Paper for CIPD Professional Standards Conference, Keele, 27 June 2006
Corporate Social Responsibility and High Performance HRM

Michael Muller-Camen, Ph.D.
Reader in Human Resource Management

Michael Hopkins, Ph.D.

Professor of Corporate Responsibility and Business Performance

Mary Hartog, Ph.D.
Senior Lecturer in Human Resource Management

Adrian Henriques
Professor of Accountability and CSR

Abstract 

Over recent years the concept of Corporate Social Responsibility (CSR) has become widely accepted by MNCs and governments. CSR has an economic, an ecological and a social dimension. However, there is so far hardly any literature that tries to determine the link between CSR and High Performance HRM and what a CSR compatible HRM might look like. This exploratory study compares and contrasts the HR practices disclosed in 56 CSR reports of the world’s largest corporations with the seven HR practices of successful organizations suggested by Pfeffer (1998). First, although there is some overlap, there is a difference between High Performance HRM and the social dimension of CSR. Most CSR reports discuss some of Pfeffer’s seven practices of successful organizations, but only training and comparatively high compensation figure prominently in CSR reports. Second, not only do HRM models differ between business systems, but also the constituents of the social dimension of CSR. Helping employees to find a balance between work and life as well as diversity management seems to be important for management in Anglo-Saxon firms, whereas a pluralist version of social partnership and the avoidance of compulsory redundancies is not.



Corporate Social Responsibility and High Performance HRM
Over recent years the concept of Corporate Social Responsibility (CSR) that first emerged in the 1950s and 1960s in the US (Carroll 1999) has become widely accepted by MNCs and governments (Conley and Williams 2005, Hopkins 2003, Moon 2004). This is attributed to the recognition of sustainability as a management concept, the increasing importance of NGO´s, the growth of socially responsible investment, consumer pressure and recent corporate scandals (Aguilera et al. 2004, Waddock et al. 2002). It is expected that CSR has, and will have, a strong impact on corporate reporting practices, investment strategies, the management of supply chains and public relations. CSR has an economic, an ecological and a social dimension. However, there is so far hardly any literature that tries to determine the link between CSR and HRM and what a CSR compatible HRM might look like. Linked to this we would like to examine whether CSR supports models for high performance working.

The benchmark for our analysis is Pfeffer’s (1998) seven HR practices of successful organizations, which are employment security, selective hiring, self-managed teams and decentralization, comparatively high compensation contingent on organizational performance, extensive training, reduction of status differentials and sharing information. Although most advocates of these and other high performance working practices imply that they are beneficial to worker, others have criticized the “high-performance paradigm” for having negative implications for both employees and union (see for example, Godard 2004, Marchington and Grugulis 2000)

CSR and HRM

CSR is a relatively new management concept that is still developing and has not reached the maturity stage (Ghobadian et.al forthcoming).  The CSR definition is, also, still evolving. For example, according to Carroll (1979) “the social responsibility of business encompasses the economic, legal, ethical, and discretionary expectations that society has of organisations at a given point in time” (p.500). For this paper we adopt the definition by Hopkins (2005):

“CSR is concerned with treating the stakeholders of the firm ethically or in a socially responsible manner. Stakeholders exist both within a firm and outside.  The aim of social responsibility is to create higher and higher standards of living, while preserving the profitability of the corporation, for its stakeholders both within and outside the corporation” (p.214).

We choose this definition because it is pragmatic and acknowledges the importance of economic performance, it recognises that firms serve a broad range of stakeholders, and it highlights the importance of striking a balance between economic performance, meeting the stakeholders expectations, and responsibility towards society.   
Employees figure prominently as stakeholders in most CSR models. However, although the social dimension of CSR has become more important over the last decade, the CSR literature does not clearly specify HR practices that are in line with CSR (for an exception see CIPD 2003). For instance, employment security does not figure prominently in CSR.  This is because of the mainly economic basis of CSR where labour flexibility is key. Moreover, labour flexibility does not mean, no firing, simply that when firing is considered then socially responsible restructuring must take place - following Starcher (2002).


Selective hiring is normally not discussed in CSR, except for the emphasis of lack of discrimination following ILO core labour standards. In fact the ILO core labour standards were originally designed for countries not companies but, nevertheless, signatories to the UN Global Compact - of which there have been many – emphasise their observance of core ILO labour standards which do not, in general, figure prominently in HRM. Self-managed teams, and decentralization cannot normally be found in the CSR literature.


Compensation figures frequently in the CSR literature with most, however, focusing upon the concept of ‘living wage’ (for a discussion see Hopkins 2006).  This has been a weak point of the compensation aspect since no-one to date has come up with a generally accepted definition of a living wage.  Further, it is often linked to a ‘minimum wage’ but few then make the economic link and make any concession to ‘organizational performance’.

Research Method
The empirical basis of this paper is a content analysis of CSR reports. Over recent years most global firms have started to publish such reports annually on CSR although their names reflect a variety of terminologies – for instance, we have a Global Citizenship Report (e.g. Microsoft), a Corporate Responsibility Report (e.g. GlaxoSmithKline), a Human Resources and Social Report (e.g. Deutsche Post), a Social Environment Report (e.g. British Telecom), a Sustainability Report (e.g. Johnson & Johnson) or similar titles (Kolk 2004). In all countries these reports are not, so far, required by law, but certainly help to improve organizational reputation with customers, investors, suppliers and potential applicants (Fombrun and Shanley 1990). 


In February 2005 we downloaded, from the various corporate websites, the CSR reports of the World’s 100 biggest corporations in 2004 in terms of assets, market value, profits and sales as indicated by the Fortune 100 index. We only collected reports that accounted for a company’s activities in 2003 (sometimes these reports refer to 2004 or 2002 in the title, although the data reported are generally from 2003), but did not consider general image brochures or web information if not in a report. If such a report was not available to be downloaded from the internet, we checked by e-mail whether any such report existed. Overall this resulted in 56 reports. We then did a content analysis to determine the extent of disclosure of selected HR issues, the assumption being that a disclosure provides some indication for the importance of an issue for the reporting organization. An item was only counted as a disclosure if it was mentioned and  its seriousness demonstrated by either relevant data or the reference to relevant practices. For example, if an organization stated it was a “diverse employer” but neither provided supporting statistics nor referred to any diversity management instruments such as training offered or employee networks existing, this did not count as a disclosure.
Overall we checked the number of disclosures for ten items. These were first of all Pfeffer’s (1998) seven HR practices of successful organizations with the exception of status differentials. In addition we added four HR items that, according to our knowledge, are often disclosed in CSR reports. These are the existence of a diversity and inclusion policy, work-life balance, indirect communication via employee representatives and trade unions and finally safety and health reporting. As at least to some extent diversity management and inclusion encompasses the reduction of distinctions that separate individuals and groups (e.g. by use of language and labels, physical space, wage inequality across levels) and cause some to feel less valued, we did not include this item separately.
The content analysis was done by one of the authors and a research assistant. In addition one report was analyzed by all authors in order to develop a shared definition of the occurrence of an item. 
We will now discuss each item separately according to the frequency of disclosure. In this discussion we differentiate between companies from liberal market and those from cooperative economies (Hall and Soskice 1991). The former consist of organizations from Anglo-Saxon countries (the US, the UK, Australia and Canada) while the latter consist of firms from Continental Europe (Belgium, France, Germany, Italy, Holland and Switzerland) and Japan.
Findings 
Diversity and Inclusion Policy

The large majority of companies analyzed disclose information on diversity and inclusion (see table 1). For example, on three pages of its Global Citizenship Report 2004 Hewlett Packard provides statistics on the ethnic and gender balance of its US workforce, states its diversity policy, and gives an overview of the programs to promote diversity and the awards it has received. 
One reason for the popularity of diversity in CSR reports might be that it figures prominently among CSR reporting guidelines and indices. For example, Principle 6 of the Global Compact is “the elimination of discrimination in respect of employment and occupation” and “diversity” is also an indicator in the 100 Best Corporate Citizen ranking. Another reason is the high importance attached to diversity management and equal importance in Anglo-Saxon countries. This is not only due to legal pressure, but also the recognition that there is a business case for diversity management. In contrast, diversity management is still not fully accepted in Continental Europe and Japan (Ferner et al. forthcoming). This is also shown by our data, as only 77% of companies from these regions have a diversity management and inclusion policy. Some of those not disclosing information about diversity, however, provide data on gender equality and disability. Nevertheless, given the potential of diversity management to help with the integration of an increasingly diverse workforce, it is surprising that it is so far not a practice included in many High Performance HRM models. 
Safety & health reporting

Safety and health is together with diversity and inclusion the most frequently disclosed social indicator according to the CSR reports analyzed (see table 1). Most of the firms that do not disclose information on this item are banks and insurance companies where this is less of an issue. In contrast to industry, differences between business systems are minor. A good example for safety and health reporting is BP’s Sustainability Report 2003 which describes safety policies, provides data on safety performance and discusses the improvement of standards. Similar to diversity, CSR reporting guidelines and measurement systems encourage disclosure. For example, health and safety reporting is an indicator for the Dow Jones Sustainability Index. A further similarity to diversity is that safety and health is normally not associated with High Performance HRM.
Extensive Training
High investment in training is according to Pfeffer (1998) an essential component of High Performance HRM, as knowledge and intellectual capital are critical for organizational success. However, similar to other commentators he is critical of the efforts of US firms in this area. Our analysis of CSR reports shows that there is at least a high degree of disclosure. The organizations studied provide data on training initiatives and data on expenditure and number of employees covered. International differences are not obvious. Nevertheless, in the absence of standardized reporting practices it is difficult to estimate the extent to which they are committed to extensive training and to compare and contrast this data between firms. 
Direct Communication

According to Pfeffer (1998) employees will only contribute to enhancing organizational performance, if the company shares with them information on issues such as financial performance, strategy and operational measures. Only very few CSR reports disclose information on this aspect. Nevertheless, what they do is to provide insights into the use of employee communication instruments. For example, BP’s sustainability report 2003 shows results from an attitude survey and introduces BP’s intranet based worldwide complaints tool “OpenTalk”. Whereas there is no major difference between the countries covered in the disclosure of direct communication efforts, a difference emerges in regard to indirect communication.
Indirect Communication

The Global Compact principles state that “businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining”. As other standards demand this as well, it is not surprising that 61 per cent of the reports disclose information on how the respective corporations deal with trade unions and employee representatives. However, whereas such information was found in 74 per cent of the CSR reports from Continental European and Japanese firms, only 44 of Anglo-Saxon firms disclose information on this. This applies in particular to those US MNCs that are non-union firms in the United States. They either do not touch this issue or state that although they respect the law, they prefer direct communication. An example for this is IBM which expresses such a view in its Corporate Responsibility Report 2002:
Throughout the company’s history, IBM has respected the rights of employees to organize, and has made managers at all levels aware of those rights. It is our long-standing belief, however, that the interests of IBM and its employees are best served when managers and employees deal directly with each other. However, IBM complies

with legal requirements worldwide regarding employee and third-party involvement. (p.36)


IBM’s report does not show any examples for dialogue with trade unions. This is in stark contrast to many Continental European and Japanese MNC who describe negotiations with employee representatives (e.g. the European Works Council) and offer a much more positive view of social partnership. An example is the following statement from the Belgian/Dutch finance firm Fortis:
“At Fortis we attach great importance to smooth and effective consultations with works councils and unions. We ensure that employee representatives receive the time and resources necessary (meeting rooms, electronic communication, etc) to fulfil their role properly. Their role is twofold: joining in deliberations and talks on strategy, growth of profitability and employment opportunities at the different Fortis entities and at Fortis as a whole and, additionally, protecting the interests of employees collectively and individually. They also make sure that employees who find themselves in conflict with their superior possess a published and documented procedure for lodging an appeal. Senior management all the way up to the CEO and COO exercise their personal efforts to provide relevant company information first-hand to the local works councils and the European Works Council of Fortis.” (Fortis Sustainability Report 2004: 34)
Assuming that there is an effective communication and trust between employee representatives and employees, such a social partnership arrangement will fulfill Pfeffer’s prescription for information sharing.
Competitive Compensation

Pfeffer (1998) suggests that firms should pay their staff comparatively well and also to link their pay to the performance of the firm with pay forms such as profit sharing, stock ownership or other incentives. Only then will they be able to attract a high quality workforce. 76 per cent of the Anglo-Saxon and 45 per cent of the European / Japanese firms disclose information about their pay practices in their CSR report. They describe general pay policies and describe the use of profit sharing, employee ownership or share option schemes. However, the German care manufacturer BMW who stated in its Sustainable Value Report 2003/2004 that “in a comparison with competitors in the automobile industry, remuneration is in the top third” (p.21) is an exception. Normally no indications are given whether pay is above average and thus it is unclear whether the firms surveyed follow Pfeffer’s prescription or not.
Work-life balance

The research has confirmed the importance attached to work-life balance in CSR reports. More than half of the sample firms report on initiatives in this area. However, similar to competitive compensation this seems to be an item on which Anglo-Saxon firms (72 per cent) are more likely to report than Continental European / Japanese corporations (42 per cent). Whereas European firms tend to focus their reporting on flexible work arrangements, US firms tend to go further. For example, among the programs offered by the US communication firm Verizon are “an employee assistance program to help employees resolve work, family and personal challenges”, “child care and elder care resources and referral services”, “workplace and domestic violence education and prevention programs” and an “adoption assistance program” (Verizon Corporate Responsibility Report 2004: p. 21). Given the importance of these issues for the well-being of employees it is surprising that work-life balance does not so far figure prominently in High-Performance HRM prescriptions.
Employment Security
Employment security is an important building block of most High Performance HRM systems. The rationale is that a high trust relationship will not develop and workers will not fully cooperate in becoming more efficient and productive, if their jobs are at risk. Toyota is one of the few firms that state explicitly in their CSR reports that they offer stable employment: 

“Stable employment that avoids simple layoffs and terminations is a key pillar in the relationship of mutual trust between labor and management. In addition, the Toyota management system is based largely on bringing out to the greatest extent employee abilities, reasoning skills and creativity. Consequently, the simple disposal of human resources, a major management asset, not only damages the relationship of trust, but also hinders the spontaneous display of ability by employees. Accordingly, Toyota always takes a medium- to longterm management perspective and has made the realization and continuation of stable employment through all possible employment policies the fundamental basis of its management philosophy.” (Toyota Environmental & Social Report 2004:72)
Although other CSR reports are not that explicit, a high percentage of European / Japanese corporations (42%) report on how they have tried to downsize and restructure in a socially responsible manner. For example, the Dutch bank ABNAMRO explicitly discusses in its Sustainability Report 2004 the dilemma a major work force reduction in 2004 caused and the communication, consultation, training, outplacement advice and internal re-deployment activities that were taken in order to minimize the impact on the workforce (pp.59-59). In contrast Anglo-Saxon firms usually do not report on the handling of restructuring in their CSR reports and/or seem to offer much less assistance than Continental European firms. This difference also affects different operations of the same firms. For example, the Dutch insurance company AEGON disclosed in its Corporate Responsibility Report 2003, that staff reductions in the Netherlands will be achieved via natural attrition whereas in the US and UK reorganizations will involve compulsory redundancies (p.13). 
Selective hiring, self-managed teams and decentralization of decision-making 
The final two high performance HRM prescriptions selective hiring, self-managed teams and decentralization of decision-making are hardly discussed in the CSR reports analyzed (see table 1). Starting with selective hiring, in order to recruit the right people in the first place, Pfeffer (1998) suggests that companies try to attract a large applicant tool, search for the skills and abilities required and screen primarily on attributes that are difficult to change through training. Only a small minority of firms discloses anything on recruitment and selection in their CSR reports. In most cases this is also related to diversity, for example, when organizations describe their efforts to increase the number of applications from minorities. 

The CSR reports also do not tend to report about the importance of team work and decentralization of decision-making. Exceptions are the Japanese car producers Nissan and Toyota. For Toyota, “promoting teamwork” is one of its four basic principles of personnel management (Toyota Environmental & Social Report 2004: p.72). 
Discussion

Our content analysis of the “our employees” sections of CSR reports of the Fortune 100 worlds largest corporations provides two major insights that back up our hypotheses expressed above on differences between CSR and HRM. First, although there is some overlap, there is a difference between High Performance HRM and the social dimension of CSR. Most CSR reports discuss some of Pfeffer’s seven practices of successful organizations, but only training and comparatively high compensation figure prominently in CSR reports. For example, CSR reports usually do not contain commitments to employment stability or decentralization of decision-making to teams. Instead, these company accounts contain commitments and prescriptions that are neither in Pfeffer’s seven practices nor in most other high performance working conceptualizations. These are diversity and inclusion, safety and health and work/life balance. All of these may improve employee relations, could make organizations a “great place to work” and thus may have a positive impact on firm performance (Fulmer et al. 2003). This would be in line with evidence for the positive impact of CSR in general on business performance (for a meta analysis see Orlitzky et al. 2003) and a growing literature, which suggests that there is a business case for diversity management and inclusion (Jackson et al. 2003). 

Second, not only the elements of Best Practice HRM models may differ between business systems (see for example Muller 1999), but also the constituents of the social dimension of CSR. As our research indicates helping employees to find a balance between work and life seems to be more of an issue in Anglo-Saxon firms, whereas a pluralist version of social partnership and the avoidance of compulsory redundancies are not. 
Concluding Remarks - Relevance and Application of Research

It appears that CSR and High Performance HRM working models do not completely overlap. As a result, there may be some contradiction between prescriptions for High Performance HRM and stakeholder pressure for a CSR HRM. Given the perception that High Performance HRM may have negative implications for employees, pressure on companies to comply with CSR may strengthen employee relations and eventually have a more positive impact on performance. For example, Kamp and Hagedorn-Rasmussen (2004) have suggested that the CSR discourse has fostered the adoption of diversity management practices in the European context. Also it may be that CSR pressures to guarantee freedom of association and collective bargaining may make it more difficult for MNCs to pursue strict non-union policies (Almond et al, 2005). Nevertheless, the international differences observed certainly suggest that the definition of the social dimension of CSR differs between business systems. 
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Table 1: Social Disclosure on Selected Items in CSR reports by Fortune 100 Companies 
	
	US UK AUS CAN
	%
	NL BEL D CH F J IT
	%
	All
	%

	Number of Reports analyzed
	25
	
	31
	
	56
	

	Diversity and inclusion policy
	25
	100
	24
	77
	49
	88

	Safety & health reporting
	21
	84
	28
	90
	49
	88

	Extensive training
	20
	80
	26
	84
	46
	82

	Direct communication 
	18
	72
	21
	68
	39
	70

	Indirect communication
	11
	44
	23
	74
	34
	61

	Competitive compensation
	19
	76
	14
	45
	33
	59

	Work-life balance initiatives
	18
	72
	13
	42
	31
	55

	Employment stability
	3
	12
	13
	42
	16
	29

	Selective Hiring
	2
	08
	7
	23
	9
	16

	Self-managed teams/de-centralisation decision making
	0
	00
	3
	10
	3
	05
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