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Abstract

Corporate Social Responsibility (CSR) is becoming a new requirement for a successful business in
the 21st century. This trend continues to be strengthened throughout the industry and the con-
struction industry cannot be exceptional. Extensive literature reviews on CSR in the construction
industry have been conducted to find out the current status. Ten leading construction companies
in the global construction market have been selected and their CSR reports have been analysed in
five broad areas—“Leadership, visions and values”, “Workforce activities”, “Stakeholder engage-
ment”, “Community activities”, and “Environmental activities”. Five-Malaysian construction com-
panies have been selected, each representing a different range of turnovers to reflect the industry
wide perspective. Comparisons have been made between global companies and Malaysian compa-
nies, resulting in large gaps between these two groups. Qualitative interviews have been con-
ducted with the executives of the Malaysian companies to identify the causes of the gaps. The in-
terview questions included CSR reporting, funding, Key Performance Indicators (KPI), challenges
of CSR implementation, roles of government, CSR initiatives, future CSR activities, etc. CSR com-
mitments of global construction companies have been identified and the current status of CSR of
Malaysian companies has been grasped. The comparison shows that Malaysian companies lag be-
hind global companies in almost all aspects of CSR. The obstacles have been found out to be stu-
died in future—financial constraints, management attitudes, roles of government, and the trend of
CSR in the industry.
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1. Introduction

“Sustainable development” is an idea of ensuring a better quality of life which aims to protect the environment,
enhance social progress and sensible use of natural resources and maintain a positive stable economic growth. In
the construction industry, a new paradigm called “sustainable construction” is becoming prevalent to reflect the
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application of sustainable development to construction [1] [2]. The foundation of sustainable construction is
based on economic, social and environmental concerns of construction projects [3]. Construction companies are
aware that they can practice sustainable construction by managing their operations in such a way as to enhance
economic growth and increase competitiveness while at the same time protecting the environment and staying
committed to social responsibilities [4]. At present, sustainable construction techniques are more focused on en-
vironmental concerns than economic and social concerns, which can be identified from two leading organiza-
tions of sustainable construction in UK—Building Research Establishment and Institute of Civil Engineers, and
the leading organization in USA-US Green Building Council [5]-[7]. Typically, the evaluation of sustainable
construction includes not only design and construction but also operation & maintenance phases of construction
projects [8] [9]. The main causes of this environmental approach are laws and regulations related to construction
projects such as Environmental Impact Assessment (EIA) and Environmental Management System (EMS) [10]
[11]. Similarly, Corporate Social Responsibility (CSR) is concerned on economic, social and environmental as-
pects. In the construction industry, CSR and sustainable construction overlap in many aspects and sometimes
they are used interchangeably. In terms of good CSR practices, companies are expected to “do more” than what
is legally required. This leads to corporations being more innovative and forthcoming in their CSR programmes
and capabilities. In other words, companies should be held responsible for the effects of their actions. The con-
struction industry plays an important role in shaping human settlements and dictating lifestyles; hence, the
process of identifying social aspects and how these are affected need to be streamlined for easier implementation.
In addition, CSR is becoming a new requirement for a successful business in the 21st century. This trend con-
tinues to be strengthened throughout the industry and the construction industry cannot be exceptional. Therefore,
to investigate the roles of CSR in the construction industry will also help broaden and deepen the new paradigm
“sustainable construction”. It seems that CSR activities in Malaysia are not active enough to reflect the global
advancement of corporate citizenship, compared with those in developed countries. In addition, the current ad-
dress of CSR in the Malaysia construction industry can be hardly better than those of the industry average in
Malaysia, considering the features of construction. The construction industry is unique and different from man-
ufacturing or factory based industries. In manufacturing or factory based industries, mass production methods
are common practice and stakeholders are related to business. However, in the construction industry, most
projects tend to be one-off and the stakeholders are related to the project. The major stakeholders in construction
are the participants of the project, clients, designers (architects/engineers), contractors (sub-contractors) and
suppliers. The construction industry is typically project—based and short-term oriented, compared to other indus-
tries. Therefore it is worth conducting a research on CSR in the Malaysia construction industry.

The objectives of the research is to investigate the state-of-the-art CSR activities of global construction cor-
porations in the 21st century and compare them with CSR activities of Malaysian construction corporations, and
to suggest future areas of research pertaining to CSR in the construction industry.

2. Research Methodology

Both quantitative and qualitative approaches were adopted in this research. In the quantitative approach, data were
gathered by visiting United Nations Global Compact (UNGC) website or company websites. In qualitative ap-
proach, interviews were conducted with top executives of Malaysian construction companies to find out the causes
and/or shortfalls they face under the current CSR practice. Through the quantitative approach the trends of CSR ac-
tivities of global construction companies are induced and generalized. The causes of the gaps between global con-
struction companies and Malaysia companies in respect of CSR activities are deduced and identified through the
qualitative approach. The concept of induction and deduction are applied to provide clear directions of the research
methods. For the survey and collection of data a two-way communication approach was applied. This enabled
the gathering of data via probing and semi-structured interviews and personal observations. Both open and close
ended questions were asked to get a broad scope of the extent of understanding of CSR and its applications.

3. CSR Activities of Global Construction Corporations

There is a range of CSR initiatives in the construction industry that advocate or aspire to higher standards.
Keeping these in mind and in order to consider the construction industry’s engagement of CSR in a more granu-
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lar way, an analysis of ten corporations was conducted. The method of selection was to utilize publicly available
material via their Communication on Progress (COP) reports from the United Nation’s Global Compact (UNGC)
website or the corporations’ websites, with a consideration of geographical allocation. The publication of their
CSR activities is seen as an expression of the respective company’s commitment towards public discourse and
interest regarding CSR. The following global construction corporations were selected:

1) ARUP of United Kingdom;

2) BECHTEL of United States of America;

3) HALCROW of United Kingdom;

4) LARSEN & TOUBRO of India;

5) MURRAY & ROBERTS of South Africa;

6) ORASCOM CONSTRUCTION INDUSTRIES of Egypt;

7) SCOTT WILSON of United Kingdom;

8) SKANSKA of Sweden,;

9) SNC LAVALIN of Canada;

10)TAISEI CONSTRUCTION CORPORATION of Japan.

The analysis criteria have been built upon by combining clauses from the United Nation’s Global Compact
(UNGC) Communication on Progress (COP) and the Global Reporting Initiative (GRI) reporting framework.
The UNGC advises and helps collaborations between UN agencies, labour, civil society and governments to
practise ten universal principles in the areas of human rights, labour, environment and anti-corruption. The
framework prescribed by GRI can be used for a wide range of organizations regardless of size, location, or the
geographic region of origin or operation. GRI is composed of economic, environmental and social aspects, sub-
dividing the economic aspect into labour practices, human rights, society and product responsibility. The areas
of analysis are hence based on the original criteria given by these two internationally recognized reporting
guidelines. The summarised analysis of the ten organizations has been recorded in Table 1.

It can be noted that all of the analysed criteria are found to be affirmative. The analysis shows that these
companies are well aware of CSR and are involved in the related activities. It can also be seen that CSR activi-
ties have impacts on the way they conduct business and manage their workplaces. However in some cases there
was not sufficient information on their respective websites, or even in the annual CSR reports, hence the out-
come is recorded as “uncertain”. A UK construction company, Arup, provides much detailed information on
their CSR activities, such as strategies and plans which indicates that CSR is an internalized part of the compa-
ny’s corporate culture. Another notable UK construction company, Halcrow, shows significant details about
their CSR commitments to combat the shortage and scarcity of safe drinking water in developing countries. The
case study indicates that these companies are at different stages of CSR development and can be regarding as
being in the phase of a good corporate citizenship. All the websites and reports provide indications that the
companies have set certain benchmarks and definitive goals to be achieved in order to incorporate CSR initia-
tives and values. From the published reports and web sites, the following CSR indications can be gauged:

e (Collaboration with suppliers, clients and markets about the social and environmental sustainability of prod-
ucts, projects and activities.

e Supporting the community through their development activities.

e Establishing grant giving programmes or welfare foundations.

e Employee volunteerism, charity runs, fund raising.

Most companies have been involved with disaster reliefs and management in regions of either natural calami-
ties or countries ravaged by war. Although this was a drain on the company’s resources and skills expertise, the
services were rendered willingly and in the best spirit of philanthropy. These acts of either resource or skilled
manpower donations, in the long run prove to be learning experiences as well as skill sharing and developing
exercises. In some cases such as Orascom Construction Industries (OCI), philanthropic activities have led to
growth in demand in a war ravaged country, Afghanistan, starting to rebuild the country.

4. The Survey Undertaken: CSR in Malaysian Construction Corporations

The Malaysian government, for the past few years, has been active towards issuing initiatives for setting out
guidelines and laws relevant for the furtherance of CSR such as tax incentives. In the interest of greater produc-
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Table 1. CSR commitments of global construction corporations.

No. Leadership, Visions and Values Workforce Activities Environmental Activities
Visions and Policies and Ethical Employ e Employability and Diversity and Resource and Pollution and
Values Procedures  Leadership Commumcathn Skills Development  Equality Energy Use Waste
and Representation Management
1 Yes Yes Yes Yes Yes Yes Yes Yes
2 Yes Yes Yes Yes Yes Yes Yes Yes
3 Yes Yes Yes Yes Yes Yes Yes
4 Yes Yes Yes Yes Yes Yes Yes Yes
5 Yes Yes Yes Yes Yes Yes Yes Yes
6 Yes Yes Yes Yes Yes Uncertain Yes Yes
7 Yes Yes Yes Yes Yes Yes Yes Yes
8 Yes Yes Yes Yes Yes Yes Yes Yes
9 Yes Yes Yes Yes Yes Uncertain Yes Yes
10 Yes Yes Yes Yes Yes Uncertain Yes Yes
No. Stakeholder Engagement Community Activities
Note of Key Stakeholder Managing and Transparent Financial Volunteer .
Stakeholders Consultation Notifying Reporting Donations ~ Employee Time Charity Runs
Stakeholder Concerns
1 Yes Yes Yes Yes Yes Yes Yes
2 Yes Yes Yes Yes Yes Yes Yes
3 Yes Yes Yes Yes Yes Yes Yes
4 Yes Yes Yes Yes Yes Yes Yes
5 Yes Yes Yes Yes Yes Yes Yes
6 Yes Yes Yes Yes Yes Uncertain Yes
7 Yes Yes Yes Yes Yes Yes Yes
8 Yes Yes Uncertain Yes Yes Yes Yes
9 Yes Yes Yes Yes Yes Yes Yes
10 Yes Uncertain Yes Uncertain Yes Yes Yes

tivity, the government along with its market regulators has called for greater corporate responsibility pro-
grammes to be introduced in the industries. Public listed and state owned companies are encouraged to give
more resources towards building a CSR culture, in the best interests of better profitability, brand security and
productivity in the global market as well as the domestic market. However it seems that the outcomes of these
efforts have not been clearly revealed yet. The situation is not much different, especially for the Malaysian con-
struction industry. To identify the extent of the awareness and practice of CSR in the Malaysian construction
industry, a survey incorporated with interviews was conducted. Executives from five different companies were
interviewed each representing a different annual turnover, to get an industry wide perspective.

5. Findings of the Survey
5.1. Findings of the Survey on Malaysian Construction Companies

To reflect the true address of CSR in the Malaysian construction industry, the five Malaysian companies with
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different ranges of annual turnover were surveyed, ranging from RM 5 million for the small specialist firm to
more than RM 50 million for the largest company. The latter company has also undertaken major operations
overseas in the South East Asian region and the Middle East. CSR reporting is not adopted by the companies
except the public listed company, as private companies are not obliged to do so under legal requirements in Ma-
laysia. Therefore direct comparisons between global companies and Malaysian companies were not possible in
this research. Indirect comparison have been made and discussed in detail. The primary findings of the survey
are explained below. Table 2 shows the summary of the finding s of the survey.

Table 2. Summary of the findings of the survey.

Company A Company B Company C Company D Company E

Company Profile
Geotechnical

. . Construction Traffic Engineering Construction Construction, Project Management
Engineering
Malaysia, Singapore Malaysia Malaysia Malaysia Malaysia, S.E. Asia, Middle east
Annual Turnaround
Less than RM3 ™ g 5 - 10 million RM 10-50 million ~ RM 10 - 50 million More than RM 50 million
Project Sectors
Private sector Private sector Public sector Both private and public Both private and public
Custodian of CSR program
Director Manager, External Affairs None Manager, External Affairs Manager, Business Dynamics

Department

CSR Reporting
Annual CSR report
None None None None Website publications
Funding for CSR
Self-funded Self-funded Self-funded Self-funded Self-funded

Client donations
Potential KPI’s in Measuring CSR Activities

. . Social and economic investments
. Social and economic .
None Strategic partners None . Strategic partners
investments .
Energy conservation

Current CSR Activities

Training courses Training courses Training courses

Training courses Training courses

Donations - Employee benefits - Employee benefits
L Donations . Donations .
Waste minimization Donations Community development
Further CSR Activities to Be Initiated
Workplace ethics Employee'\yelfare and
training Health & safety . . .
Health & safety . Economic, social, environmental
. . Social and Health & safety Employee welfare and
Social and environment . L
environmental training
awareness
awareness
Challenges in Implementation
Money Money Money Money Trends of the industry Government

Trends of the industry Employee willingness Top management attitude  Trends of the industry  incentives Top management attitude

Government Interference
Yes, certain % Yes, very much Yes, certain % Yes, certain % Yes, very much

Effect of Government Regulations

Positively & negatively Positively & negatively Positively Positively & negatively Positively
CSR in the Next 5 Years
Not much, industry Yes, good progress. Construction industry is a major

Gradual implantation,

attitude needs to be Important for overseas growth area. Therefore CSR
at a rather slow pace

changed first growth perspectives are well sought after.
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There is a lack of awareness and recognition of CSR activities among the smaller entities. Although they
might be involved in training programmes for skill developments of employees, they do not term these as CSR.
The reason for this can be the attitude of top management who are reluctant to make changes and accept new
environments as long as the business is profitable. In the hierarchical structure, none of the companies have a
dedicated CSR division. Instead CSR is recorded under external affairs. In some cases it is divided between the
human resource division (for internal employee issues) and external affairs (for community issues). This can
lead to confusion as there are no clear lines of separation and internal conflicts of interests can easily take place.
According to the answers, four out of five companies do not have a CSR policy statement. This highlights the
lack of government initiatives and motivations for smaller entities. However, good potential KPIs (Key Perfor-
mance Indicators) for measuring CSR activities can be identified such as ‘collaboration with strategic partners’
and ‘investments in social and economic sectors’. From the answers of the questionnaire it has been found that
all companies made some form of donations in the nature of philanthropy according to their individual standings.
However it does not seem to be regular donations of charity. Training programmes and courses for employees
are increasingly being considered especially for the managerial staff, as this expense can be claimed under the
governments human resource development fund (HRDF). One of the questions is targeted towards the further
CSR activities which should be initiated in the Malaysian construction industry. The findings show that em-
ployee concerns and social and environmental awareness are generally recognised as further CSR activities. Im-
provements for the health and safety aspects of construction sites and labourers are seen as very important. To
remain competitive, continual employee training and acquiring new technologies and operation methods seem to
be essential. From the questionnaire, it was attained that the first obstacle to initiate CSR activities is the mone-
tary aspect. This again emphasizes the bias of the industry between big corporations and their smaller counter-
parts. Other major obstacles are “trends of the industry” and “top management attitude”. Awareness regarding
the CSR framework provided by Bursa Malaysia (the stock exchange in Malaysia) does not influence the small
companies. The framework is recognized by medium and large companies only.

5.2. Comparisons between Global Companies and Malaysian Companies

Malaysian companies lag behind global companies in almost all aspects regarding CSR. The current corporate
policies and government policies need to be improved to reflect the requirements of sound CSR activities, espe-
cially for those SMEs (Small and Medium Enterprises). Malaysian companies need to clarify and set the visions
and values of CSR for their own companies. Malaysian companies show some limited commitments in work-
force and employment concerns. More comprehensive and detailed programmes should be developed to cope
with the various demands rising from various levels of employees in the construction projects. The concepts of
stakeholders should be clearly established, especially the internal ones and external ones to the projects, together
with their roles and responsibilities. Malaysian companies also need to develop the community programmmes
not only at company levels but also at project levels. The environmental activities can be effectively improved if
these are incorporated into current legal requirements such as Environmental Impact Assessment (EIA). A
comparison between the global and Malaysian companies is interpreted in Table 3 highlighting the common and
basic aspects of incorporating CSR activities and values.

Table 3. Comparisons between global companies and Malaysian companies.

Global Companies Malaysian Companies
Leadership, Visions Clearly defined, part of company governance structure. Dedicated CSR Not clear.
and Values departments to advice towards better policies and procedures. Nothing specific.
Done on a regular basis to gauge employee satisfaction and strive toward Uncertain, although trend seems
Workforce . : : : i to be changin
Activities creating a more conducive working environment. Tram_mg programs, ging.
workshops etc. conducted on a regular basis. Some training programs conducted.
Stakeholder Note of all key stakeholders is kept and the issues Depends on individual
Engagement addressed in the best interests of CSR. company policy.
CZI::?:;:;::? A certain percentage of profit is earmarked at the start of each financial year Done but at a very minimal level.
Environmental Thoroughly undertaken Not clear.
Activities gty :
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6. Conclusion

Through the analyses of CSR activities of ten global construction companies, it was found that these companies
could be considered as the leaders in the global construction market in respect of CSR, showing good corporate
citizenships. These analyses were conducted through Communication on Progress (COP) reports from the Unit-
ed Nation’s Global Compact (UNGC) website or the companies’ websites. The interview survey with five Ma-
laysian companies identified the current address of CSR activities in the Malaysian construction industry. The
Malaysian companies lag behind the global companies almost in all aspects of CSR activities including “Lea-
dership, visions and values”, “Workforce activities”, “Stakeholder engagement”, “Community activities” and
“Environmental activities”. The interviews also revealed the obstacles the industry faced to implement sound
CSR activities. These include internal matters such as the attitude of top management, no clear lines of respon-
sibilities, financial constraints and external matters such as government initiatives and motivations, and the
trends of the industry in respect to CSR. Therefore, to achieve a good improvement not only company level
commitments but also government and industry level drives should be implemented. It is clear that to be com-
petitive in the global construction market as well as the domestic market, Malaysian companies must incorporate
CSR initiatives into their management programmes in terms of both quantity and quality. In addition, the Ma-
laysian government needs to provide policies and strategies for the companies. This will help the companies to
develop and implement practical and fruitful CSR activities. Investigating CSR in the Malaysian construction
industry is a new area of research especially in construction management Asia. Consecutive researches will be
conducted on CSR in the Malaysian construction industry in terms of both breadth and depth to help not only the
industry but also the society as CSR explicitly implies. Further considering the project based nature of the con-
struction industry, a project level approach as well as a company level approach might help establish effective
and efficient CSR policies. Especially the neighboring communities to the construction sites, work environments
and various levels of workers of construction projects will be good targets to produce tangible and fruitful out-
comes of CSR activities. These will be good future research areas in CSR in the construction industry, especially
for the developing countries.
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