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Abstract With corporations playing a dominant role in society today, the centrality of the role
of business to society is being researched from multiple perspectives ranging from moral, legal,
economic, strategic, social, and environmental. Several approaches to and theories on the subject
have emerged in the literature over the years, such as corporate social responsibility, stake-
holder management, shared value, corporate citizenship, and corporate environmentalism, and
have found acceptance in practice as well. This paper surveys the changing approaches to the
role of business in society and reflects on some of the practices in a conversation with NR Narayana

Context note

Corporations have begun to dominate every facet of modern
life and society. The rising power of corporations in the last
few decades has resulted in greater scrutiny of their actions
and impacts on society. While this is not altogether new, the
recent years have seen a renewed focus on this from aca-
demics, policy makers, and managers. Such expectations have
been driven by several trends. One, the rapid growth in the
economic and political power of corporations and stories of
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corporate failures has led to an increasing trust deficit between
corporations and citizens. Two, there have been increased
concerns about the earth’s ecological future, both its decline,
as well as the realisation that a variety of the earth’s pre-
cious assets are controlled by large corporations. Three, the
emergence of new technologies, which have increased the
reach and power of corporations, while simultaneously al-
lowing individuals and communities to organise themselves.
Four, changing norms and values within communities, for in-
stance, the demand for greater transparency and account-
ability, the national movements for democracy and those
against corruption, are posing new challenges to both cor-
porations and society in general. Five, corporations, en-
trenched as they are in the current economic system, are seen
as both the genesis of the problem as well as the potential
solution. There is an increasing recognition of the potential
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Figure 1

GDP/Revenues of Top 100 Economies/Corporations of the World.

(Source: IMF, 2015; Fortune Global 500, 2015)

of business to help address the most pressing challenges of
development today, namely climate change, poverty, and the
promotion of democratic values.

We pick up one of these trends to illustrate our point. Data
from the International Monetary Fund and Fortune maga-
zine indicate that in 2014, nearly 40% of the world’s top 100
economies are companies and not countries (see Fig. 1). The
top 50 corporations in the world control over US$9 trillion,
which nearly equals the combined gross domestic product
(GDP) of the bottom 161 countries of the world put to-
gether. Walmart alone, with its turnover of nearly US$480
billion, is the 28th largest economy in the world. The top five
corporations of the world have a combined turnover that
nearly equals the GDP of India. Shell alone controls an area
of 160 million hectares of land, and about 146 countries have
a smaller area.

Globalisation connects corporations and societies in ways
that we might not have visualised earlier and which would
have been considered impossible in the past. For example,
a cup of Starbucks coffee has been estimated to have its value
chain spread over a dozen countries. This type of integra-
tion brings with it, its own problems. One, it may lead to an
inequitable distribution of costs and benefits across the supply
chain, where value is created collaboratively across a number
of geographical regions, but value captured remains under
the control of some corporates. Two, government and cor-
porate roles appear to have been repositioned, with govern-

ments focussing on becoming smaller, but smarter and more
efficient, while corporations grow in size and take on roles
traditionally performed by governments. For example, in India,
insurance, energy, telecom, airlines, and many other sectors
have been privatised or opened up to the private sector in
the last two decades. Paradoxically governments are becom-
ing like corporates while corporates themselves are begin-
ning to behave like super national governments. This
interchange of roles between governments and corporates has
created increased concerns about the role businesses ought
to play in society.

While the role that business needs to play has been more
intensively debated in academic and policy circles in the last
decade, the debate was stoked by the Nobel Laureate Milton
Friedman’s assertion that “There is one and only one social
responsibility of business—to use its resources and engage in
activities designed to increase its profits so long as it stays
within the rules of the game, which is to say, engages in open
and free competition without deception or fraud.” (Friedman,
1970).

Friedman’s thesis, that only individuals and not corpora-
tions can have responsibility, has been widely contested both
by practitioners and academics. In the early seventies, Drucker
argued that “Business enterprises . . .. are organs of society.
They do not exist for their own sake, but to fulfill a specific
social purpose and to satisfy a specific need of society, com-
munity, or individual. They are not ends in themselves, but
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means. The right question to ask in respect to them is not,
what are they? But, what are they supposed to be doing and
what are their tasks?” (Drucker, 1973). These observations
raised questions about the nature of the corporation and
that of the relationship of businesses to the economy and
society (Preston, 1975). By the mid 70s, it was clear that
“narrow economic formulations (e.g., role of externalities)
were insufficient to capture the multitude of public issues in-
volving the large corporation” (Post, 2015). Others rein-
forced this by noting that “the social responsibility of the
business encompasses the economic, legal, ethical, and dis-
cretionary expectations that society has of organisations at
a given point in time” (Carroll, 1979). As Carroll notes, ref-
erences to these ideas can be found in earlier works such as
Howard R. Bowen’s “The Social Responsibilities of the Busi-
nessman” of 1953, Heald’s 1957 publication, “Manage-
ment’s Responsibility to Society: The Growth of an Idea”, and
several others. As McGuire noted, “the corporation has not
only economic and legal obligations but also certain respon-
sibilities to society which extend beyond these obligations”
(McGuire, 1963).

However, we may argue that the criticism against Fried-
man’s his views may have been misplaced. Friedman, while
emphasising the primacy of the shareholder and wealth
maximisation objective, also subjected those aspects
to conditions of fairness and legal legitimacy. Broadly
speaking, Friedman’s definition still remains valid. What has
changed are the “rules of the game” with environmental and
social conditions having to be considered in corporate
decision-making.

That corporations exist as part of and as agents of society
is well established now. Ed Freeman who developed the stake-
holder paradigm in response to this view also challenged the
idea of shareholder primacy. Freeman defined stakeholders
as any group of individuals who can affect or are affected by
the achievement of the firm’s objectives (Freeman, 1984).
While profit maximisation may be the driving force from an
investor’s perspective, from the perspective of other stake-
holders, a successful business is one that meets their needs
and aspirations even if they do not engage in a direct con-
tractual or economic relationship with the firm in question.
From a practical point of view too, it is important to note that
a firm’s ability to operate in the market place is not just de-
termined by its capacity to procure the necessary legal li-
censes, but is also dependent on securing social legitimacy
(the informal approval from society to conduct its business
in its chosen area of operations). Others too have argued that
it is a conceptual fallacy to see society and business as sepa-
rate. Rather, “as one of the most important human institu-
tions, business is central to the way in which we constitute
a society and how we live in society” (Painter-Morland, 2013,
p. 283).

Going beyond the moral responsibility concern, which is
framed in ethical terms, this question has also been explored
from an economic perspective. Several studies have explored
the linkages between corporate social and financial perfor-
mance. For instance, Orlitzky and Benjamin (2001) suggested
that the higher a firm’s corporate social performance (CSP) the
lower its financial risk. Further, the role that business can play
in the positive transformation of societies has also been ex-
plored by other studies. That business benefits society in myriad
ways and can be an instrument of positive social influence has

been made multiple times in the recent past. This stream of
thought has more recently informed multiple areas of work in-
cluding, base of the pyramid approaches, inclusive business
models, and social entrepreneurship.

Porter and Kramer’s article on shared value refined the
idea, suggesting that a prosperous business can only exist in
a prosperous community. This approach required busi-
nesses to move from a philanthropic approach to a strategi-
cally oriented approach in which a corporation adopts “policies
and practices that enhance competitiveness of the company
while simultaneously advancing social and economic condi-
tions in the communities in which it sells and operates” (Porter
& Kramer, 2011). Porter and Kramer emphasised the *“sym-
biotic relationship between social progress and competitive
advancement”. This relationship “implies that both busi-
ness decisions and social policies must follow the principle
of shared value”, and creating win-win options (Porter &
Kramer, 2002, 2006, 2011).

While Western literature dominates academic journals, it
is interesting to note that comparable ideas had emerged in
the Eastern economies even earlier. The best example of this
is the concept of trusteeship, a Gandhian idea of how eco-
nomic wealth must be governed. In Gandhi’s own words:

“Supposing | have come by a fair amount of wealth—
either by way of legacy, or by means of trade and industry—I
must know that all that wealth does not belong to me; what
belongs to me is the right to an honorable livelihood, no better
than that enjoyed by millions of others. The rest of my wealth
belongs to the community and must be used for the welfare
of the community.”’

These ideas greatly influenced JRD Tata, the founder of
the Tata Group who then applied them to the Tata Group of
companies. It is important to note that Gandhi’s concept
of trusteeship “does not prevent an organization from pur-
suing a goal of maximizing wealth. However, assets in excess
of one’s needs, are viewed and used as being held in trust
for meeting society’s needs . . .. For Gandhi, wealthy people
should not just be encouraged to act as trustees, they are
morally required to do so” (Gopinath, 2005).

In understanding the role of business in society, research-
ers have used multiple perspectives ranging from moral, legal,
economic, strategic, social, and environmental. Diverse but
complimentary perspectives have also emerged such as cor-
porate social responsibility, stakeholder management, shared
value, corporate citizenship, corporate environmentalism, and
so on (Wry, 2009).

In the world of practice too, these ideas have found accep-
tance. While the moral and legal arguments dominated the earlier
part of the literature, economic and social aspects are the cur-
rently popular lenses to view these issues. In 2009, McKinsey’s
global survey among decision makers revealed that decision
makers, especially investors, believed that environmental, social,
and governance activities do create value for firms (McKinsey
& Company, 2009). The McKinsey study did not however resolve
the question of whether placing a financial value on social pro-
grammes would impact a firm’s reputation.

Regardless of anything else, the challenges nations face
today mandate new ways of visualising the business-society
relationship. For instance, many problems such as climate

' http://www.mkgandhi.org/articles/views%200n%20trusteeship.htm.

Review (2016), doi: 10.1016/j.iimb.2016.02.003

Please cite this article in press as: Jose P.D., Business and society: Creating shared value in conversation with N. R. Narayana Murthy, Founder, Infosys, IMB Management



http://www.mkgandhi.org/articles/views%20on%20trusteeship.htm

4

Jose P.D.

change, terrorism etc. cannot be addressed using conven-
tional economic approaches; they require innovations in both
policy and practice. New collaborative forms of institu-
tional arrangements need to develop. For example,
privatisation efforts by many national governments have re-
sulted in corporations operating in areas previously consid-
ered to be the preserve of governments. It has also led to the
creation of collaborative arrangements between different
sectors and institutions in society, at times even resulting in
the creation of new organisational arrangements or hybrid
organisational forms. This in turn will require a repurposing
of the strategies, structures, systems and processes of ex-
isting businesses, explicitly recognising the transformative role
that businesses can play in society.

Another aspect to consider is the globally coordinated
efforts to increase social and environmental security. In-
creasingly, multilateral agencies and international
organisations are playing a proactive role in shaping corpo-
rate responses. For instance, the United Nations Global
Compact—a voluntary initiative that encourages businesses
to adopt sustainable and socially responsible policies, drew
significant support from the corporate sector and has a mem-
bership of 8343 companies from 162 countries. The more
recent proposals by the UN to adopt the Sustainable Devel-
opment Goals covering a broad range of issues including elimi-
nating poverty and hunger, improving health and education,
addressing gender issues and women’s empowerment, build-
ing sustainable cities, and addressing ecological challenges
require collaborative action between businesses and govern-
ments. As in the case of Millennium Development Goals (MDGs)
earlier, it is quite conceivable that the agenda will need to
be championed by corporates. Independent initiatives outside
the governmental framework are flourishing. An early example
of this is the CEO Water Mandate, which mobilises business
leaders to advance water stewardship, sanitation, and the Sus-
tainable Development Goals and has been endorsed by over
130 companies.

In the Indian context too, corporate engagement with
society in general has seen changes in philosophy and prac-
tice. While the early stages of the responses were marked by
chequebook philanthropy or charity, Indian firms are begin-
ning to be more strategic in directing their social engage-
ments. From a regulatory perspective as well, the changes
to the Indian Companies Act in 2013 have motivated compa-
nies to make social responsibility related investments. The
Act mandates that that every company needs to spend at least
2% of its average net profit for the immediately preceding
three financial years on corporate social responsibility ac-
tivities subject to certain clarifying criteria. It is likely that
governments elsewhere too will adopt similar guiding prin-
ciples for business.

While the philosophical questions underpinning the role
of business in society have more or less been resolved to favour
businesses playing a more proactive role in creating a just and
sustainable society, some issues still remain unresolved. This
is probably an area where practice has led theory and new
models of business-society engagement are emerging all the
time raising new and unresolved issues. For instance, while
the need for businesses to engage with community is uncon-
tested, particularly given the material, financial and human
resource flows between the corporation and society, the level
and nature of engagement is still open.

The first question in this context is, “How active should
a corporation as an agent be? For instance, should a busi-
ness even play an activist role in creating the changes that
it desires? Would such an action, especially if it involves the
directing of its resources—ultimately shareholder wealth—
be even justifiable from a governance perspective? Related
to these are other questions such as, who defines the bound-
ary of engagement (what level is appropriate)? When do cor-
porate philanthropy or social responsibility issues become
corporate activism? Would the same frameworks of analysis
apply? Should the interests of the stockholder conflict with
those of other stakeholders who will determine the primacy
of one over the other?

Second, the last two decades have seen a dramatic prog-
ress in a multitude of technologies, including information
and communication technologies, biotechnologies, and
nanotechnologies. As significant technological advances are
made, regulation has not stepped up to resolve new deci-
sion dilemmas that may arise. How does a business deal with
the as-yet-less-understood aspects of new technology? Un-
derlying this is the question—Who is the real custodian of a
society’s values? Communities, governments or corpora-
tions? Related to the above is the question of regulation.
Should the levers of corporate accountability be driven by
regulation or self-regulation?

Third, as we have noted before, the scope of business-
government-community engagement has grown larger. This
and the consequent emergence of new institutional forms give
rise to several questions and issues pertaining to the bound-
aries of corporate engagement, forms of regulation, emerg-
ing technologies, and auditing of impacts of the evolving forms
of interaction. Also what new organisational forms are needed
to deal with the increasing complexity and interrelatedness
of social issues and networks and organisations?

The business and society discussion today is at new cross-
roads. The strategies corporations develop and frameworks
the governments place around them will have significant im-
plications for the nature of solutions that will emerge in ad-
dressing our most pressing developmental and social
challenges.

The role of business in society: In Conversation
with N. R. Narayana Murthy, Founder, Infosys

N. R. Narayana Murthy
Founder, Infosys Limited

In 1981, Narayana Murthy founded Infosys, a global
software consulting company headquartered in Bangalore,
He served as the CEO of Infosys during 1981-2002, as
the Chairman and Chief Mentor during 1981-2011, and
as the Chairman Emeritus during August 2011-May
2013. Under his leadership, Infosys was listed on NASDAQ in
1999.

Mr. Murthy articulated, designed, and implemented the
Global Delivery Model, which has become the foundation for
the huge success in IT services outsourcing from India. He has
led key corporate governance initiatives in India. He is an IT
advisor to several Asian countries.

He serves on the boards of Ford Foundation, United Nations
Foundation, Rhodes Trust and the Institute for Advanced Study
in Princeton, New Jersey. He has served as a member of the
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HSBC board and the Unilever board. He has served on the
boards of Cornell University, Wharton School, and the Gradu-
ate School of Business at Stanford University. He has also
served as the Chairman of the Indian Institute of Manage-
ment, Ahmedabad.

Mr. Murthy is ranked among the top 10 of the Financial
Times’ list of “Business pioneers in technology”, published
in March 2015. In 2014, he was ranked 13th among CNBC’s
25 global business leaders who have made maximum impact
on society during the last 25 years. He was listed among the
12 greatest entrepreneurs of our time”, by Fortune maga-
zine in 2012. The Economist ranked him among the 10 most-
admired global business leaders in 2005. He has been awarded
the Legion d’honneur by the Government of France, the CBE
by the British government and the Padma Vibhushan by the
Government of India.

He is a foreign member of the US National Academy of En-
gineering and a Fellow of the Indian National Academy of En-
gineering. He is the recipient of the 2012 Hoover Medal. The
Tech Museum, San Jose, awarded him the James C. Morgan
Global Humanitarian Award in 2012. He received the 2007
Ernst Weber Medal from the Institute of Electrical and Elec-
tronics Engineers, USA (IEEE).

He is the first Indian winner of Ernst and Young’s World
Entrepreneur of the Year award. He has also received the Max
Schmidheiny Liberty Prize. He has appeared in the rankings
of businessmen and innovators published by BusinessWeek,
Time, CNN, Fortune, Forbes, Financial Times and India Today.

He is also a trustee of the Infosys Science Foundation, which
governs the Infosys Prize, an annual award, to honour out-
standing achievements of researchers and scientists across
six categories.

P. D. Jose: Today we have the privilege of speaking to Mr. Narayana Murthy, India’s and probably Asia’s most admired business
leader who has demonstrated that it is possible to build a world class company driven by values in India. Thank you Mr. Murthy for

sparing your time to share your views and insights with us.

N. R. Narayana Murthy: It is an absolute pleasure. Thank you very much for this opportunity.

P. D. Jose: Our discussion today focuses on the role of business in society. Over the last few decades, we find that society has been
putting more pressure on businesses to perform in a socially responsible manner. Given your experience, what are the new social
contracts that are emerging between corporations and societies?

N. R. Narayana Murthy: The fact that a corporation has to earn the goodwill of society, that it has to earn the goodwill of the
stakeholders, is nothing new. The only way a corporation can exhibit longevity and succeed over a long term is if it has the
goodwill of society. This has been there for at least 600 to 800 years, or ever since the first company came into existence.
However in the recent past, particularly in the last three decades, some of the corporate leaders have forgotten this important
idea and have been overcome by greed, and have been less than fair to society and therefore, this has come to the front burner.
At the end of the day, the primary responsibility of a corporation is to maximise shareholder value, while ensuring fairness,
transparency, and accountability to every one of the stakeholders. Who are those? Customers, employees, investors,
vendor partners, government of the land, and society. This has been so over a long time, this will be so in the future too.
Therefore, that is all the social contract that a corporation has to worry about. Because it is in the best interest of the
corporation itself.

P. D. Jose: You articulate these ideas very well in your book . . . You have spoken about the multiple worlds that constitute India
and the need to promote inclusive growth, and compassionate capitalism. But in a pluralistic society such as India, isn’t it
difficult for a corporate to manage conflicting demands from stakeholders?

N. R. Narayana Murthy: Not really. Anything is as difficult or as simple as you make it. There is one fundamental question that
every corporate leader has to ask, before taking any decision. And that is, will this decision of mine enhance respect and
trust for my corporation and for myself? If each of the corporate leaders asks this question, then | have no doubt at all
that we will do everything right by every one of the stakeholders because then customers will be happier, employees will be
happier, society will be happier, government will be happier, vendor partners will be happier, investors will be happier.
Therefore, the simplest way of reducing this complexity is to ask the question, will my decision enhance respect and trust for my
corporation.

P. D. Jose: Once again | quote you . . .. unless the corporation learns to show fairness to all its stakeholders, it will not be
successful in the long run . . . Can you give us a few examples of how Infosys might have actually managed this?

N. R. Narayana Murthy: We were the first in India to introduce stock options in a major way. | think our stock options came as one
of the largest in the world. Starting from a janitor, right up to the senior vice president or the executive vice president, we
ensured that everybody was given stocks in the company. That, very few companies in the world have done. Second, we created
an open environment where all doors are always open, anybody can send a mail to any of the senior people, and we responded to
it. Third, we enhanced the transparency of governance of the company by ensuring that our annual report and Web content
followed the finest principles of corporate governance. Fourth, in a situation where a customer contributed as much as 25% of
our revenue when we were very small, we advised that customer that unless he or she was in a position to enhance the pricing we
would not be in a position to serve him to his or her satisfaction. We were quite willing to end that relationship and transfer all
our work to anybody they chose simply because we were convinced that we would not be serving the interests of the customer
unless there was enough money to invest in new technology, new R&D, new infrastructure, new employee training, and so on. So
in every one of these instances we have asked the question, are we fair to the other party? Are we following the golden rule? Are
we doing what they would do to us or what we want them to do to us? So they always come back.

P. D. Jose: That refers to stakeholders within the company and your customers. What about stakeholders in society?
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N. R. Narayana Murthy: The Infosys Foundation has addressed the basic needs of the poorest of the poor. We have built hospitals,
we have donated equipment to hospitals, we have built 35,000 libraries in rural India, we have created scholarships for 5000
children in rural India, we have rehabilitated sex workers, and we have contributed to cancer research. Therefore in many ways
we have contributed to the society outside of our own context.

P. D. Jose: This is quite interesting because several management gurus including Michael Porter have talked about the need to
connect a company’s progress with social progress. What they referred to as “shared value”.

N. R. Narayana Murthy: | would not say that a corporation is responsible for social progress. No, | think that will not be right. What
| would say is conduct yourself in such a way that you earn the respect and trust of society. If we follow that simple rule then
everything will fall into place. After all, let us remember, the primary responsibility of a corporation is to enhance shareholder
value. However, as | pointed out earlier, they have to do it in a way that there is fairness, transparency, and accountability to
every one of the stakeholders—customers, employees, investors, vendor partners, government of the land, and society. And
every one of our actions must elicit or must enhance respect and trust for the corporation.

P. D. Jose: But given that corporates have access to huge amounts of resources, technology, the ability to influence policy, and
impact the lives of millions of people, directly and indirectly, don’t you think corporations should also be concerned about their
social impact?

N. R. Narayana Murthy: No, no. That is where Infosys has started the Infosys Foundation. We have started the Infosys Science
Foundation where we give six prizes every year to distinguished researchers in various fields of science and humanities. We take
part in several committees of the government of India and we have added our own value to it. We enhanced the level of
corporate governance in India so that became a standard for every other corporation to follow. So in our own way we have added
to all of that. But each one of these acts will have to be part of what you do every day for your corporation. It should be like
breathing; every one of these actions should become as involuntary as breathing. You should not be aware of what you are doing
in these things because these are all good things. You have to do them.

P. D. Jose: On the one hand you say corporations should focus on returns to shareholders—that’s the conventional argument—on
the other, you are using Infosys Foundation as an instrument of social change. Does it imply that business needs to run business
more efficiently and leave the activity of social development to foundations and others whom businesses may support indirectly?

N. R. Narayana Murthy: No, no. As | said, there is one fundamental rule. In every decision that a CEO takes he will simply have to
ask the question, will this enhance respect for us as a corporation.

That automatically means you have to conduct yourself in such a way that you do not violate the sustainability of this planet. You
will have to conduct yourself in such a way that you are not shortchanging your customers. You will have to conduct yourself in
such a way that you create goodwill from the society. You cannot violate any law of the land. You cannot violate any norms of
corporate governance. These things automatically happen. If you are focussed on customers, if you are fair with your employees,
if you follow the best principles of corporate governance with investors, if you don’t violate any law of the land, if you earn
goodwill from the society, and if you are fair with your vendor partner, then you are doing everything that is necessary for social
progress. At the end of the day let us remember one thing. Unless a corporation is financially strong, it will not be able to do any
of these things. Because if you want to add more and more value to customers, you have to invest very heavily in R&D. You have
to improve your technology, you have to improve your infrastructure. Unless you are financially strong, you cannot give better
salaries to your employees. Unless you are financially strong, you will not be able to discharge your obligations of contract with
the vendor partners. Unless you are financially strong, you will not be contributing to taxes in the country. Unless you are
financially strong, you will not be able to do corporate social responsibility activities. Therefore, being financially strong is very,
very important. But we all have to understand that one thing and that is, it is possible to do well while doing good. That is the
fundamental issue.

P. D. Jose: So on these aspects, how do you assess corporate India’s performance?

N. R. Narayana Murthy: Ever since Infosys led the corporate governance movement in 1994-95, | think there has been lot of
improvement in the area of corporate governance in the country. Second, there has been a lot of focus on corporate social
responsibility. There has been lot of cooperation between the government and the corporations. So things have improved a lot.

P. D. Jose: But we still seem to have many of the problems that we started out with when we became independent. The issues of
poverty, inequality, all of those, and several other issues.

N. R. Narayana Murthy: Those are all the issues for our politicians. Inequality in society is not a result of a corporation’s activities.
The primary responsibility of a corporation to a society is to create a large number of good quality jobs. So that people have good
disposable income, and they go and spend it. They educate their children better, they look after their parents, they look after
their families well, and they create a better future for themselves, and so on. Therefore the primary responsibility towards
society for a corporation is to create more and more jobs of better and better quality. And then of course there are subordinate
goals that | spoke about earlier. But the responsibility of reducing inequality is that of the government, both the state
government and the central government. A corporation can at best be a partner in doing it. But a junior partner.

P. D. Jose: What is the potential for corporates and governments working together in a public private partnership mode to address
some of the biggest developmental challenges that we are facing today?

N. R. Narayana Murthy: Corporations everywhere and in India are very much focussed on results. They are very focussed on
efficiency. They are very focussed on completing projects on time. Therefore if a public private partnership has to succeed, then
both the parties will have to do everything possible to ensure that there is a fair contract between the public partner and the
private partner and the society. Second, that this contract does not get changed midway and third, that both the partners put all
the resources needed to ensure that the project is completed on time, within budgeted cost, and with the requisite quality.
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P. D. Jose: Given that you are India’s face on the global corporate arena and also that many more companies from India and other
emerging economies are occupying a more prominent place among global corporates, do you think that places any special
pressures on companies coming from these economies, in terms of social responsibility?

N. R. Narayana Murthy: There are two dimensions to it. First, the Indian dimension. By and large most Indian multinationals
compensate their employees very well and because of this there is a possibility of the less fortunate ones in society being
somewhat dissatisfied that there is a huge gap between the standard of living of the employees of these multinational
corporations and the less fortunate ones in society. That is the reason why many people in India are somewhat unhappy with the
IT industry. Therefore it is in the best interests of both the employees of these corporations and the corporations themselves, to
do everything possible to ensure that we wipe the tears from the eyes of the unfortunate ones. In other words, do whatever we
can in the area of corporate social responsibility so that their life is slightly better. This is from the Indian point of view, the
Indian dimension. There is a foreign dimension. And that is, because we represent India, because the Indian name is involved,
because the Indian image is involved, in everything that we do outside India, we must ensure that we do not violate any law of
the land, that we follow the finest principles of governance there, that we are fair to customers, to the employees, investors,
vendor partners, government of the land and the society outside India too. | think these are the two dimensions that have
received even greater focus since the emergence of Indian multinationals.

P. D. Jose: Coming back to Infosys, you have been a pioneer in sustainability reporting. Can you tell us what motivated you to do
this?

N. R. Narayana Murthy: Sustainability reporting was started by my colleague Nandan Nilekani and later on it was carried on very
ably by Kris Gopalakrishnan, both of whom were CEOs of Infosys. But we felt that as a corporation that consumes the resources
of this society it is our responsibility to do it with utmost care. Therefore we focussed on reduction of usage of electricity, we
focussed on reduction of usage of fresh water, we focussed on reducing carbon emission indirectly - we don’t do anything
directly - and also on doing everything necessary so that Infosys itself becomes a sustainable corporation. Like making sure that
customers are happy, making sure that employees are happy, making sure that investors are happy, government is happy,
society is happy. So that was the rationale.

P. D. Jose: Given that the standards have become more rigorous and disclosures often lead to pressures from other entities, in the
Indian context specifically, based on your experience, what level of disclosure do you think is appropriate for a company to
make?

N. R. Narayana Murthy: You know | have always followed the principle - when in doubt, disclose. So based on the circumstances,
based on the context, if the CEOs follow this rule, when in doubt, disclose, then we have no issue at all. It is very difficult for me
to say what the level of disclosure for each corporation should be because one industry may have a different set of disclosure
requirements than another industry. But there is a fundamental principle and that is, the softest pillow is a clear conscience,
and second, when in doubt, disclose.

P. D. Jose: The recent changes in the Companies Act require firms to spend some percentage of their revenues, their profits, on
CSR activities. In one of your earlier talks elsewhere you argued that rules cannot build character. So in that case, what can help
build character? Is this new rule a tax, an unnecessary tax?

N. R. Narayana Murthy: You know, values are nothing but a set of protocol to be followed by every member of the group or the
community to enhance the trust of every member of the community in every other member of that community. That’s what
values are. Therefore these values will have to be inculcated by parents right from childhood. Mostly, these values are enforced
by primary and secondary school teachers, because that is the time when the influence of parents on one hand and the influence
of the teachers on the other hand is strong. Therefore my belief is that the parents and the primary and secondary school
teachers have a very important role to shape the values of children. And then the rest is very easy.

P. D. Jose: | asked you this because you know the new CSR rules tend to mandate actions by companies. And going back to what
you said, rules cannot build character; | was thinking, what is the best way, the right approach to reform corporate behaviour?

N. R. Narayana Murthy: At the end of the day the corporate leaders have to understand that they are the evangelists for
capitalism today. Capitalism is new to India. And therefore if you want capitalism to be accepted by every member of the Indian
society, rich or poor, urban or rural, then these early role models of capitalism must conduct themselves in a way that everybody
will say we too want to be like that. Therefore instead of government mandating two percent CSR, | wish that each one of us
voluntarily contributed two percent or even higher, based on the circumstances, towards making this society better. So | am not
so much in favour of mandating values, mandating good behaviour. That generally does not happen. It only happens by the
instrument of leadership, by example.

P. D. Jose: | couldn’t agree with you more. Leadership is really important. And there are many instances where Infosys’s practices
have been influenced by your values in the leadership. An often quoted example is the water conservation efforts at the Mysore
campus. How important do you think personal values are to overall corporate social performance?

N. R. Narayana Murthy: | think it is very important. Right from the beginning, my parents practised it, my parents-in-law practised
it. They were well to do, particularly my parents-in-law, my father-in-law was a well-known surgeon. They said, water is a
scarce commodity in this country. Therefore, even though we can afford to use a lot of it let us be very frugal. It is that habit
that got passed on to me and even today | just use half a bucket of water for my bath. Therefore when we built the Mysore
facility we said, look we have 12000 rooms there. Majority of the occupants are youngsters. And they turn on the tap at full
blast. They turn on the shower at full blast. | said this is not fair. Therefore, number one, we made provision so that water is not
wasted to the showers and second, we have built nine lakes on the campus so that when we do rainwater harvesting, we would
be more or less self-sufficient in our water usage.
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P. D. Jose: That is very impressive. But how do you institutionalise this? You mentioned elsewhere that leaders need to
communicate good values. And this is an important first step in changing mindsets. You were referring to youngsters in that case.
But in the same way, how do you develop next generation corporate leaders who are sensitised to social and environmental
issues?

N. R. Narayana Murthy: There are multiple instruments for a leader to pass on corporate values. One, leadership by example.
Everybody is watching a leader. They want to imitate the leader. Leader is all powerful. Leader is a hero to them. Therefore
every action of a leader is watched, admired, hated; if admired imitated, and if hated imitated. Therefore it is extremely
important for leaders to lead by example. To walk the talk, to practice the precept. First one. Second, leaders must
communicate values time and again using the example of the corporation. Using the example of the context so that the
employees can relate to those lessons, those values very well. Third, | think it is important to create a reward system so that
people indeed follow those values, to the extent that you can. That is why for example we have the Value Champion at Infosys.
Every year we honour somebody in each campus who embodies the values of Infosys best.

P. D. Jose: So as a corporation, even as a business leader, what should be the philosophy behind looking at societal issues and
dealing with them? Should it be, we will follow the highest standards? Or we will benchmark against the best practices? Or we
will play an activist role in helping shape policy?

N. R. Narayana Murthy: At the highest level as | said earlier, if we simply ask the question how will we enhance respect for the
corporation in every decision that we take. That at the highest level. Then second, you get down to the next level and that is we
have to be open minded to learn from best practices on a global basis. There are some wonderful things that are happening in
the US, in Australia, something great happening in Japan, in Brazil, UK and so on. The moment you start benchmarking yourself
to the best practices then that gives the confidence to create your own next practice. So the next practice syndrome can only
start when you have become an expert in benchmarking yourself to the best practice because you are the leading edge there.
Then you have the confidence to advance that leading edge.

P. D. Jose: To what extent do you think it is even desirable for a corporation to play an activist role in helping transform society?

N. R. Narayana Murthy: Well | think there are areas. For example, in the area of corporate governance. It is necessary, we have
done that. Absolutely no doubt about it. But there are areas where we can lend support to those voices. For example the quality
of higher education in this country is one area which has tremendous impact on us and it has value to society also. Therefore it is
a win-win. Therefore we can support that voice. And there are other areas, for example if there is a disaster in the country, and
at that time, we have to be activists in contributing to the remedy process, contributing to all the wonderful voluntary
organizations that are helping the people who are affected by the disaster. So that again is an activist process but that’s in a
context.

P. D. Jose: | ask you this because there is an increasing and worrisome trend—for some corporations at least—of activism where
non-governmental organisations (NGOs) are taking up issues against corporations. Some examples are Greenpeace’s campaigns
against e-waste in the IT industry and against companies such as Vedanta and so on. What should be a corporate’s response to
such activism?

N. R. Narayana Murthy: First of all, my own belief is, whether it is Green Peace or someone else, they are people who are trying to
do good for the world. They are not bad people. And they are bright people too. They are intelligent people. Therefore, first of
all we have to listen to them. Then we have to hold conversation with them. We have to bring data on facts on our side of the
table. And then we have to explain why we are doing what we are doing. If it emerges at the end of that discussion based on data
and fact that we are doing something wrong, then we have to change that. On the other hand, if we are doing right, | have no
doubt at all that those NGOs will appreciate our effort. So in my opinion, the onus lies on the part of the corporations to listen to
these people, bring data on facts, and hold meaningful conversations. Because at the end of the day let’s remember, pluralism is
an important part of any successful democracy. As Franklin D Roosevelt said, there are four dimensions of freedom in any true
democracy. That is freedom of expression, freedom of faith, freedom from want, and freedom from fear. Therefore it is our
responsibility to ensure that there is no freedom from fear. No NGO should be afraid of taking up a cause for fear of alienating
this corporation or that politician. Second, we must all revere freedom of expression. It is their right to say. But every right
comes with a responsibility. In other words, they have to collect proper data, they have to collect proper facts, and then make
their comment. If they have not done so for any reason, then it is good for us to sit down with them, provide new data and facts,
and | have no doubt at all that if data and facts are on our side, they will change their views. | have tremendous respect for the
NGOs.

P. D. Jose: So you are saying that it is possible to collaborate with non-governmental organisations or activists for the greater
good. But | am sure our readers would like to know, if you have you ever felt the need to compromise on the financial goals of
Infosys because of pressures from any external factors?

N. R. Narayana Murthy: No, never. Never. | believe that no matter what the consequences are, you have to do the right thing
because over a long period of time, it could be let’s say two years, five years or ten years, you will indeed be a winner if you did
the right thing. If you want to generate say, one crore of rupees, you may do something, cheat somebody and make that money
and run away, but if you want to generate fifty thousand crores revenue every year or hundred thousand crores every year, then
you have to do it the right way. There is no short cut to that.

P. D. Jose: You are implying that things are fine and it/the system will transform. Are you saying that the economic system,
corporate governance, business activities are perfect? They do not need to be fixed?
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N. R. Narayana Murthy: No | didn’t say they are perfect. Look, at the end of the day, every corporation reflects the values and
sentiments of its leaders. And there are some corporations everywhere in the world who have succeeded despite not doing the
right thing. But they are more an exception in every society. Instead of justifying acts by corporates saying, look that
corporation has done it, therefore that is the right thing, | would say, look at the majority of the corporations. And the majority
of corporations in any country would only succeed if they did the right thing. Therefore the rule for us is to go by the majority

not by the exception to the rule.

P. D. Jose: As a final question, what is the advice that you would give a lot of young business graduates who are looking to you for

leadership, who are looking to you as an inspiration?

N. R. Narayana Murthy: There are multiple things that can be said. But | would say that the real success is the ability to bring a
smile on the faces of people when you enter a room. And people express that smile, show the smile not because you are very
powerful, not because you are very handsome, not because you are very rich, but because they realise you care for them.
Because they realise that you have a part of your heart for them. Therefore | would say that every one of us should try to bring a
smile on the faces of people when we enter a room. That means in everything that we do, we simply have to ask, are we caring
for our stakeholders in this decision? Are we keeping their interests in mind when we take the decision? That is what | would say.

P. D. Jose: A part of this interview is also being broadcast to the students of a massive open online course (MOOC) that [IM
Bangalore is offering. And these courses are for students from across the world. They are looking to make their careers in the
corporate world. What advice would you give them so that they are able to build corporations that add value to society as well as

to the shareholders?

N. R. Narayana Murthy: It is very important for every youngster to remember that their corporation and they themselves are very
important players in creating a world which is sustainable, which is peaceful, where there is harmony, and where there is
prosperity for every citizen of this planet. And that responsibility is a huge one. And they will be able to discharge that
responsibility only if they ask whether every decision of theirs is enhancing respect for their company and for themselves. That is
what | would suggest. Just ask in every decision that you make whether that decision will enhance respect for your company, and
for yourself. Whether you are leaving this world a better place at the end of that decision. That would be the best.

P. D. Jose: That’s a very inspiring message. Once again, thank you for sparing your time and sharing your insights. On behalf of the
IIMB Management Review and our readers, we wish you an even more productive, even more engaged role in helping create a

more sustainable society. Thank you so much.
N R Narayana Murthy: Thanks a lot.

References

Carroll, A. (1979). A three dimensional conceptual model of corpo-
rate social performance. The Academy of Management Review,
4(4), 497-505.

Drucker, P. F. (1973). Management: tasks, responsibilities, prac-
tices. New York: Harper& Row Publishers.

Freeman, E. (1984). Strategic management: a stakeholder ap-
proach. Boston: Pitman Publishing.

Friedman, M. (1970). The social responsibility of business is to
increase its profits. The New York Times Magazine.

Gopinath, C. (2005). Trusteeship as a moral foundation for busi-
ness. Business and Society Review, 110(3), 331-344.

Heald, M. (1957). Management’s responsibility to society: the growth
of an idea. Business History Review, 31(04), 375-384. Winter.

McGuire, J. W. (1963). Business and society. New York:
McGraw-Hill.

McKinsey & Company. (2009). Valuing corporate social responsibil-
ity: McKinsey Global Survey Results. McKinsey Global Survey
Results.

Orlitzky, M., & Benjamin, J. D. (2001). Corporate social perfor-
mance and firm risk: a meta-analytic review. Business and Society,
40(4), 369-397.

Painter-Morland, M. (2013). T. Osburg & R. Schmidpeter (Eds.), The
role of business in society. Berlin: Springer-Verlag.

Porter, M. E., & Kramer, M. R. (2006). Strategy and society: the link
between competitive advantage and corporate social responsi-
bility. Harvard Business Review, 84(12), 78-92.

Porter, M. E., & Kramer, M. R. (2011). Creating shared value. Harvard
Business Review, 89(1), 2.

Porter, M., & Kramer, M. (2002). The competitive advantage of cor-
porate philanthropy. Harvard Business Review, 80(12), 56-68.

Post, J. E. (2015). Forty years on: still searching for the corporation-
society. Zeitschrift fuer Wirtschafts- und Unternehmensethik,
16(2), 136-149.

Preston, L. E. (1975). Corporation and society: the search for a para-
digm. Journal of Economic Literature, 434-453.

Wry, T. E. (2009). Does business and society scholarship matter to
society? Pursuing a normative agenda with critical realism and
neoinstitutional theory. Journal of Business Ethics, 151-171.

Review (2016), doi: 10.1016/j.iimb.2016.02.003

Please cite this article in press as: Jose P.D., Business and society: Creating shared value in conversation with N. R. Narayana Murthy, Founder, Infosys, IMB Management



http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0020
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0020
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0020
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0025
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0025
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0030
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0030
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0035
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0035
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0050
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0050
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0055
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0055
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0065
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0065
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0070
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0070
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0070
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0075
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0075
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0075
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0080
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0080
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0085
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0085
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0085
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0090
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0090
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0095
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0095
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0100
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0100
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0100
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0105
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0105
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0110
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0110
http://refhub.elsevier.com/S0970-3896(16)00006-9/sr0110

