
A law and business professor connects the
dots between law and CSR

With three law degrees to his credit, Dr. Kernaghan Webb is
fascinated by all types of rule systems – those based in law
and those that go beyond what is required in law. His interest
in how societal rule systems play out in the world of business
has led him to become a key research figure in the area of
corporate social responsibility (CSR), a relatively new field of
study concerned with what businesses do to address social,
environmental and economic issues, even when they are not
legislatively required to do so. 

“When you understand the full complement of societal
rule systems at play, you really see why businesses do what
they do,” says Dr. Webb. “This understanding can lead to solutions
for unacceptable business behaviour.”

Whether it’s a Canadian grocery/apparel chain caught
in the spotlight over the collapse of a Bangladesh apparel sup-
plier factory, or banks being raked over the coals for replacing
their Canadian workers with those from other countries, Dr.
Webb claims there is no shortage of cases where CSR and
the law intersect, both in Canada and in other jurisdictions.

While governments and laws remain the foundational
source of rule structures for business, there is increasing

agreement that governments
can’t and shouldn’t regulate
everything, and that firms
are expected to meet their
“social licence,” as well as
their legal licence by address-
ing their environmental and social impacts, even when not
required by law to do so.  Many businesses seek certification,
for example, to various third party performance standards,
in an effort to reduce their environmental impacts, make
things better for workers, and address community issues.

Dr. Webb's recent work reveals a significant shift by
the private sector and civil society organizations towards
'sustainable governance', which he describes as a solution to
the unique and quickly evolving multi-jurisdictional problems
we face in the 21st century. 

“CSR stands at the crossroads of law and government,
and other rule systems that emanate from industry and civil
society. Understanding the connections and conflicts among
these rule systems is going to keep me busy for a very long time.”
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An accountant probes the motivations behind
taxpayer compliance

The concept of fairness may be deeply entrenched in the Canadian
psyche, but did you know there are actually six different aspects
of fairness and that your perception of fairness can affect your
willingness to pay your taxes?

Dr. Jonathan Farrar specializes in behavioural tax re-
search. He wants to understand what makes people tick when
it comes to complying with tax laws, and if certain cues can lead
to changed behaviour. 

“Tax evasion is becoming an increasingly important
issue for tax authorities. My research is designed to figure out what
the underlying reasons are for tax evasion, in the hope that this
information helps tax authorities to collect what they're owed.”

Does this make Dr. Farrar a defender of more punitive
measures for tax evasion? Not at all, he says. His goal is ultimately
to help governments improve the way they interact with taxpayers
and the quality of customer service they provide. 

“The reality is that in the 2017-2018 tax year, there will be
3,000 fewer civil servants working for the Canada Revenue
Agency, and with that significant drop in staffing, it will become
more difficult for taxpayers to get the information they need,
whether it’s understanding a form, a rule, or a policy change. Their
perception is likely to be that with reduced access to front-line
customer service representatives, the level of fairness is also
decreasing, along with any value for their taxpayer dollar. My
research focuses on what triggers these perceptions of fairness,
or lack thereof, and then I feed the data back to tax authorities so
they can work to improve service levels.”

In addition to studying the behaviours associated with
compliance, Dr. Farrar is also interested in taxpayers’ perceptions
of guilt and righteousness. If given the opportunity to voluntarily
disclose a tax transgression through an amnesty, for example,
would people step up? It’s a question with a potentially lucrative
answer for governments, considering that in 2013 Canada’s
ongoing tax amnesty program cost the government just over $6.6
million to implement, but allowed it to recoup $1.2 billion in
unreported income. 

“My research is all about the intersection of cognitive
psychology and human behaviour, with the ultimate goal of
making a positive difference in the way people interact with
government. If you have to pay taxes, it certainly helps to think
you're being treated fairly.”

An economist unravels the psychology of
deal-making

In the high-stakes world of global mergers and acquisitions,
much depends on human psychology. 

For Dr. ShavinMalhotra, a former business development
executive in India and researcher in the Department of Global
Management Studies at Ted Rogers School of Management,
psychological and sociological factors can affect not only the
cost of a deal, but also its ultimate success in the marketplace.

One of the top reasons why a majority of mergers fails is
a clash of corporate cultures, says Dr. Malhotra. But there are
other issues, including the psychology of the chief executive
officer of the acquiring company, and the risk appetite of the ac-
quisition team, that alsoweigh heavily on a merger’s final outcome.

“In situations where there are significant cultural differ-
ences between firms, our research shows that the acquiring firm
is more likely to take a lower equity position due to the inherent
risk involved. Where cultures are diametrically opposed, it’s com-
mon to see firms take full control, which allows them to integrate
quickly and generate significant cost savings.” 

Do executives with introvert personalities approach
mergers and acquisitions differently compared to their more
extrovert peers? Based on interviewswith 1,500 firms represent-
ing Fortune 500’s top chief executives, the answer is yes. Dr.
Malhotra found that extrovert executives tend to shoot for larger
deals, using their rhetorical and persuasive skills to achieve
consensus and deliver results, in particular where the mergers
are in non-competitive industries.

Dr. Malhotra is also interested in how companies and
their advisors determine the amount of premium to pay when
acquiring a company. “Our research found that acquiring firm
managers are often influenced by precedent, rather than inde-
pendent due diligence, in coming upwith the premium. It’s called
‘anchoring’, and it helps to expedite complex decision-making.
The problem is that sometimes relying on precedent, or some
other key piece of existing information, results in a firm paying
a premium that’s too high. Our research also shows that exec-
utives are more likely to anchor when acquisitions are made in
foreign markets, because acquirers generally have to deal with
more uncertainty. 

According to Thomson Reuters, in 2014, global merger
and acquisition deal volume topped $3 trillion. For Dr. Malhotra,
the sheer dollar value of these transactions is more reason than
ever to be aware of the underlying psychology at play before
sealing the deal. 
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