“Exploring the Relationship between corporate social performance and employer attractiveness” by Backhaus, Stone and Heiner (Lecture 10)

The authors look at the importance of CSP and explore the effects of the different dimensions on organizational attractiveness. 

Introduction

CSP has been defined as a “business organization’s configuration of principles of social responsibility, processes of social responsiveness and policies, programs, and observable outcomes as they relate to the firm’s societal relationships.” (i.e. CSP is a multidimensional construct)

One stream of research suggest that job-seekers look for organizations with which they perceive congruence between their and the organization’s values. A second stream of research concentrates on attributes of the organization. The organization’s image is built up out of a collection of knowledge, beliefs, and feelings about an organization (e.g. CSP). The study adds to current research by looking at: 1. Attitudes of job seekers to CSP and how it affects their decisions 2. It expands the list of CSP dimensions from 5 to 11 3. How the variations in the levels of CSP affect the relationship between CSP and organizational attractiveness 4. Exploring patterns of effects of combinations of CSP ratings on organizational attractiveness. 

4 theories related to the importance of CSP:

1. Stakeholder Theory (i.e. good management theory)- good management of relationships with various stakeholders (i.e. those who have vested interests in the firm’s performance and those who are directly affected by the firm’s actions) results in stronger corporate performance. Firms must be responsive to the competing demands of those who hold a stake in the organization.

2. Signaling Theory- organizational characteristics have show to be indicative of personnel practices and job seekers tend to use these characteristics as clues. Individuals use these clues to form conclusions about the firm’s intentions or actions.

3. Social Identity Theory- Individuals derive part of their self-concept from their membership in certain social groups. Individuals suffer detrimental effects of a firm’s negative but also of its positive reputation.

4. Organizational attraction- investigates the effects of organizational characteristics, such as structural attributes, on individuals’ perception of the firm. Previous research suggests that CSP and organizational attractiveness are related.

Research design

8 hypotheses:

1. Job seekers rate CSP as an important organizational attribute when considering prospective employers. Signaling and social identity theory suggest that behaviors of the firm that are visible to the public affect self-identity of the worker. Hence hypothesis 2:

2. Environment, community relations, diversity, product issues, and employee relations are more important dimensions of CSP than non-US operations, alcohol, tobacco, gambling, military contracting and nuclear power. The importance of certain aspects of CSP differs by groups of jobseekers. Hypotheses 3 and 4 thus follow, women and minorities use CSP as a signal of potential working conditions

3. Dimensions of diversity more important to female job seekers. 

4. Minority job seekers will rate diversity as more important than would be non-minority job seekers. It is important for organizations to convey specific information as well as information that is personally relevant to the job seeker (e.g. organizational structure and image have an effect on the jobseeker’s choice)

5. Firms’ CSP ratings will affect the job seeker’s assessment of employer attractiveness. We can understand CSP’s functions better when we examine them on a dimension-by-dimension basis.

6. Individual dimensions will have differential effects on job seeker’s assessment of employer attractiveness

7. Employee relations will be most influential. Employee relations are very central to the personal effect of CSP upon the jobseeker.

8. Product issues will be second-most influential.

Data was collected among 297 undergraduates as an in-class exercise. Students were asked about the importance of CSP in four stages in the recruitment process. Then they were asked about the relative importance of 11 dimensions of CSP. Then they studied the effects of CSP knowledge (i.e. ratings) on attractiveness of firms. Which combinations of variables made a firm more attractive?

Results

CSP was found to be significantly important. In addition, the CSP dimensions of environment, community relations, diversity, product issues, and employee relations were more important than non-US operations, alcohol, tobacco, gambling, military contracting and nuclear power. Women and minorities rate diversity as an important factor in their job search. Individual dimensions did have different effects on participants’ assessment of firms. The largest changes are associated with the environment, diversity and community relations. The effect of product issues is less and employee relations the least (i.e. hypotheses 7 and 8 are not supported). The analysis also revealed interesting patterns in the way CSP dimension ratings affected firm ratings. Firms with high CSP ratings got high overall ratings. CSP ratings of 1, defined as poor, resulted in the lowest firm ratings. For all dimensions, a CSP rating of 2, defined as neutral, resulted in significantly higher firm ratings. This difference was quite marked, especially in the area of environment. The difference in effect between a CSP rating of 2 and 3, good, again was significant and is particularly dramatic in the area of community relations and diversity. The difference between a neutral and good rating in the areas of environment and employee relations had less impact. In the product issues dimension, a rating of neutral resulted in a better overall firm rating than the good rating. This was the only dimension that had an outcome that deviated from the expected order. 

Furthermore, it was found that CSP is important to the overall assessment of a company. CSP is considered most important at the stage in the recruitment process when deciding to take a job offer. After subjects were given information about CSP their ratings of organizational attractiveness dropped significantly. Different categories gave different reactions by respondents (e.g. a poor CSP score in environment created a particular strong negative reaction, but as long as it is acceptable it did not reduce ratings significantly). Community relations and diversity require companies to actually demonstrate positive actions in these areas (subjects set a high benchmark for these in their ratings of firm image). Interactions among categories was also interesting (e.g. low employee relations created low attractiveness ratings even when other factors were high). 

Conclusion 

CSP is important in the recruitment process and firm’s with low scores are going to experience problems in attracting talent. There is thus a need for image management, which refers to attempts by an organization to construct positive perceptions of itself to stakeholders (especially in specific dimensions of CSP). Research lacks in the generalizability, there is a need to conduct the research among people at different career stages with different skills, education and experience. It would be interesting to expand the study by looking at CSP in the job/company choice and its importance relative to other factors, such as salary or promotion possibilities. Research should continue to investigate the interaction of positive and negative ratings and how individual differences affect the relationship between CSP and organizational attractiveness. We could also look at studies of actual behavior to avoid social desirability bias.

