management. We first develop and validate a Stakeholder
Engagement Activities (SEA) scale designed to focus on the different ways in which companies
approach and address a range of common stakeholder engagement activities- explicitly or
implicitly. Next, we analyze and present the results of data collected from 229 companies in the
United States and Japan. We first conducted a factor analysis order to identify differences in
companies’ approaches to managing SEAs. Next, we utilized the two factors that were extracted
from the results of factor analysis (which were labelled as “explicit CSR” and “implicit CSR”)
and using an Analysis of Variance (ANOVA), we examined the difference between the SEAs of

the American and Japanese organizations. Finally, to understand the nuanced differences in the
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SEAs of the American and Japanese companies, we once again relied upon an ANOVA to
examine the differences in terms of each individual item included in the two factors- “explicit
CSR” and “implicit CSR”. Finally, we interpret these findings and discuss both their theoretical

and substantive implications.

While existing research provides rich descriptions of the differences in CSR practices
between the US and Japan , it has not examined these differences from the underlying
perspective of the institutional contexts in which companies operate. The present paper
contributes to this stream of literature by operationalizing and empirically validating the
framework of “implicit” and “explicit” CSR proposed by Matten and Moon (2008).
Furthermore, we contribute to the extant literature on cross-cultural CSR by demonstrating that
cross-cultural differences in CSR and stakeholder management practices can be attributed to
differences in the configuration of country-specific social, political, economic, and market

mechanisms.

Institutional Theory, Comparative Capitalism and CSR

Institutional Theory focuses on differences in the configuration and coordinating
mechanism of institutions, including public and private regulations, market versus hierarchies,
state participation in businesses, governmental interventions, and social networks and
associations. Past research show that a country’s institutional arrangements often act as
antecedents of CSR and are in fact strong motivators for CSR engagement and stakeholder

management (Campbell, 2007). Scholars have also argued that Contemporary Institutional
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theory (Aguilera and Jackson, 2003) is particularly useful for understanding cross-national
differences in CSR and stakeholder management practices (Ben-Amar, 2018; Campbell, 2007;

Ho Wang and Vitell, 2012; Tempel and Walgenbach, 2007).

Based on institutional differences in and coordination mechanisms related to industrial
relations, vocational training and education, corporate governance, inter-firm relationships and
relationship with employees, Soskice and Hall (2001) have categorized countries as Liberal
Market Economies (LMEs, e.g. USA, UK, Australia, Canada) and Coordinated Market
Economies (CMEs, e.g. Germany, Scandinavian countries Japan, Austria). LMEs and CMEs
have systematic differences in their markets, resulting in different business systems and
institutional contexts. With respect to CSR and stakeholder engagement, CSR strategies are
chosen by individual companies, these choices are framed in the broader social, political and

economic institutional contexts of the country (Matten and Moon, 2008).

At the core, CSR consists of policies and practices with regard to business responsibilities
for wider societal good. Yet, to the extent that the CSR of a company remains contextualized by
the national institutional framework, one should find differences in how such business
responsibilities are manifested and enacted. As such, Matten and Moon, (2008) have
conceptualized cross-national differences resulting in “explicit” and “implicit” CSR, each

stemming from countries with distinct national business systems and institutional contexts.

“Explicit” CSR involves enacting company-specific CSR policies and programs of social

interest and explicitly articulating these claims various stakeholder groups. It consists to
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voluntary initiatives in which companies combine both societal as well as business value and
address issues that are perceived as part of a broader social responsibility. Such CSR initiatives
rest largely on the discretion of individual companies, rather than governmental authority or
institutional demands (Matten and Moon, 2008); there is no societal or government mandate as
such that specifies the nature or extent of CSR appropriateness. Examples of “explicit” CSR can
be found in the voluntary programs and strategies of numerous American companies, whose
CSR activities combine both a social and corporate motive (Matten and Moon, 2008). Take for
example the recent voluntary CSR programs of Microsoft regarding global education or the
launch of the Starbucks Foundation- which not only provides social support but also improves
service and operational efficiency. Or consider Google’s corporate effort to conserve electricity,
which not only reaps environmental benefits but also improves their efficiency, as data centers

have drastically reduced their power requirements (Autodesk.com, 2018).

“Implicit” CSR, on the other hand, is based upon the expectations of a company’s role
“within the wider formal and informal institutions for society’s interests and concerns” (Matten
and Moon, 2008, p. 409). As a result, implicit CSR is manifested in mandatory policies and
practices for companies that address a variety of stakeholder issues. Additionally, in contrast to
explicit CSR, these policies are decided upon collectively rather than by individual companies.
While companies with an “implicit” CSR approach may have policies and programs similar to
those with an “explicit” CSR approach, the initiatives in implicit CSR are not company-specific,

discretionary or voluntary. Rather, they are the result of a collective deliberation of the players
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involved in the institutional contexts of the company. ”Implicit” CSR occurs in the form of
codified norms, rules, and laws that are not conventionally described explicitly as “CSR”
(Matten and Moon, 2008). Examples include providing health insurance, pensions and employee
benefits. Implicit CSR also includes pursuing collective interests through national business
associations, embedded relations with wide set of stakeholders, self-regulatory and voluntary
initiatives, the Japanese keiretsu or the Korean chaebol. In each of these cases, companies do
not claim distinct ownership of the practices; they act in socially responsible ways and comply
with customary societal. Table 1 provides a comparison of the differences between the “implicit”

and “explicit” CSR approaches.
Insert Table 1 about here

Based on the review of the existing literature, it seems as if although CSR may be
considered strategically significant in organizations around the world, the principles behind its
adoption, the manner in which it is articulated and the policies and practices that are pursued are
embedded in the economic, political, and social environments of a country. Given that such
differences exist, it seems logical that there would also exist cross-national differences in the

way different countries express and pursue CSR (Matten and Moon, 2008).

How and Why CSR Practices May Vary in the US and Japan: Research Proposition

As mentioned earlier, based on the distinction between the attributes associated with an

“implicit” versus an “explicit” CSR, the CSR policies and practices of American companies are
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“embedded in a system that leaves more incentive and opportunity for corporations to take
comparatively explicit responsibility” (Matten and Moon (2008), p. 409). In addition, American
companies are generally more explicit in articulating their CSR programs, constituting an
explicit CSR approach. On the other hand, in Japan, Korea, and many European countries, CSR
is implied in a wider societal responsibility, leaving little opportunities and incentives for
companies to take explicit responsibility. The more subtle Japanese approach to CSR, generally
void of company-specific claims of socially responsible behaviors, is more congruent with the
implicit CSR approach. One commonly offered explanation for this difference is that companies
in general Asian companies, particularly Japan, have only recently begun to adopt broader social
responsibilities in their corporate agenda (Lee, Ha-Brookshire, and Chow, 2018; Chappel and
Moon, 2005; Brucksch and Grunschlob, 2009). However, a closer review of the business
practices of Japanese companies reveals that socially responsible business practices have always
been and continue to be part of their day-to-day business activities. The difference, however, is
that the CSR practices are enacted in ways that reflect wider policy arrangements and they tend
to be implicit, so that claims of socially responsible corporate behaviors are not company-

specific but are instead commonplace (and expected) in most organizations.

This raises the question as to why American companies show a far greater propensity to
engage in discretionary and company-specific CSR programs, while Japanese companies, even
when enacting CSR programs and policies, continue to be more subtle and indirect about their

CSR actions. Based on the research frameworks of Institutional Theory and Variety of
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Capitalism, we argue that differences in CSR practices between the United States and Japan are
due to differences in the economic, social, and governmental institutional contexts that influence
the “national business systems” (Whitley, 1998) and corporate governance. As noted earlier, the
Comparative Capitalism approach distinguishes LMESs such as the United States from CMEs
such as Japan. Bridging these two frameworks together, we further investigate whether
differences in the national business systems and institutional contexts of these two countries
might help explain the divergent ways in which American and Japanese corporations interpret,

express, and pursue corporate social responsibility.

The nature of CSR in the United States is embedded in a system that leaves CSR at the
discretion of corporations, each of which identify company-specific opportunities for socially
responsible behaviors. The corporate social policies and programs enacted by each company are
voluntary and are motivated by the perceived expectations of different stakeholders of the
company. In pursuing the programs and strategies associated with this explicit approach to CSR,
companies combine both social and business value propositions (Porter and Kramer, 2006). In
addition, American companies also explicitly communicate claims regarding their socially
responsible behaviors to their stakeholders. The institutional context that exist in a Liberal
Market Economy such as the United States provides a greater incentive for companies to
undertake more explicit CSR initiatives. Although many American companies may describe
CSR as part of their strategic values, the social involvement of companies is largely motivated

through voluntary engagements of different stakeholder groups. These stakeholder groups also
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pursue their own agendas as a credible way of protecting their interests within a firm. In this
context, while compliance with existing CSR laws is necessary, engagement in CSR initiatives is

also seen as a strategically important move for the overall survival and growth of a business.

In comparison, the national business system in Japan is characterized by high public
ownership, patriarchal and long term employment, and coordination and control systems that are
based on long-term partnership (Matten and Moon, 2008). In such Coordinated Market
Economies, CSR is recognized as “the company’s role within the wider formal and informal
institutions for society’s interests and concerns” and its policies and programs are “motivated by
the societal consensus on the legitimate role and contributions of corporations” (Matten and
Moon, 2008, p. 410). In the Japanese context, CSR is interpreted as “those corporate principles
and policies—Kkeiei rinen or hoshin” (Fukukawa and Teramoto, 2009; p. 138) that have long
been in practice and have always influenced corporate activities (Hosoda and Suzuki, 2015; Lee,
Jin-Park and Yook, 2016). The policies associated with “implicit CSR” result from societal
expectations of the corporation’s role in society. National institutions encourage, mandate, and
even legally require companies to engage in corporate social obligations in collective rather than
individual terms (Kobayashi, Eweje and Tappin, 2018; Nakano, 2007). Although representatives
of various companies are often involved in formulating these CSR policies, companies that
practice “implicit CSR” do not make company-specific claims in communicating their CSR

policies and programs. In other words, CSR policies are not seen as a choice made by individual

10
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companies but rather, are expected to be universally adopted by all companies for the greater

good of society.

Given the distinctions outlined above, there is reason to expect that while the CSR
activities of American companies will be characterized by strong “explicit CSR”, the CSR

activities of Japanese companies will exhibit strong “implicit CSR”.

Methodology

Sample and Data Collection

Data for this study comes from a larger database that was collected by the authors to

study various cross-national differences in CSR and stakeholder management practices during

the year 2015 and 2016 (Kumar, Boesso, and Yao, 2017). The sample for this study consisted of

227 companies, of which 119 were from Japan and 108 from the United States. In the United

States, data was collected using an anonymous questionnaire administered to mid-level managers

attending strategic management seminars. It was determined that all of these managers were in
positions that allowed them to have an understanding about the CSR and stakeholder
management practices of their organizations. In Japan, data was collected via mailed

questionnaires that were translated into Japanese. The original English version of the

questionnaire was translated into Japanese by the co-author, who works in a university in Japan.

The translation was double-checked by two Japanese natives- one being a professor of

accounting and the other an employee of the Osaka Research Center for Industry and Economy.
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Both of these individuals were proficient in English and had good understanding of the concept
of CSR.

In terms of demographic profile of the sample, 64 percent of the managers had 10 or
more years of work experience, spanning seven different industries: industrial, pharmaceuticals,
fashion, financial services, food, energy and other services. 47 percent of the managers worked
in manufacturing organizations, 28 percent in service organizations and the remaining in other

mixed-activity organizations.

Operationalization and Measurement of Stakeholder Engagement Activities (SEAS)

Our literature search revealed no established scale for measuring Stakeholder
Engagement Activities (SEAs). A review of the extant literature (Aguinis and Glavas, 2012;
Taras, Steel, and Kirkman, 2011) showed that the vast majority of the CSR studies (e.g. Choi and
Wang, 2009; Coombs and Gilley, 2005; Graves and Waddock, 1994; Hillman and Keim, 2001,
Kumar, Boesso and Michelon, 2016; Johnson and Greening, 1999) have relied on databases such
as the Kinder, Lydenberg, Domini (KLD), the Fortune Index or the Canadian Social Investment
Database (CSID), all of which evaluate companies in terms of their engagement in and their
ability to meet the demands of various stakeholder groups. Other studies (e.g. Boesso and
Kumar, 2009; Eweje and Sakaki, 2015; Russo and Tencati, 2009) simply asked the respondents
whether or not (or to what extent) they engaged in a list of socially responsible behaviors related

to various stakeholder groups.

12
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While using data or other proxy measures (such as corporate social disclosures/reports)
from publicly available databases to assess the CSR activities offers the advantage of objectivity,
it does not provide much insight into the approaches adopted by the companies in the
performance of the CSR activities. Since the focus of the present study is to understand the
differences in approaches to the CSR/stakeholder engagement activities (explicit vs. implicit)
rather than merely the presence or absence of (or perhaps the extent of) stakeholder engagement
activities, we chose to develop a multi-item SEA scale designed to measure whether a
company’s stakeholder engagement activities were performed explicitly or implicitly. Although
developing a new scale does raise concerns related to the measurement of constructs, we took
various precautions and performed validity and reliability tests to ensure its psychometric
robustness.

We began the scale development process by creating a pool of 12 items that included
common SEAs identified in the literature (Carroll, 1979; Porter and Kramer, 2006), of which six
items represented an “explicit CSR” approach and the other six items an “implicit CSR”
approach. The SEA scale was designed to focus on the differences in the ways in which
(explicitly or implicitly), companies approached and addressed a range of common stakeholder
management activities. Since companies practicing “implicit” CSR might have policies and
practices similar to companies practicing “explicit” CSR, the items included in the scale focused
on two differentiating characteristics. The first novel aspect of the SEA scale was that it

included questions assessing to what extent a company’s discretion that was involved in the

13

This article is protected by copyright. All rights reserved.



performance of the stakeholder engagement activity; whether or not it was company-initiated.
Second, we also focused on the nature of the claim made in the stakeholder engagement activity;
whether or not it was company-specific. In looking at the items presented in Appendix 1, one
can notice that items designed to measure “explicit” CSR are focused on company-specific
measures and company initiated CSR activities, while that is not the case with items designed to
measure “implicit” CSR.
Validity Checks

Although the items used to measure SEAs were directly derived from the work of Porter
and Kramer (2006) and Carroll (1979), both of which are grounded in an extensive review of
relevant literature; we paid careful attention to developing response options that were meaningful
to the managers and were reasonably exclusive and exhaustive within the domain of “explicit”
and “implicit” CSR. The initial pool of the twelve items was reviewed and refined in several
iterations. To minimize response fatigue and to increase the response rate, we used those items
with the highest item-total correlations. This resulted in the selection of eight items-four of
which related to “explicit CSR’ and the other four related to “implicit CSR”. Among these eight
statements, respondents were asked to select those SEAs that best described the
actions/approaches of their organization in managing stakeholder issues. Appendix 1 provides
the eight items included in the SEA scale designed to measure SEAs.

We assessed the content validity of the items using a panel of organizational behavior and

strategy researchers. We tested the scale’s predictive validity by correlating an item (not
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included in the SEA scale) that clearly related to “explicit CSR” (*‘My company tries to deal
effectively with negative impact of its activities’) with the eight items on the SEA scale. This
item was both significantly and positively correlated with the items designed to measure

“explicit CSR”, while it had a non-significant or significant negative correlations with items

designed to measure “implicit CSR”. We repeated the same procedure for assessing the validity

of the items designed to measure “implicit CSR” and correlated another item (not included in the

SEA scale) that clearly related to “implicit CSR” (*“My company is aware of the social impacts

of its activities’), we obtained similar results in this analysis as well.

Reliability Check

We used a test-retest procedure to assess the reliability of the multi-item scale used to
measure the “explicit-implicit CSR”. The scale was administered to a pilot sample of forty-two
participants and then again to the same participants two months later. The test-retest reliability
coefficient for the multiple options questions ranged from .67 to .88, with a mean reliability of

.76, which is greater than the generally accepted level of .70 (Nunnally, 1978).

Results

The data collected in this study allowed us to capture the approach that American and
Japanese companies took to SEAs approach (“explicit” vs “implicit”). We first generated a

correlation matrix to examine the mean and the standard deviation associated with the various

items and checked for multicollinearity among variables. The results of the correlation analysis,

This article is protected by copyright. All rights reserved.

15



along with the mean and standard deviation for each variable are presented in Table 1. The
results presented in Table 1 show that the means associated with the use of various SEA
measures have a large spread (.18 to .62) which is indicative of the variation that exists in the
stakeholder management practices of the companies. Results also show that while items related
to “explicit” CSR are positively related to each other, they are either negatively related, or have

very low co-relation, with items designed to measure “implicit” CSR.

Insert Table 2 about here

Factor Analysis

A factor analysis was also conducted in order to identify differences in companies’
approaches to managing SEAs. The variables included in the factor analysis referred to the items
included in the 8-item SEA scale. We opted to use the Direct Oblimin Method of oblique
rotation since there were reasons to believe that there might be a theoretical relationship between
the underlying factors. The Kaiser-Meyer Olkin (KMO) and Bartlett's Test measure of sampling
adequacy was used to examine the appropriateness of the factor analysis. The approximate of
Chi-square is 125.83 (p=.001) and the KMO statistic of 0.65 is also large (greater than 0.50).

Hence, the factor analysis was an appropriate tool for further analysis.

Insert Table 3 about here

The results of the factor analysis are reported in Table 2. We extracted two factors (each

with Eigenvalues above the rule of thumb of 1), accounting for 41% of the variance in the
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research model. The results revealed factor loadings such that three items loaded on first factor,
while four items loaded on the second factor. Each of these items loaded .5 or higher on one
factor and .3 or lower on the other. Only one item (““The stakeholder management efforts of my
company are aimed at managing good citizenship image of the company”’) cross-loaded on both
factors, despite expecting it to be theoretically linked to “implicit CSR. We provide a potential
explanation for this unexpected result in the discussion section. A close examination of the other
seven items included in each of the two factors revealed that scale items in factor one are all

related to “explicit CSR”, while scale items in factor two are all related to “implicit CSR”.
Analysis of Variance
Insert Table 4 about here

Having validated our SEA scale, we sought to test the core research proposition- that
while the CSR activities of the American companies will be characterized by strong “explicit
CSR”, the CSR activities of Japanese companies will exhibit strong “implicit CSR”. In order to
test this, we utilized the two factors that were extracted from the results of factor analysis (which
were labelled as “explicit CSR” and “implicit CSR”) and using an Analysis of Variance
(ANOVA), we examined the difference between the SEAs of the American and Japanese
organizations. The results of the ANOVA (reported in Table 3) show a significant difference
between American and Japanese organizations in terms of these two factors. As expected,
Japanese organizations use stakeholder management activities which are related to “implicit

CSR” significantly more often than American organizations (Mjapan=2.25, Mysa=1.36; (F=39.92,
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p<.001)). At the same time, the results show that American organizations use stakeholder
management activities that are related to “explicit CSR” significantly more often than Japanese

organizations (Mysa=1.82, Mypan=1.02; ((F=27.95, p<001)).
Insert Table 5 about here

Finally, to understand the nuanced differences in the SEAs of the American and Japanese
companies, we once again relied upon an ANOVA to examine the differences in terms of each
individual item included in the two factors- “explicit CSR” and “implicit CSR”. The results of
the analyses (presented in Table 4), show significant differences between American and Japanese
companies in terms of seven of the SEAs. These significant differences provide further evidence
that CSR is in fact viewed and practiced differently in these two countries. In line with our
expectations Japanese companies reported a much higher adoption of SEAs that are associated
with “implicit CSR”, while the US companies reported higher adoption of SEAs associated with
“explicit CSR”. It was interesting to note that the item, “My company finds ways in course of its
business operations to contribute to the advancement of social conditions™, that was adopted
most (66%) by the Japanese companies was in fact adopted the least (22%) by American
companies. Similarly, the item, “My company has invested in social aspects in ways that
improves its competitiveness™, which was adopted by 39% of American companies was adopted
the least (8%) by Japanese companies. Such differences highlight somewhat of a contrasting
manner in which CSR is approached and practiced in the two countries. An unexpected result

was that there was no significant difference in the response to the following SEA item: “The
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stakeholder management efforts of my companies are aimed at managing good citizenship image
of the company”. 68% of the Japanese companies and 56% of the American companies reported
the adoption of this item and the difference between the two groups was not statistically
significant. We believe that this may be due to the fact that even though making efforts to
manage one’s company’s image is characteristic of the US-style CSR, showing commitment to
generic social issues (like good citizenship) might represent a common value to companies and a
requirement, independent of their national context'. As such, we recommend that this item be

dropped from the scale in future research.
Discussion

Past research has noted that Japanese businesses promote “corporate conscience-based
governance” with shared values of a corporation and its stakeholders (Nakano,2007; Fukukawa
and Teramoto, 2009). In following such an approach, a company is considered a community in
which interests of various participants have to be harmoniously balanced to ensure continued
existence and success. We found evidence of this in our data, as 66% of Japanese respondents
reported that their company “...finds ways in course of its business operations to contribute to
the advancement of social conditions”. This strengthens our position that Japanese companies
adopt an “implicit CSR” approach in which they comply with collectively decided social rules
and customary and mandatory obligations in their CSR operations because doing good is a

societal expectation, not necessarily solely a company’s choice.

' The authors would like to thank the anonymous reviewer for this insight.
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Japanese companies also focus on the well-being of all their stakeholders, directly or
indirectly involved in the company’s operations, and do so based upon collective, rather than
company-specific deliberations. Once again, such an approach was confirmed by 54% of the
respondents who reported that their *“...company’s strategy attempts to integrate business and
social needs.” The “implicit CSR” approach of Japanese companies is also contextualized by the
national business systems of a coordinated market economy and the social and governmental
institutional arrangements associated with CME. As a result, when dealing with issues related to
CSR and stakeholder management, Japanese companies are able to balance the interests of
various stakeholders through discretion that is reflected in informal and shared understanding of
“consensual managerialism” (Kang and Moon, 2011) rather than formally stated policies. Once
again, the fact that nearly half the Japanese companies reported that their company “... attempts
to incorporate operational issues that will create social impact to its business decisions”, bears
evidence to this approach. Based on these findings, it appears reasonable to conclude that
Japanese businesses approach CSR in an “implicit” way and incorporate them into their business

practices, without embracing much of the rhetoric typically associated with it.

An interesting, but unexpected finding of the study relates to the fact that 68% of the
Japanese companies (as opposed to 56% of the US companies) reported that the “stakeholder
management efforts of my company are aimed at managing good citizenship image of the
company.” In the modern business world, one possible explanation for this unexpected result, as

noted earlier, could be that management of good citizenship reputation might be a generic
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requirement common to all global companies, independent of the cultural context. Another
possible explanation, as observed by other researchers, might have to do with the rather novel
adoption of CSR among Japanese companies in the last decade as a result of increased exposure
to the global markets (Fukukawa and Teramato, 2009; Fukukawa & Moon, 2004; Brucksch and

Grunschlob, 2009; Demise, 2005).

Given the market-based approach to economic activities, stakeholder management and
CSR is viewed by most US companies as a voluntary concept; something they choose to do.
Companies largely use their discretion to engage in CSR in an “explicit” and firm-specific way
and are eager to make claims about socially responsible practices and policies. The fact that 54%
of the American respondents reported that their company “takes pride in its positive involvement
in community”, shows the predominance of company-specific and “explicit CSR” approach in
the US. Realizing that CSR initiatives result in a positive perception, American companies are
also concerned with how their company’s performance can be enhanced through CSR and
effective stakeholder management. The nature and practice of CSR in the US is embedded in the
system that leaves CSR at the discretion of corporations to identify company-specific
opportunities for socially responsible behaviors. As noted earlier, the corporate social policies
and programs enacted by each company are voluntary and are motivated by the perceived
expectations of different stakeholders of the company. Such an approach was evident by the
fact that 45% of the respondents in the United States (as opposed to merely 20% in Japan)

reported that their *... company is involved in constructive dialogue with local government,
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regulators, and community organizations to identify and support issues that matter to them” and

the fact that 31% more companies in the United States than in Japan reported that their “company

has invested in social aspects that improves it competitiveness.” These results once again

highlight the differences in the way CSR is approached and practiced by companies in the US

and Japan, with the former seemingly using CSR not only for societal benefit but also as a tool

for leveraging a competitive benefit.

Conclusions

Adding to the existing stream of cross-national CSR research, the present study utilized

the Institutional Theory and Comparative Capitalism frameworks to explain why the adoption of

CSR policies and practices might be different between the United States and Japan and
conducted empirical research to find evidence for how the adoption of CSR policies and
practices are different between these two countries. By analyzing the responses obtained from
the United States and Japanese managers about their companies’ approach to CSR and placing
this within the broader institutional and national business system contexts that exist in the two
countries, we were able to develop a more subtle, and not the least a more complex
understanding, of the differences in the prevalence of CSR policies, programs and practices

enacted by the US and Japanese companies.

Drawing upon the “explicit-implicit CSR” framework proposed by Matten and Moon
(2008), we first developed a SEA scale that allowed us to examine the difference in how

companies approach and practice CSR. We proposed that while the approach to the CSR
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activities of the US companies will be characterized by strong “explicit CSR”, the approach to
CSR activities of Japanese companies will exhibit strong “implicit CSR”. The results of the
study provided strong support for our research proposition. However, the results also provided
some indication of a changing balance of “implicit and explicit CSR” in case of Japanese
companies, which appear to be adopting “explicit CSR” approach in managing company

reputation.

Managerial Implications

The findings of this study have some important implications for practitioners and
managers. First, one needs to realize that despite the global nature of CSR, it is conceived,
interpreted and acted upon differently across different social, economic, and business contexts.
Companies operating in different countries are contextualized by their national institutional
frameworks and economic and social policy arrangements, which create different opportunities
and incentives, and hence lead to different approaches to the issues associated with CSR.
Furthermore, even though companies in different countries may have CSR policies and programs
that appear similar in terms of expected results, but they may be approached differently and
reported differently. Not understanding these differences can lead one to naively assume that a
certain country may somehow be lagging behind in CSR; as has been assumed by some in case
of the differences that exist between the United States and Japan. The reality may not be a “lag”
per se but a difference in the cultural motivation to institutionalize and vocalize CSR efforts. As

more and more companies expand operations overseas, there is an increased need to realize these
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differences, so that the CSR programs and policies of the company are conceived, approached

and acted upon in ways which are appropriate to the prevailing contexts.

Implications for Future Research

As noted at the beginning of this study, although existing research provides rich
descriptions of the cross-cultural differences in CSR practices, they have not adequately probed
these differences within the underlying mechanism of institutional contexts in which companies
operate. Similar research needs to be conducted in case of other major countries as well; notably
between the United States and other European nations, which- like Japan, are also characterized
as CMEs. Also, we investigated the differences in the CSR practices of the US and Japan based
on a single framework-“explicit and implicit CSR”. Future researchers could combine more than
one framework, such as formal vs informal communication, mandatory vs voluntary issues, etc.
Finally, even though we relied exclusively on self-reported measures for this study,
supplementing it with archival/publicly available data/information would further enhance the

reliability of the findings.
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Table 1

Summary Comparison of the Differences between “Implicit” and “Explicit” CSR".

Explicit CSR

Implicit CSR

Corporate policies, programs and strategies
are voluntarily enacted by companies and
addresses issues perceived to be important for
CSR of the company.

CSR policies, programs and strategies are not
the outcome of deliberate corporate decisions
but are based on norms, values and rules
governing corporate role within the wider
formal and informal societal interests and
concerns.

CSR policies and programs are motivated by
company’s perception and assessment of the
demands and pressures of different
stakeholder groups.

CSR policies and programs are collectively
motivated and result in both mandatory and
customary requirements for companies to
address stakeholder issues.

Companies make distinctive claims over CSR
programs and policies and describe their
activities this way.

CSR is implied in systems of organizational
responsibilities and companies are involved in
deciding CSR programs and policies and do
not articulate their own versions of them.

Companies make claims about their
individual CSR activities and programs.

Companies have little opportunity or
incentive to take explicit responsibility for
CSR activities or programs

" Adapted from Matten and Moon (2008)
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Table 2
Mean, Standard Deviations and Correlation

Stakeholder Management Activities (US and Japan)

Scale Mean SD 1 2 3 4 5 6 7 8
Item
1 32 47 - 12 01 18" 287 257 -07 07
2 62 49 - 09 16" 25~ .05 13" .07
3 45 50 - 05 01 -.00 14 20"
4 26 44 - 327 15 197 .02
5 40 49 - 287 .06 05
6 18 38 - 06 05
7 31 46 - 12
8 44 50 ]

** <01, p<.05, N=227
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Table 3

Factor Analysis of Stakeholder Engagement Activities:

Explicit and Implicit CSR

Factor 1 Factor 2
Scale Item “Explicit “Implicit
CSR” CSR”
1: My company is involved in constructive dialogue .64 -.09
with local government, regulators, and community
organizations to identify and support issues that
matter to us.
2: The stakeholder management efforts of my 41 37
company are aimed at managing good citizenship
image of the company.
3: My company finds ways in course of its business -.01 .67
operations to contribute to the advancement of
social conditions.
4: Corporate philanthropy in my company has clear 58 27
measurable goals and results are tracked over time,
5: My company takes pride in its positive .75 A1
involvement in the community.
6: My company has invested in social aspects in 60 -.02
ways that improves its competitiveness.
7: My company attempts to incorporate operational 11 .65
issues that will create social impact to its business
decisions.
8: My company’s strategy attempts to integrate .08 .58

business and social needs.

Cumulative Variance

40.52%
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Table 4
Analysis of Variance:

Differences in the Use of Explicit and Implicit CSR between US and Japanese Companies

CSR Elements Country Mea  St. Dev. F  Sig.
n
IMPLICIT JAPAN 2.25 1.07 39.92 falalel
usS 1.36 1.05
EXPLICIT JAPAN 1.02 1.10 27.95  *x*
usS 1.82 1.17

Japan n=119, US n=108 ***p<0.001
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Table 5
Analysis of Variance:
Differences in Approach (Explicit and Implicit) to Stakeholder Engagement Activities

Between the US and Japanese Companies

Stakeholder Engagement Country Mean SD F Sig.
Activities
1: My company is involved in constructive ~ JAPAN 20 40 17.62 ***

dialogue with local government,
regulators, and community organizations
to identify and support issues that matter to
us. (Explicit CSR)

2: The stakeholder management efforts of ~ JAPAN 68 .47 380 NS
my company are aimed at managing good

usS 45 .50

citizenship image of the company. (Cross- us 56 .50

loaded)

3: My company finds ways in course of its ~ JAPAN 66 .47 54,94 F**
business operations to contribute to the US 27 42

advancement of social conditions. (Implicit ' '

CSR)

4: Corporate philanthropy in my company  JAPAN 19 40 516 *
has clear measurable goals and results are US 39 47

tracked over time. (Explicit CSR) ' '

5: My company takes pride in its positive JAPAN 28 45 16.95 ***
involvement in the community. (Explicit

CSR) us 54 50

6: My company has invested in social JAPAN 08 .27 1871 ***
aspects in ways that improves its

competitiveness. (Explicit CSR) Us 39 44

7: My company attempts to incorporate JAPAN A7 48 781 **
operational issues that will create social US o5 43

impact to its business decisions. (Implicit
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CSR)

8: My company’s strategy attempts to JAPAN 54 .50 9.94 **
integrate business and social needs.
(Implicit CSR) us 33 AT

Japan n=119, US n=108 ***p<0.001; **p<0.01; *p<0.05; NS-not significant
Appendix 1
Stakeholder Management Activities Questionnaire

For each of the following please CIRCLE the response option that most closely describes the
way in which your company manages relationships with stakeholder groups.

1: My company is involved in constructive dialogue with local government, regulators, and
community organizations to identify and support issues that matter to us. (Explicit CSR)

2: The stakeholder management efforts of my company are aimed at managing good citizenship
image of the company. (Cross-loaded)

3: My company finds ways in course of its business operations to contribute to the advancement
of social conditions. (Implicit CSR)

4: Corporate philanthropy in my company has clear measurable goals and results are tracked
over time. (Explicit CSR)

5: My company takes pride in its positive involvement in the community. (Explicit CSR)

6: My company has invested in social aspects in ways that improves its competitiveness.
(Explicit CSR)

7: My company attempts to incorporate operational issues that will create social impact to its
business decisions. (Implicit CSR)

8: My company’s strategy attempts to integrate business and social needs. (Implicit CSR)
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