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Communicative rationality and justice, the main objectives of Habermas’ reconstruction of critical social theory, can be defined as the fair distribution of opportunities to speak, the inclusive participation of social actors, the accessibility of topics without restriction, the willingness to not only speak but listen, two-way vibrant interaction, self-transformation via learning from others, and reaching voluntary agreements over common goals and values. The concept of communicative reciprocity is essential here. Those equipped with the norm of reciprocity can better comprehend diversities and complexities, as well as the conflict-ridden aspects of social life, and thus can develop a stronger capacity of nurturing sensitivity to live in harmony with other people. This paper attempts to apply the concept of communicative rationality and reciprocity to the areas of business ethics in order to explore the significance of Corporate Social Responsibility (CSR) and Ecological and Social Governance (ESG) as innovations in corporate governance. In addition, this paper will draw special attention to Stockowner–Employee (SOE) partnership as a new experiment of business ethics in Republic of Korea. By doing so, this paper aims to grasp the attributes of those who are more capable than others of understanding the norms and practices of CSR within an economic enterprise, with the view that reciprocal sympathy can serve as a communicative basis for what we might call responsible capitalist culture. The main arguments this paper makes are: (1) the recent change in the value orientations of shareholders in support for CSR and ESG can be interpreted as an expression of communicative reciprocity and justice; and (2) the transformation of business ethics in the direction of CSR and ESG means that classical liberalism has begun to turn to a “responsible” liberalism. Survey data collected from a Korean company will be analyzed to show how the norm of reciprocity is reflected in the relationship between corporations and society on the one hand and between shareholders and employees on the other.
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1. Introduction: conceptual clarification

Business ethics refers to the moral codes of conduct regulating the relationships among the stakeholders of an economic enterprise including the stockowners, managers, workers, and consumers. It also refers to the relationships between economic enterprises and their surrounding milieu including the neighborhood community, civil society, legal and administrative institutions, and the ecological system in which they are deeply embedded (1, 2). Finally, business ethics involves the cognitive and normative judgments about what is right and wrong, fair, transparent, and responsible.

Corporate governance, as an institutional embodiment of business ethics, refers to the set of rules, practices, and processes by which an economic form is guided and controlled (3, 4). In some cases, business leaders rely on their own ethical and moral judgments which have something to do with their lived experiences and/or religious perspectives (5). In other cases, they are affected by external social pressures stemming from various sources including consumer movements, civil liberties and human rights considerations, and the legislation and administration of environmental protection (6, 7). Since business is part of society, it is natural for an enterprise to upgrade its corporate governance mechanisms by crafting business codes of conduct that correspond with the evolving expectations from society over how businesses should be run (8–11).

Corporate Social Responsibility (CSR) and Ecological and Social Governance (ESG) refer to the specific forms of corporate governance that aim at guiding and regulating the business activities of production and marketing in a manner that is socially responsible and globally acceptable (12). ESG has evolved out of CSR to enhance social responsibility as well as reflexivity (4). To put it simply, an enterprise can become socially responsible by becoming reflexive. By reflexive, we mean becoming aware of the damages, costs, and destructive consequences that it has unavoidably produced, albeit unintentionally, in its surrounding environment, whether a neighborhood community, society as a whole, or the natural environment (13–17). Thus, becoming socially responsible requires an enterprise to stop externalizing such costs and instead internalize them by way of a new business ethics involving CSR and ESG. Such an approach to business ethics is manifest in the new regulations over greenhouse gas emissions, energy consumption, waste management, employment stability, education and training opportunities, human rights protections, contributions to local communities, information protection, stakeholder rights, the establishment of internal audit procedures, ethical management, and transparency.

The evolution of business ethics toward CSR and ESG has never been a smooth and orderly process. Instead, it has involved great deal of conflict, discontent, and resistance (6, 18–22). Nevertheless, accompanying the process has been a hopeful expectation that these new approaches to corporate governance can pay off in the long run, even if they may involve a short-term sacrifice of profit (23–25).



2. Why pursue communicative rationality?

Communicative rationality and justice, as conceptually worked out by the German social theorist Habermas (26–28), is distinguished from purposive-instrumental rationality, which according to Max Weber, has been firmly institutionalized in the capitalist enterprise, above all. From the historical perspective of social development, Weber Max (29) originally treated the action system of purposive-instrumental rationality as part of community-oriented action. But as modernity grew into adulthood, the value spheres that were previously loosely integrated into religious worldviews came to be separated and professionalized [(29): 424, 446], the consequence of which Weber referred to as the modern struggle among independent pluralistic value orientations. When it came to value pluralism, Weber put particular emphasis on the purposive-instrumental rationality that was embedded within capitalist economies, as he put forward in his writings of Economy and Society. This value orientation makes it possible to produce profit in the most efficient way. It is methodologically coherent in the linkage between its ends and means, and it is highly calculative, empirically verifiable, and thus superior to any form of rationality attached to planned economies. In fact, this rationality has become hegemonic, dominating the world. Many of the experts on Weber have confirmed the universal significance of this rationality in capitalist economies (30–32).

A problem emerged, however, because capitalist enterprises became blind of the unintended consequences they produced. Methodologically, purposive-instrumental rationality, though superior in efficiency, has involved short-sighted presumptions because it isolates businesses from society and their surrounding environments as if the business world were separated, independent, and autonomous (33). For liberal capitalism in the classical sense, there was no reason for a business enterprise to be socially responsible other than to maximize profit (34–37). This view can be well illustrated by Milton Friedman’s in a 1970 New York Times Magazine editorial: “there is one and only one social responsibility of business–to use its resources and engage in activities designed to increase its profits.”

In this situation, one case easily observe the tendency of corporations to allocate significant portions of financial resources to increase distributions of corporate cash to shareholders in the form of dividends and thereby drive up stock prices. As a result, they may neglect investing in the productive capabilities of their employees (21, 22). This prioritization of the interests of shareholders and upper-level management has been heavily criticized; for example, by the Financial Stability Board (FSB), which oversees the coordination among the national financial regulators of the G20, has identified “perverse” compensation practices as one of the main drivers of the global financial crisis. The general trend has shifted toward creating shareholder value, rather than shareholder wealth, by implementing practices to improve employee satisfaction, motivation, and work commitment (23, 38). Thus, shareholders are now better positioned than ever before to participate in CSR through the promotion of employee welfare.

More broadly, the market-centered philosophy of business has brought about many unintended consequences that have deteriorated community relationships and ecological-environmental conditions of human life. For this reason, CSR and ESG have become integral components of business ethics. It has become a norm for the NGOs most engaged in promoting consumer protections and human rights, as well as media groups, to call on companies to take part in CSR and ESG while striving to accomplish their business goals (39, 40). Enlightened shareholder activism has continued to grow significantly in support of such a tendency (41–45).

A key question we face in this regard is where we are headed in terms of rationality (46). Purposive-instrumental rationality, though still present and important in many crucial respects, is not enough for grasping the significance of the transformation of business ethics and corporate governance. It is here where we find that the pioneering attempts to bring Habermas’ concept of communicative rationality to business corporate organization of CSR and ESG are suggestive (47–54). Furthermore, we can say that we are passing the age of modernity characterized by a forward-looking, optimistic outlook of science and technology and reaching the threshold of a self-reflexive second modernity (14–17, 55–58).

Yet caution is called for to distinguish between two separate issues. The first issue is empirical: how can we identify those actors who are more capable than others of understanding the norms and practices of CSR and ESG? Habermas is important in this respect since we can assume that communicative reciprocity plays an important role in shaping sensitivity to mutual recognition and co-existence. Reciprocity presupposes that multiple actors with different political and cultural backgrounds interact with one other, often resulting in serious conflict and misrecognition (28). In this context, reciprocity entails certain norms of justice. Those equipped with an enlarged capacity for reciprocal communication can better comprehend diversities and complexities as well as the conflict-ridden aspects of our social life. We need an empirical analysis based on survey research to grasp who they are.

The second issue is normative and philosophical. When we think about how an idea of rationality or justice can be brought into the corporative governance notions of CSR and ESG, we need to not only develop an adequate set of criteria for evaluating the performances of these systems, but also must pursue an action-theoretical approach in order to avoid the pitfalls of meritocracy, that is, rule by experts and professionals. No matter how systematic and penetrative it may be, the philosophy of justice often turns out to be normative only in the sense that it presupposes certain actors, such as policymakers, may implement the suggested ideas of justice in legislation and administration. The theory of justice, then, could serve the interests of bureaucrats, rather than strengthening the power of citizens. Whether intended or not, it can actually reinforce state power as the agent of implementing justice.

In contrast, Habermas’ theory aims to strengthen the role of citizens, breaking away from all conceivable technocratic pathways. According to Habermas, the roots of justice cannot be reduced to the rule of law, nor identified with any system of distribution technically designed, nor traced back to deductive logic. Justice expresses itself in the communicative arena of deliberative democracy where consensus emerges, however fragile and partial it may be (59–62).

To be sure, economic inequality has exacerbated today for many reasons (63). Yet we are also witnessing significant changes that have taken place in the realm of corporate management with respect to CSR and ESG. These changes indicate greater concern with social responsibility and ecological sustainability. This means that business ethics today has become sensitive, much more than before, to restoring the impaired community relationships with employees, society, and the environment (16). The turn to CSR and ESG, then, may signify an important aspect of corporate evolution (3). In this regard, shareholders have wielded significant pressure on corporations to move in this direction through their investment priorities (41–43, 45). We need to ask, then, how we can interpret the reason and motives underlying this change in values in terms of rationality. Doing so calls for a systematic attempt to apply Habermas’ concept of communicative rationality and justice to CSR and ESG.



3. SOE partnership in Republic of Korea

Republic of Korea deserves special attention in this paper because a new experiment we call SOE partnership took place in Republic of Korea. The origin of this partnership can be traced back to June of 2012 when one of the shareholders of SsangYong Materials Corporation, located in the southeastern city of Daegu, decided to return part of the gains from his investment in this company by contributing 100,000 shares in the company (worth around $300,000 USD) to the welfare of the employees (Asian Economy News, March 14, 2012), and transferring another 100,000 shares to all 283 employees of the company, with each employee receiving 353 shares. The shareholder stated that it was his way of acknowledging that his gains were in part due to the hard work of the employees. The shareholder’s decision could be interpreted as a new experiment to form a partnership with the employees. Since this kind of partnership had no historical precedent, no theoretical concept nor empirical study of it was available. Nevertheless, and perhaps because of this lacuna, the decision attracted large-scale media attention.

As a matter of fact, shareholders and employees tend to stand at the opposite ends of a spectrum. Shareholders are omnipresent entities who generally do not directly participate in the day-to-day operations of the corporation and have the right to a certain portion of the company’s profit in proportion to their investment. Employees, on the other hand, are the salaried people employed by the company to perform the actual work. The general assumption is that shareholders are entirely profit-driven and seek only to increase the value of their shares. As such, they are presumed to frown upon activities that may be in the interests of the employees (such as welfare programs, more generous compensation packages, etc.) out of fear that such behaviors might adversely affect their dividends. Managers, a subset of employees who carry out decision-making tasks and play leadership roles, serve as the agents of shareholders. Traditionally, managers have served as the middlemen who balance the interests of different stakeholders.

Though there have been many studies regarding the “agency problem” in the context of aligning the interests of shareholders with interests of executive management (i.e., the owners and the agents), few have focused on the actual relationship between shareholders and employees. This may be due to the inherent clash in interests between the two, or due to the fact that these two groups rarely need to interact with one another. In reality, employees do not have a clear idea of whom they “truly” work for, since shareholders are not typically visible to them. For this reason, it has been difficult to stipulate a shareholder–employee relationship because neither party has a substantial role in the organization. Shareholders invest their money to get returns on that investment, and employees invest their labor to receive wages. Assuming that the profit of a company is the “pie,” giving higher wages to the employees would mean giving them more slices of the pie and thus leaving less for the shareholders. The opposite also holds true; more of the pie for the shareholders leaves less for the employees. Managers decide how to divide this pie in a way that keeps everyone happy, but because shareholders are the ones who provided the funding to create the pie in the first place, they are often prioritized while the employees who are actually involved in the pie-making process may be neglected.

However, Yan and Wang (38) found that “an increase in shareholder interest appears to decline corporate performance.” Their study of 5 years of financial data from 90 Chinese companies indicated that “improved consistency of shareholder investment and workplace policies that benefit employees brought about performance improvement.” This suggests that in the long run, coordinating the benefit distribution between shareholders and employees will positively impact corporate performance.

Another argument runs as follows: When employees are recognized and valued by the very people who actually own the corporation, such recognition empowers the employees because they feel “important enough” to receive attention from such important individuals. Because it is difficult for employees to associate corporations with their personal values, having a clear picture of the people that they work for can motivate employees, especially if they know that those people are socially respectable due to their commitment to environmental and social causes.

In addition, shareholder–employee relationships help promote CSR because corporations must consider the interests of all the relevant stakeholders (64). The ISO 26000, which serves as a general set of guidelines for social responsibility, encourages businesses to improve the impact they have on their workers. When employees are personally and meaningfully involved in the organization beyond just doing their assigned tasks, their motivation and production increases (65). Long-term employment relationships instill job security, and efforts to build and maintain group cohesiveness are among the crucial factors of successful employee participation programs (66). When all these factors work together, a shareholder–employee relationship can strengthen the cohesion of various stakeholders in the company and thus lead to long-term financial and non-financial benefits.

There is good reason, therefore, to explore the possibility of the SOE partnership model which started from Republic of Korea and is premised upon the recognition that shareholders’ gains are not simply due to his or her wise investment decisions, but rather, from the hard work and effort of employees. Of course, shareholders can use the profits from their investments for philanthropic activities to further social good, and there is no doubt that this brings benefits to society. What emerges from this practice is the concept of noblesse oblige (which means “nobility obliges” in French), which refers to persons of such noble status fulfilling social responsibilities and playing leadership roles.

However, the SOE partnership pursues specific rational expectations and synergy within the corporation itself. The network of producing such synergy may start with a shareholder’s decision to give back a portion of his or her investment gains to the employees, which can stimulate the latter’s motivation for their work and in turn increase their productivity and ultimately the value of the stock. In this way, SOE partnerships can effectively serve the interests of shareholders within the framework of CSR.2



4. A new look at the roles of shareholders and employees

There appear to be striking similarities between the notion of SOE partnership and Edmans’ finding (2011) that “firms with high levels of employee satisfaction generate superior long-horizon returns, even when controlling for industries, factor risk, or a broad set of observable characteristics.” Edmans also found that “employee satisfaction is positively correlated with shareholder returns.” Therefore, on the surface level at least, there are incentives for every party involved: (1) shareholders who gain the dual advantage of socially responsible investment and increased shareholder value; (2) employees who work harder and therefore become more productive because they are happier overall and feel more fulfillment toward their jobs; (3) corporations who can sustain their competitive advantage and customer loyalty by building a public reputation as an ethical company whose investors care about the well-being of employees, and (4) society overall because these factors contribute to the development of better workplace conditions and a more conducive labor environment for the marketplace. This synergy explains why despite Friedman’s declaration mentioned above, CSR has become an integral part of business. It has become the norm for most consumers to demand that companies take part in CSR while striving toward their business goals (67).

Since the 1960s, a substantial number of shareholders have begun to branch out of their traditional roles as profit-seeking partial owners of companies and have become involved in social and ethical aspects of the businesses that they invest in (4, 6, 10, 40). Shareholders now hold the power to influence CSR and may even pressure companies to become socially responsible. A skeptical view also exists, for example, in the frequent occurring of “greenwashing” (68). Confronting with ethical consumerism, Barnea and Rubin (69) argued that shareholders who are directly affiliated with corporations may even overinvest in CSR to seek private gain by improving their reputations. On the other hand, an optimistic view states that capitalism has now evolved to encompass moral aspects (9, 43). In particular, Dunning (41) proposed the concept of “responsible global capitalism,” arguing that knowledge and experience from the past have made it possible to overcome the “moral challenges” of global capitalism and improve it through the implementation of ethical standards. Also, the concept of humanistic capitalism, which fuses humanism with the principles of a market-based economy, supports the idea that investors may accept lower financial returns in exchange for an elevation of the social good.

Shareholders today are quite distinctive in that they go the extra mile to become more invested in corporations beyond their mere financial interests. Consequently, there are two main roles for shareholders: the economic role and the social role. In line with this perspective, Glac (42) identified two ways in which shareholders pursue their social roles: an active approach, namely shareholder activism, and a passive approach, socially responsible investment (SRI). Shareholder activism has a long history of legal precedents which demonstrate that shareholders may engage corporations to advance social goals, even if the reasons behind such actions may differ (6, 44). There are many cases that showcase how shareholders are no longer content with superior corporate performance if it comes at the expense of questionable ethical standards. A good case in point is the ousting of Mark Hurd, the former CEO of the computer giant Hewlett-Packard (HP). Though he initially saved HP from financial doom, Hurd did so through aggressive cost-cutting measures which included massive layoffs, pay cuts, and the removal of many benefits. The company’s corporate culture, the “HP Way,” took a backseat to meeting short-term financial goals, and this volatile environment paved the way for HP’s board of directors to fire Hurd after a sexual assault allegation. Even though Hurd managed to achieve a magnificent turnaround for HP and caused the company’s shares to soar, the company’s shareholders and board of directors were unhappy with his unethical behavior.

An interesting finding in this regard is that firms with higher rates of investment in CSR had less risky stock prices during economic downturns, since customer loyalty helped mitigate stock price instability (70). Thus, corporations with well-established CSR practices can be more attractive to investors. SRI has also been identified as having a positive impact on returns. The conventional assumption was that SRI forces investors to choose between high returns and social responsibility, and thus choosing the latter can jeopardize investment returns. This assertion was backed up by several studies, but later research dispelled this notion and showed that SRI can actually elevate returns. One study by Edmans (71) conclusively demonstrated that SRI does indeed have a positive impact on returns over the long run. His study was prolific because it proved that these findings are consistent even over a long-term period of 26 years.3

There are similar tendencies of transformation in the attitudes of employees. In a 2012 survey conducted by the non-profit organization Net Impact, a majority of respondents said that a job’s ability to have a positive social impact is “very important or essential to my happiness,” and even a pay-cut would be acceptable in order to work “for a company committed to CSR.” A majority of respondents likewise preferred “a job that positively affects society or the environment” and to work for “an organization with values like my own.” From an organizational behavioral perspective, these behaviors correlate closely with employees’ identification of their membership in the workplace. By associating themselves with ethical and socially responsible companies, employees feel a sense of pride, which gives them a deeper sense of fulfillment in their work and therefore greater job satisfaction (25). In this context, CSR positively impacts employees because it provides them with “(1) a sense of security and safety that their material needs will be met; (2) self-esteem that stems from a positive social identity; (3) feelings of belongingness and social validation of important values; and (4) existential meaning and a deeper sense of purpose at work” (23).

Like shareholders, employees can become more invested in the non-financial aspects of companies, so socially responsible corporations are more attractive to potential employees. CSR encourages organizational citizenship behavior, wherein employees voluntarily engage in actions that go beyond their job descriptions (11), thereby bettering employee performance in the aggregate and ultimately, corporate performance (12, 40, 71). Therefore, corporations that want to motivate employees can leverage CSR to their benefit.

The business ethics of CSR includes “those corporate actions that are in response to society’s expectation that businesses be good corporate citizens” through the upholding of their philanthropic responsibilities (3). Though CSR is often associated with environmental awareness and philanthropy, ethical labor practices are important because they demonstrate the corporation’s willingness to not only comply with legal regulations but also care about the employees. Holme and Watts (72) defined CSR as “the continuing commitment by business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well the local community and society at large.” In fact, it amounts to rebuilding a community relationship between the company and its employees and between the company and its external environments like society and ecological conditions of human life. In a nationwide survey carried out by the National Consumers League in 2007, it was found that when Americans were asked to define CSR, the most commonly given answer was commitment to employees (73).

It is important to note that certain conditions must be met in order for the SOE model to come into fruition. The SOE model hinges on the positive outlook of stockowners and employees with respect to their relationship with each other. In other words, they must see each other as potential partners. Along with Habermas’ concept of communicative reciprocity, we hypothesize that those who share the norm of reciprocity and develop a sense of partnership or solidarity may be more sensitive to the ideas of CSR and ESG while supporting the dual reciprocal relationships between the corporation and society, as well as the relationships between the shareholders and society. In order to empirically assess the impact of the norm of reciprocity on these dual relationships, we conducted a survey in Republic of Korea in 2012 and 2014. This survey aimed to analyze whether the SOE partnership is possible, and, if so, what effects it might have on the evaluation of CSR (74, 75).



5. Data, method, and findings

In this paper, we will use the data collected from 280 employees of the Korean company SsangYong Materials Corporation in June of 2012. This company was chosen as a potential case of SOE partnership because, as explained above, one of its shareholders gave quite a large portion of his investment gains to the employees as a way to acknowledge that his returns owed much to the hard work of the employees. Thereafter, it was reported that the productivity of the workers of the company had increased (Joongang Daily Newspaper, October 15, 2012). With such conditions in place, this company was deemed as the most conducive subject for a study on the dynamic roles of shareholders that extend beyond the conventional sense.

Included in the questionnaire were various items such as the perceived fairness of business administration, job satisfaction, salient items of CSR, attitude toward the shareholders, and noblesse oblige, among others. The socio-demographic characteristics of the respondents are shown in Table 1.


TABLE 1. Socio-demographic characteristics of respondents.
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As Table 1 indicates, the proportion of female workers is remarkably low and the proportion of workers in their twenties and workers over the age of 60 is also low, especially when compared to the demographic figures from Republic of Korea national survey data. Therefore, it is difficult to generalize the results of this survey as representing the entire Korean nation. Rather, this study should be understood as representing the consciousness of employees in a small business with a high proportion of male workers.

The key task of this survey research was to test the possibility of SOE partnerships and the stockowner–corporation (SOC) partnerships. The latter is distinct from SOE partnerships. Our strategy was to divide shareholders’ roles into economic and social roles. The economic role is mainly focused on providing capital to the company through the buying and selling of stocks, as well as listening to and monitoring the corporation’s business administration. Therefore, this role is tied to the relationship between shareholders and the corporation. The social role, however, goes beyond economic concerns and represents the shareholders’ interests in the relationship between shareholders and employees.

The initial question was how the employees see the social role of the shareholders. Can they be engaged in a partnership and have solidarity? To answer this question, we differentiated the possibility of a partnership into three dimensions. The first was whether the employees had experience with investing in stocks because we assumed that this would allow for mutual understanding and sympathy to exist as a condition for partnership between the two parties. The second dimension was how the employees perceived the social responsibility of the shareholders. If employees view shareholders as socially responsible, then there is a higher chance for partnership. The third was concerned with the relationship between changes in stock prices and the interests of employees. When the employees are aware that they themselves can benefit from rising stock prices, then it will be easier to achieve an SOE partnership.

More specifically, the three dimensions were measured by answers to the following statements, to which respondents were given options of “yes” or “no”: (1) “I have experience investing in stocks”; (2) “I am presently investing in stocks”; and (3) “I am a holder of employee stock associated with my company.” Utilizing a scale from 0 to 3, we assigned 1 point to every “yes” answer, and converted the sum into scores on a 100-point scale. The average score was 52.9 points, and we found that among the 280 employees, 162 people (57.9%) had scores of 51 points and above and were therefore deemed to be sympathetic for SOE partnership based on their experiences investing in stocks.

The second condition was operationalized by asking the employees to rate the following statements related to the role of the company’s shareholders on a scale from 0 to 5: (1) “They are practicing the spirit of sharing”; (2) “They are contributing to social development”; and (3) “They understand the situation of the employees.” We added up the points of all these answers and converted them into scores on a 100-point scale. The average score was 38.1, and we found that 42 people (15.0%) had scores of 51 points and above, and were therefore suitable for SOE partnership.

Lastly, one statement measured the third condition: “Employees benefit if the stock price rises.” We found out that the average score was 45.8 points, and 80 people (28.6%) had scores of 51 points and above.

Using these three conditions, we classified four outlooks of the employees concerning the possibility of SOE partnership, as can be seen in Table 2. The distribution of the four outlooks is as follows:


TABLE 2. Employees’ attitudes toward the role of the shareholders [unit :% (frequency)].
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(1)Pessimistic: the group that were not satisfied with any of the three conditions of SOE partnership (25.4%).

(2)Relatively pessimistic: the group that had satisfied with only one of the three conditions (51.4%).

(3)Relatively optimistic: the group that satisfied two of the three conditions (19.6%).

(4)Optimistic: the group that satisfied all three conditions (3.6%).



Taken together, the results indicate that only 23.2% of the employees were found to consider the SOE partnership as somewhat possible or possible. The remaining 76.8% considered the SOE partnership rather impossible.

On the contrary, the possibility of the stockowner–corporation (SOC) partnership, which is based on the economic role of the shareholders, turned out to be very high. The first condition was measured by asking respondents the same questions applied to SOE partnership. But the second and third conditions were measured by a different set of questions. The second condition, regarding the actions of the shareholders, was measured by answers to the following statements: (1) “The shareholders, as sound investors, expand the value of the corporation”; and (2) “The shareholders perform the role of monitoring the business administration of the corporation.” We found that 176 people (62.9%) scored 51 points or more and were therefore sympathetic to the possibility of SOC partnership. Concerning the third condition, i.e., the relationship between a rise in stock price and corporate profits, we offered the following two statements: (1) “If the stock price rises, the business administration of the corporation will get better”; and (2) “If the stock price rises, the image of the corporation will be enhanced” When the scores were converted to the 100-point scale, 196 people (70%) turned out to be sympathetic to SOC partnership.

With all three conditions considered together, the proportion of the employees who considered SOC partnership as “possible” was 33.6% (94 people), and that of those who thought SOC was “somewhat possible” was 46.8% (131 people) of the total sample. Thus, in contrast to SOE partnership, SOC partnership was perceived positively by 80.4% of the employees.

When we cross-analyze the two sets of data, we find three plausible attitudes of the employees toward the role of shareholders: (1) an optimistic attitude that both SOE and SOC partnership are possible (22.5%); (2) a negative attitude toward SOE partnership but a positive attitude toward SOC partnership (57.9%); and (3) a pessimistic attitude that neither SOE nor SOC partnership is possible (18.9%). These findings are presented in Table 2.



6. SOE partnership and its influence on CSR

Topics on CSR have been actively discussed in Anglo-American and West European studies since the 1980s. We can also confirm the high frequency of such debates in East Asian countries including Japan, Republic of Korea, and even China (38, 76). However, there has yet to be an internationally established universal standard for CSR. The meaning of “social” in “social responsibility” is debatable. Its focus depends on the history of business ethics, the cultures of various economies, and the characteristics of different institutional arrangements. Therefore, discussions of CSR may vary depending on how corporations set their agendas, how social responsibility is socially shaped, and who the responsibility is addressed to, among other variables.

We considered the meaning of corporate social responsibility within the context of its development in Korean and selected 15 items that could indicate it. We asked the employees how important they thought each item was, and to what extent it was realized in the corporation they worked for. As a result, we found that there was a consistent discrepancy between two groups, that is, the “SOE-positive” group, and the “SOE-negative” group, in the evaluation of the CSR performance of one particular corporation (see Table 3).


TABLE 3. Evaluation of the corporation’s CSR performance by two groups of SOE partnership (unit: maximum 100 point).

[image: Table 3]

Table 3 clearly demonstrates that those who are sympathetic to the possibility of SOE partnership are consistently and significantly more capable of understanding the norms and practices of CSR. However, the SOC partnership is not correlated with the employees’ evaluation of CSR.



7. The inter-convertibility of sensitivities to SOE and CSR

Based on the data analysis shown above, we propose that there is inter-convertibility at the level of the employee’s attitude between the Shareholders’ social responsibility and corporate social responsibility. The SOE partnership involves a high level of communicative reciprocity between shareholders and employees. Just as corporations are evolving from concentrating on profit-making to realizing CSR, shareholders are also evolving from concentrating on investment gains to having interests in social responsibility. In more detail, we suggest the following:


(1)Shareholders who make efforts to express their social interests are striving to realize CSR.

(2)Those who have higher reciprocal sensitivity tend to think more positively of the SOE partnership than those who do not.

(3)In addition, those who have higher reciprocal sensitivity to the SOE partnership show greater awareness of the relation between corporations and society than those who do not. The latter includes a corporation’s ethics in dealing with ecological and environment issues, its coexistence with the society at large, and its relationship between labor and management.

(4)The SOE partnership and the SOC reciprocity are inter-convertible and thus mutually provide stimuli to each other.

(5)A synergy effect encourages pride in the workplace. It also forms a responsible capitalist culture.



Figure 1 is predicated upon Habermas’ conceptual scheme of communicative reciprocity at two dimensions in the cooperation. Empirically formulated, those groups who have high reciprocal sensitivity tend to accept the SOE partnership, as well as the corporation–society reciprocity, by strongly evaluating the corporation’s CSR performance.


[image: image]

FIGURE 1. Conceptual framework.


This leads us to the next questions: Who are the group of 23.2% that exhibit high “reciprocal sensitivity?” What are their socio-demographic characteristics, and what kinds of inclinations do they have?

Reciprocal sensitivity was found to be closely related to the age groups in the corporation, as can be confirmed in Figure 2. Strong sensitivity was relatively high in the forties and the fifties and over age groups, and weak sensitivity was relatively high among the twenties and the thirties age groups. The oldest age group showed greater reciprocity than the two youngest ones. However, there was a balance of high reciprocity and low reciprocity among those in their forties.
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FIGURE 2. Reciprocal sensitivity by age groups (unit:%).


One of the most important findings of our study was that reciprocal sensitivity was closely related to the communicative interactions among the members of the company. Those who said that they have good communication with the CEO, their superiors, and their colleagues consistently showed strong reciprocal sensitivity (Figure 3). In other words, those who got along with everyone well, rather than feeling alienated or excluded, responded more positively to the SOE partnership as well as the corporation–society relationship. Good communication with others means understanding others well, and such understanding is the basis of reciprocal sensitivity.
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FIGURE 3. Reciprocal sensitivity and communication (max. 100).


Reciprocal sensitivity also turned out to be closely related to trust. Those with strong reciprocal sensitivity tended to trust others more than those with weak sensitivity. This supports Habermas’ thesis that justice resides in the communicative process of mutual understanding and consensus. As Figure 4 shows, communicative rationality requires reciprocity, which is possible only when trust is formed among the multiple subjects of a given community.
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FIGURE 4. Reciprocal sensitivity and trust (unit: %).


These findings suggest that the function of reciprocal sensitivity was not accidental. However, we cannot yet say that reciprocal sensitivity is widespread, since only 23.2% of the employees belonged to this category. Nevertheless, reciprocal sensitivity is important since it can make an important contribution to social inclusion and justice.

If we look more closely, we can see that the impact of reciprocal sensitivity on the evaluation of CSR is more remarkable for the “social” items than the typical “economic” ones. This does not mean that the items such as making corporate profits, increasing shareholder gains, high wages of employees, welfare benefits, and so on were not important. Those who showed strong reciprocal sensitivity consistently evaluated the economic issues of CSR performance about 10% higher than those who had weak sensitivity. However, when it came to the social issues of the CSR performance such as job creation, reinvestment in the community, a win-win relationship with subcontractors, transparent management, guaranteeing trade union activities, prohibitions on discrimination, grievance settlements, and training human capital, the gap widened with a difference of 15 to 20% (Figure 5).
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FIGURE 5. The influence of reciprocal sensitivity on the performance of CSR (max. 100).




8. Conclusion

This paper has attempted to apply Habermas’ concepts of communicative rationality and reciprocity to the domain of business ethics for two purposes. The first is to explore the significance of the evolution of such corporate governance as CSR and ESG from the perspective of historical transformation toward second modernity. Business ethics today is deeply committed to the reconstruction of a community relationship or partnership between the corporation and its surrounding environments. It considers larger social and ecological concerns, on the one hand, and interactions between the corporation and its internal constituencies like the employees, on the other. In this regard, the modern type of purposive-instrumental rationality inscribed in capitalist enterprises no longer serves as the most reliable and trustful framework of business activities. Instead, more and more attention has been paid to the role of communicative reciprocity and rationality as exemplified by CSR and ESG as global regimes that regulate business activities.

The second is to provide an action-theoretical and empirical accounts of the role of those citizens who are deeply involved in this transformation. For this, we have paid special attention to shareholder’s activism, particularly those enlightened shareholders who have demanded and supported corporate governance innovations, which may also signify an important aspect of second-modern transformation with respect to the purposive-instrumental capitalist enterprises. Based on a thorough literature review, we have conducted a case study in support of this transformation, focusing on the Korean experiment of SOE partnership and investigated the impacts of this partnership on the evaluation of CSR and the realization of communicative reciprocity as well. Generally speaking, though linking Habermas to empirical research is only in its initial stage (51, 52, 54, 77–80), there seems to be good reason to take his conceptual frameworks of communicative rationality, reciprocity, justice, as well as discourse ethics to promote further researches on CSR and ESG with respect to business ethics (49, 50, 81).

Some of the main findings of our empirical survey research can be summarized as follows:


(1)The possibility of the SOE partnership, as an instance of communicative reciprocity and rationality, was found for only 23.2% of the employees of the corporation under study.

(2)In contrast, the possibility of the SOC partnership, which is quite normal in capitalist enterprise, was found for 80.4% of the employees of the corporation under study.

(3)The SOE partnership was conditioned upon and shaped by the norm of reciprocity in communication. Those who exhibited strong reciprocal sensitivity joined the SOE partnership.

(4)Strong reciprocal sensitivity was found among those in fifties and above age group, while weak reciprocal sensitivity was found among those in the twenties and thirties age groups.

(5)Reciprocal sensitivity grows as it is supported by trust and mutual recognition among the parties involved in communication.




Footnotes

1
 This article combines two previous presentations by its co-authors. The first, Communicative Reciprocity and Responsible Liberalism: From Corporate Social Responsibility to Stockowner-Employee Partnership, was delivered at the 18th ESHET conference held in Lausanne, Switzerland from May 29 to 31, 2014. The second, Risk Society and Ecological and Social Governance: Can Economic Enterprise become a Subject for Second-Modern Transformation?, was delivered at the 2022 Tomato ESG forum held at the Press Center of Seoul, Republic of Korea on December 21, 2022. The main results and analysis of the survey data were partly published in Vol. 6 of the Japanese journal Regional Economy and Management run by Hokkaido University in 2017. This paper attempts to reconstruct the arguments previously made in order to bring the theoretical work and empirical study closer together.

2
The SOE partnership is different from conventional models for improving employee engagement such as employee stock ownership plans (ESOP), stock options, and other similar plans that extend ownership to employees. These models cannot promote CSR as effectively as SOE partnerships can.

3
It should be noted that market forces such as competition, demand, infrastructure, and finite resources make it rather difficult to serve the interests of stakeholders consistently. For example, when a company is in trouble, it may respond by turning to cost-saving measures such as massive layoffs and restructuring or outsourcing. While this may keep share prices afloat (and therefore not scare off shareholders), employees suffer the full force of the consequences, and this results in mistrust and low motivation. The implication is that a shareholder–employee partnerships are only feasible under a very specific set of conditions.
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