X4

Journal of Human Resource and Sustainability Studies, 2022, 10, 44-66

X/

““ gcelseg;;gﬁ https://www.scirp.org/journal/jhrss
"“ Publishing ISSN Online: 2328-4870

@,

ISSN Print: 2328-4862

CSR-Related Employment Relations
and HRM Practices at Small and
Medium-Sized Enterprises vs.
Multinational Corporations

Aviad Bar-Haim!®, Orr Karassin?

'Department of Management and Economics, The Open University of Israel, Ra’anana, Israel
“Department of Sociology, Political Science and Communication, The Open University of Israel, Ra’anana, Israel

Email: aviad@openu.ac.il, karassin@openu.ac.il

How to cite this paper: Bar-Haim, A., &
Karassin, O. (2022). CSR-Related Employ-
ment Relations and HRM Practices at Small
and Medium-Sized Enterprises vs. Multi-
national Corporations. Journal of Human
Resource and Sustainability Studies, 10, 44-66.
https://doi.org/10.4236/jhrss.2022.101004

Received: January 4, 2022
Accepted: March 4, 2022
Published: March 7, 2022

Copyright © 2022 by author(s) and
Scientific Research Publishing Inc.

This work is licensed under the Creative
Commons Attribution International
License (CC BY 4.0).
http://creativecommons.org/licenses/by/4.0/

[Omom

Abstract

The article explores practices of employment relations (ER) and human re-
source management (HRM) in relation to corporate social responsibility (CSR)
at small and medium-sized enterprises (SMEs) compared to multinational
corporations (MNCs). The topic is under-researched compared to the more
established separate research fields of ER, HRM, and CSR. In the field of ER
& HRM, research indicates that MNCs are inclined to adopt more up-to-date
ER and HRM practices than SMEs. For CSR, research indicates that SMEs
tend to adopt more positive attitudes toward CSR than MNCs, but not neces-
sarily actual behavior. What is less known is the state of ER & HRM practices
with respect to CSR in each type of business organization. Recent research on
SMEs and MNCs points to a blurring of the differences between these types of
business organizations that had been observed a few decades ago. The main
blurring processes can be attributed to the internationalization of SMEs.
Theories explaining the business behavior of SMEs and MNCs in general are
mainly complex and resource-based. These approaches, however, are not spe-
cific to CSR. The present article develops a model to explain ER & HRM prac-
tices related to CSR based on institutional variables in the business firms’ en-
vironment and on a management behavior variable. The main finding is that
CSR-related ER & HRM practices do not differ between SMEs and MNCs.
Both types of firms fail to outperform regulatory demands or beyond com-
pliance voluntary standards in CSR. The dynamics of CSR-related ER & HRM
practices at both SMEs and MNC:s are discussed.
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1. Introduction

This study compares practices of employment relations (ER) and human resource
management (HRM) with regard to corporate social responsibility (CSR) at small
and medium-sized enterprises (SMEs) with those at multinational corporations
(MNCs). The interest in SMEs and MNCs derives from their unique and diffe-
rential contributions to economic growth and employment in most countries.
This study addresses the question of whether these different types of business
organizations have different CSR-related ER & HRM practices.

In most countries, with both developed and emerging economies, SMEs are
endorsed by governments for economic growth and providing employment
(Chanut-Guieu & Guieu, 2014; Kwiatkowska, 2010; Chitiba, 2014; Xiang &
Worthington, 2015; Karadag, 2017).! Since more than 95% of enterprises world-
wide are SMEs, and contribute up to 60% of employment and up to 40% of GDP
globally (Bell, 2015), their importance is clear. In contrast to a few decades ago,
when SMEs and MNCs operated in different sectors and markets, global compe-
tition and the digital economy have increasingly allowed and stimulated SMEs to
operate outside their national areas of activity and compete in international mar-
kets (Dabi¢ et al., 2020). MNCs, however, still play a central role in global and
national economies (Bhatt & Reddy, 2011; Teramae et al., 2020).

CSR is a widespread global and local business and governance phenomenon
(Scherer & Palazzo, 2011; Tengblad & Ohlsson, 2010; Kaplan & Kinderman,
2017; Preuss, 2019). Among its basic tenets, are responsibility toward employees,
as key stakeholders, alongside responsibilities toward the environment, commu-
nity, and the wider society (Dahlsrud, 2008). Practices of ER & HRM are central
to any CSR effort (Compa, 2008). But unlike responsibility toward the environ-
ment or other social obligations, ER & HRM practices as indicators of CSR are
under-researched.?

In the present study, we hypothesize that the differences between ER & HRM
practices of MNCs and SMEs are related to the differential effects of the institu-
tional environments of the two types of organizations and their managers’ orienta-
tion. Institutional factors include the consequences of ER & HRM regulation and
stakeholder expectations. To assess the soundness of the hypothesis, we develop
a model and empirically test it against a small sample of firms.

The paper proceeds as follows: in Section 2, we describe the current literature
comparing the CSR practices of SMEs and MNCs, with a focus on HRM/ER. In
Section 3, we present the model and research hypotheses. In Section 4, we con-
duct the empirical analysis, describing the sample, dataset, and sources, the
measurement, and the results. In Section 5, we discuss the findings and in Sec-

tion 6, we conclude.

'See “Small is not necessarily beautiful,” a study that questioned the assumptions of growth and
employment potential of SMEs (Parker, 2000). The study agrees, however, with more recent studies
that strategic development of innovative SMEs contributes to growth and quality employment.
*Exceptions are studies by Kundu and Gahlawat (2015), Sanchez and Benito-Herndndez (2015),
Srinivasan and Arora (2015), and Buciuniene and Kazlauskaite (2012). In addition, most ER and
HRM practices have been studied as antecedents or as outcomes of CSR (see: Preuss et al., 2009).
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2. Literature Review
2.1. CSR-Related ER & HRM Practices

Corporate responsibility toward employees is achieved through ER & HRM
practices, which protect the employees’ individual and collective rights with re-
spect to wages, job security, and working conditions (Compa, 2008). ER & HRM
issues are elaborated in CSR standards and codes. “Employment and industrial
relations” is one of the eight thematic chapters of the OECD “Guidelines for
Multinational Enterprises” (OECD, 2011). These guidelines, first adopted in 1976,
are the longest-standing transnational initiative for promoting CSR (Kercher,
2007). The guidelines cover economic responsibility extensively (in five chap-
ters), but the only chapters dealing with the social aspects of business responsi-
bility are the chapters dedicated to environmental responsibility, employment
and industrial relations, and human rights. ER & HRM issues covered in the
guidelines include freedom of association and collective bargaining, prohibition
of child labor, non-discrimination, employee-management dialogue and coop-
eration, work conditions and wages, occupational health and safety, and local
labor (OECD, 2011: pp. 35-37).

ER practices and decent work indicators are also central to the leading corpo-
rate sustainability-reporting tool, the Global Reporting Initiative (GRI) (Levy &
Brown, 2012), considered to be commonly accepted indicators of ER & HRM in
firms (Wilburn & Wilburn, 2013). For example, the consolidated set of GRI
Sustainability Reporting Standards 2016 contains 33 standards covering eco-
nomic, environmental, and social issues. Of these, nine deal directly with ER &
HRM (labor/management relations, occupational health and safety, training and
education, diversity and equal opportunity, non-discrimination, freedom of asso-
ciation and collective bargaining, child labor, and forced or compulsory labor).

Many private transnational CSR codes and standards focus on ER and HRM
primarily or even exclusively. These were developed by private multinational,
multi-stakeholder organizations (Compa, 2008). Based on an analysis of key
guidelines and standards in the area of CSR, RemiSovéd and Buciova (2012) iden-
tified seven main issues relating to CSR toward employees: compensation, health
and safety, work conditions and corporate social politics, collective bargaining,
work dignity and protection against discrimination, individual work relations
and internal communication, and enforcing employee rights. Private regulatory
instruments and codes relate extensively to ER & HRM in firms, and collective
and individual rights of workers and their working conditions are largely pro-
tected under International Labor Organization (ILO) conventions, international

law, and ensuing national legislations.

2.2. Researched Themes in CSR in SMEs and MNCs

Table 1 summarizes some researched properties of CSR in SMEs and MNCs. It
is more an illustrative comparison than a comprehensive literature review. The

comparison covers ten topics: regulation, stakeholders’ influence, cultural norms
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Table 1. Some CSR properties in SMEs and MNCs.

Associated factors

1) Regulation

2) Stakeholders’
influence

3) Cultural norms and
expectations

4) Organizational
culture

5) Organizational size

6) Availability of
financial resources

7) Natural resource
dependencies

8) Human resources
management

9) Managers’ attitudes
toward CSR

10) Importance of CSR Communication of CSR is usually not central (Lee et

communication

SMEs

Costs of non-compliance may be substantial (Longo

et al., 2005; Williamson et al., 2006).

Responsive to local community stakeholders
(Sweeney, 2007).

SMEs understand CSR (Jenkins, 2004; Spence, 2007).

More responsive because embedded in local culture.

Highly affected and reflecting owner/founder values

(Spence, 2007).
Less hierarchical, more discretion granted to

managers (Jenkins, 2004, 2006; Hsu & Cheng, 2012).

Fewer implementation problems (Baumann-Pauly et

al,, 2013).

Fewer opportunities to apply CSR across the supply

chain.

Financial strength might constrain CSR (Lepoutre &
Heene, 2006; Kusyk & Lozano, 2007; Sweeney, 2007;

Jenkins, 2004; Hsu & Cheng, 2012).

In developed countries, they are less
resource-dependent.

In developing countries, they may be as
resource-dependent as MNCs.

Based on local employment and contributing in this

way to CSR (Jenkins, 2006, Nielsen & Thomsen,
2009).

Mainly affected by owners’ perceptions (Vo, 2011;
Hsu & Cheng, 2012).

al., 2016; Jamali et al., 2009).

MNCs

Must maintain operation standards across
countries. As a result are less responsive to local
conditions.

Responsible to a wide range of stakeholders.
Perceived general responsibility to society.
Importance of shareholders (Bondy et al., 2012;
Jenkins, 2004; Rodriguez & Gomez, 2009;
Aguilera-Caracuel et al., 2015).

Working in diversified cultural environments.
Adapt to the expectations of local culture and
diversify their CSR activities accordingly.

More hierarchical. Narrower managerial discretion
(Jenkins, 2004; Jamali et al., 2009).

Large size makes it difficult to implement CSR
across the organization.

Many opportunities to apply CSR across the supply
chain.

Available financial resources allow for easier
adoption of CSR (Aguilera-Caracuel et al., 2015).

Reliant on exploiting local advantages in resources
(Strike et al., 2006; Surroca et al., 2013).

Diversification in human resources allows for
easier application of CSR.

More CSR-oriented training.

Not necessarily reliant on local employment
(Chapple & Moon, 2005; Mijatovic & Stokic, 2010).

Informed by international standards and trends in
management.

Communication and reporting of CSR is central
(Mousiolis et al., 2015; Baumann-Pauly et al., 2013;
Jamali et al., 2009).

and expectations, organizational culture, organizational size, availability of fi-

nancial resources, natural resource dependences, HRM, managers’ attitudes to-

ward CSR and importance of CSR communication, dependence on natural re-

sources, organizational cultural norms, managerial attitude, and the importance

of communication.

Table 1 shows that SMEs are generally more sensitive to local conditions for
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the success of CSR practices than MNCs are. SMEs are more beholden to local
stakeholders, and are constrained by compliance behavior in response to either
formal regulations or community norms and pressures. They are less flexible in
hiring and firing because of their responsibilities toward employment in their
communities. Local owners have limited access to resources, and their personal
attitudes in adopting CSR practices are crucial compared to the personal atti-
tudes and values of top managers in MNCs (Jenkins, 2004, 2006; Hsu & Cheng,
2012). SMEs are more reliant on local stakeholders and community legitimation
(Sweeney, 2007; Jenkins, 2004; Spence, 2007). They are dependent on the local
workforce, which is a key concern for their mission to contribute to local em-
ployment (Jenkins, 2006, Nielsen & Thomsen, 2009).

By contrast, MNCs must respond to a wider set of stakeholders and local
cultures, and apply much more complicated global standards. They have dif-
ferent incentives for adopting CSR. Yet, some attributes make MNCs a more
promising business setting for achieving CSR performance, such as the availa-
bility of financial resources (Aguilera-Caracuel et al., 2015) and their perceived
responsiveness to a wider range of stakeholders (Bondy et al., 2012; Jenkins,
2004; Rodriguez & Gomez, 2009; Aguilera-Caracuel et al., 2015). But there is
little conclusive research evidence on which setting is more conducive to CSR,
SMEs or MNCs, when compared in a similar national setting, and findings have

been mixed.

2.3.ER & HRM in SMEs and MNCs

Studies on ER & HRM are often reported separately for SMEs and MNCs. One
dilemma SMEs face in their attempt to improve business performance is the
choice of adopting universal HRM best practices or a contingency approach. The
former assumes that there is a set of best ER or HRM practices (such as those of
workforce planning, recruitment, selection, training and development, appraisal
and evaluation, wages and fringe benefits administration) that are universally
effective in all situations. Adopting them leads to superior organizational per-
formance. The latter approach directs SMEs to adopt ER & HRM practices that
take into account local constraints and limitations, such as labor unions and na-
tional cultural norms (Edwards et al., 2016, and see the specific relevance of em-
ployment relations in Wilkinson, 1999; Kinnie et al., 1999; Mallett & Wapshott,
2017). It suggests that to be effective, ER & HRM policies must be consistent with
specific characteristics of the organization and its external environment, and better
performance is based on external and internal fit (Cooper & Burke, 2011; Burke,
2011; Fabi et al., 2009; Harney & Dundon, 2006).

ER & HRM practices in MNCs are also a result of a choice between the centra-
lized, ethnocentric, uniform, and homogeneous policy of the MNC country of
origin, and a policy of localization of practices according to local conditions
(Edwards et al., 2016). The research of Dabi¢ et al. (2020) on HRD in SMEs ana-

lyzes the demanding effort to attract, compensate, motivate, and retain em-
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ployees in SMEs, and to carry out successful talent management (TM). It does
not refer, however, to the critical role played by the owner-manager in HRD in
general, and in management in particular.

In both SMEs and MNCs, the real patterns of ER & HRM policies and prac-
tices are not found at the extreme ends of the theoretical choices, and display a
mix with different emphases (Edwards et al., 2016; Maharjan & Sekiguchi, 2016;
Chen et al., 2018; Yu, Park, & Cho, 2007, Sheehan, 2013). We found no consis-
tent support for the argument that the HRM practices of SMEs are ad hoc, op-
portunistic, and vary from one organization to the next (Tsai, 2010: p. 1693); see
the summarizing tables of HRM practices in SMEs: Brand and Bax, 2002: p. 453
and Burke, 2011: p. 20).

3. A Model of ER & HRM CSR Practices in SMEs and MNEs
3.1. Model Variables and Relationships

To develop our model, we combined two inquiry levels: a macro institutional and
resource-based view and a mezzo level of organizational behavior (O’Connor et
al., 2017; Dabi¢ et al., 2020). To the best of our knowledge, there have yet to be
studies that focus on the detailed differences in ER & HRM CSR related-practices
in SMEs compared to MNCs (e.g. Harney & Nolan, 2014 which address HRM in
SMEs do not address the differences between them and MNCs in the context of
CSR). This is the focus of our study.

ER & HRM may deviate from other responsibility areas of CSR (environment,
society, corporate governance, product responsibility), therefore firms may re-
spond differently to local and global forces and constraints. This observation on
the uniqueness of ER & HRM practices in the realm of other CSR practices has
been initially reported by Bar-Haim and Karassin (2018). In that study, we found
that ER & HRM practices are not fully at the discretion and subject to the influ-
ence of firms. These practices are not part of the firms’ voluntary (beyond com-
pliance) CSR policies, but rather are dominated by external regulatory require-
ments and proved to be within compliance-oriented corporate social behavior
rather than beyond compliance CSR. In the current model, we revisit this find-
ing to examine whether differences can be found between SMEs and MNCs
nevertheless.

The following model on the use of ER & HRM CSR by SMEs and MNCs con-
trols for three sets of variables: two sets of institutional variables and one set of
managers’ orientation towards CSR (Figure 1). The institutional variables ad-
dress the institutional environment in which corporations operate and are re-
quired to follow appropriate CSR practices, pursuant to legal, social, and cultural
pressures (Campbell, 2007). Institutional theory conceptualizes CSR as the re-
sponsibility of firms to behave in a fashion that is “desirable in terms of objec-
tives and values of society” (Bowen, 1953: p. 6) and to bring “corporate behavior

up to a level where it is congruent with prevailing social norms, values and
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SMEs MNCs

1. Regulatory demands

2. Perceived stakeholders’ *
influence

3. Managers’ orientation

y

ER & HRM
CSR-related
practices

Source: Authors

Figure 1. A model of ER & HRM CSR practices in SMEs and MNCs.

expectations of performance” (Sethi, 1975: p. 62). Yet, perceived institutional
forces reflect also a resource-based view (Dabic et al., 2020) that helps explain the
will and limitations of organizations to pursue CSR-related ER & HRM practices.

We defined and measured two composite institutional variables. First, “regu-
latory demands” are central because they determine the minimum compliance
level and relate the demands made by the regulator from firms. It has been noted
that strong regulation with a credible threat of enforcement is necessary for vo-
luntary self-regulation CSR to be effective and achieve beyond compliance levels
(Lenox & Nash, 2003; Bansal & Roth, 2000, Bansal, 2005; Karassin & Bar-Haim,
2019).

Second is a composite variable, the “perceived stakeholders’ influence” of
managers, which measures the perceived influence of external stakeholders on
the performance of the firm in the field of CSR in direct or informal ways
(Freeman, 1984). Stakeholders are by nature diverse and may include a multi-
tude of actors and groups, acting at the local, national, and supra-national levels.
Stakeholders are likely to include the firm’s customers, employees, suppliers, fi-
nancial institutions such as banks and insurers, the surrounding community,
and NGOs (Donaldson & Preston, 1995; Clarkson, 1995). Stakeholders influence
the adoption of CSR practices through the market and supply chain (Mohr &
Webb, 2005). Despite possible conflicting interests, the prevailing view has been
that stakeholders influence CSR (Corcoran & Shackman, 2007; Ditlev-Simonsen &
Wenstop, 2013; O’Riordan & Fairbrass, 2014). Answering stakeholders” CSR ex-
pectations may benefit the firm by increasing revenues or reducing costs, in-
creasing the firm’s competitiveness, and promoting innovation (Waddock &
Graves, 1997). Stakeholders also influence firms’ social responsibility through
public pressure, negative media attention, and potential damage to reputation
(van Erp, 2011; Thornton et al., 2009).
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We added managers’ CSR orientation as a control variable because its positive
manifestation is likely to have a strong influence on firm-level CSR engagement
(Weaver et al., 1999a) and outcomes (Hemingway, 2005; Aguilera & Jackson,
2010). Both instrumental reasons (the perception that CSR is good for business)
and normative ones (a sense of responsibility and duty - doing good) are possi-
ble motivations for CSP (Bansal & Roth, 2000; Graafland et al., 2007; Mudrack,
2007). One study has shown that organizations that undertake CSR programs
because of external influences, without commitment by management, engage in
“decoupled CSR activities”, which are disconnected from ongoing core business
activities (Weaver et al., 1999b).

3.2. Research Hypotheses

The literature reviewed above does not provide an unequivocal answer to our
research question, whether the type of business organization (MNCs or SMEs)
affects the CSR-related ER & HRM practice. We therefore suggest the following
exploratory hypotheses:

H1: SMEs and MNCs working in the same country are expected to differ sub-
stantially in their CSR-related ER & HRM practices.

This hypothesis rests on the established differences in goals, strategies, struc-
tures, resources, environments, and management between these two types of
business organizations.

We formulated additional exploratory hypotheses regarding the inconclusive
findings concerning the advantage of SMEs in applying CSR-related ER & HRM
practices.

H2: Local (national) regulatory demands strengthen CSR practices of ER &
HRM in SMEs more than in MNCs because SMEs are informed only by local
(national) regulators, whereas MNCs are also informed by international and
transnational regulatory standards, which they implement.

H3: ER & HRM CSR practices at SMEs are affected more strongly by per-
ceived local stakeholders’ influence than at MNCs. The reason for this may be
that SMEs are more attuned to community relations affected by local employ-
ment practices.

H4: ER & HRM CSR practices at SMEs are affected more strongly by manag-
ers’ orientation toward CSR than at MNCs. The reason for this may be the
managers’ proximity to the local workforce and community, and their familiari-

ty with them.

4. Empirical Analysis
4.1. The Sample

We investigated 11 Israeli industrial firms (the “firm sample”). At these firms, we
interviewed 54 top managers, an average of 5 managers per firm (“managers’ sam-
ple”). We used an interview guide and codified the answers to the open-ended

questions. In addition, 412 workers of the firms completed a questionnaire, an
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average of 37 workers per firm (“workers’ sample”).

A third of the firm sample consisted of MNCs. The industrial sectors covered
in the firms’ sample were chemical, metal, computer components, electronics,
and optical equipment, rubber and plastic, machinery and equipment. Most of
the firms were privately held and few were publicly traded. Most of the firms
exported over 40% of their products, operating in saturated markets, with na-
tional and international competitors; the rest operated in smaller markets with
fewer competitors. The characteristics of the sample and its geographical cover-
age of the regions of the country suggest that it is an appropriate one for de-
scribing CSR in Israel. The managers’ sample included senior managerial posi-
tions in each enterprise (always including the CEO, CFO, and HRM officer);
28% were female and 72% male. The workers sample was selected randomly;
36% were female and 64% male.

The Israeli industrial sector is required to comply with a variety of employ-
ment-related regulations and organizational health and safety (OHS) regulations,
based on requirements set out in international agreements (Lurie, 2013). Employ-
ment laws specify the rights of salaried employees, and grant them more rights
than to contract workers or self-employed individuals (Ben Israel, 2002). Israeli
industry is subject to comprehensive legislation concerning non-discrimination
and equal opportunities. Examples are The Law of Equal Opportunities at Work
(1988), Collective Bargaining Law (1957), Minimum Wage law (1987), The Law
of Safety in the Workplace (1970), and The Law on the Organization of Inspec-
tion of Work (1954), which requires firms to devise safety plans and appoint
OHS officers (Ben Israel, 2002).

4.2. The Data Set

To measure the model variables, we collected data from the industrial enterprises,
managers, and workers) at different levels of measurement (regulatory records,
organizational records, assessments of performance by managers, and attitudes
of and managers). To analyze all the variables at the same measurement level, we
assigned the mean scores of the 54 managers to the 412 workers. This is an ex-
pansion method, the reverse of the common aggregation method (for this me-
thodology, see Karassin & Bar-Haim, 2016; Bar-Haim & Karassin, 2018). Simi-
larly, we assigned the scores of the regulatory records of the 11 enterprises to the
workers sample.

In this way, we produced a data set of 412 respondents who have the addi-
tional scores of their managers and of their enterprises. To check for obvious
possible biases derived from the considerable differences of sample sizes and va-
riances, we aggregated the mean of the model variables with the managers sam-
ple (N = 54) and the firms sample (N = 11). Next, we examined the patterns of
parametric (Pearson’s r) and non-parametric (Spearman’s rank-order rho) cor-
relations between the variables. Except for 1 out of 45 pairs of correlations in the

model, there were no significant differences between the correlation matrices at
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the level of 412 respondents, of 54 managers, and of 11 firms. Although larger
samples of firms and managers would reduce the risk of bias in the expansion
procedure, the consistent and stable patterns of the correlation matrices reduce

the concern for the reliability of the statistical results.

4.3. Measurement

The CSR-related ER & HRM scale (the dependent variable) is an eight-item scale
covering four areas of CSR-related ER & HRM practices: a) equal remuneration
and employment type (HRM practice), b) freedom of association (employment
practice), ¢) health and safety in work conditions (employment practice), and d)
education and training (HRM practice). Diversity and equal opportunity prac-
tices were excluded because of data inconsistencies. The scale was constructed
using an optimal scaling procedure because the indicators vary in content and
measures (Table 2).3

1) Regulatory demands scale. This scale relates to regulatory employment in-
spections, administrative proceedings, and OHS accident-related inspections
(Table 3). It is constructed using an optimal scaling procedure for the same
measurement reasons mentioned regarding the scale in Table 2 (see footnote 7).

2) Perceived stakeholders’ influence is assessed by managers’ perceptions of the
degree of influence of the various stakeholders on the ongoing activities or the fu-

ture of the firm (responses were provided on a Likert-type scale of 4 categories,

Table 2. Standardized optimal CSR-related ER & HRM scale.

CSR-related ER &

HRM practice Ite Weight N Min. Max. Mean SD
Equal remuneration and 1) % Full-time employees 0.976 412 60.0 99.0 86.511 12.679
employment yPe o/ part.time employees 0728 412 00 296 5100  8.009
3) % Contract workers 0.730 412 -30.0* 0.01 -9.022 10.131

Freedom of association 1) % Employees covered by collective agreement  0.683 412 0.0 100.0  58.766 48.633

2) % Employees belonging to a labor union 0.888 412 0.0 100.0  16.415 34.001

Health and safety in 1) # Absence days per worker due to accidents

0958 412 -4322* -3.00 —412.5 1079.9

work conditions and occupational sickness

2) # Absence days per worker, weighted for size ~ 1.000 412 -17.71* -0.04 -1.766 4.449

Education and training 1) # Annual hours of occupational training per

worker 0.971 412 0.01 105 14.466  26.533
Optimal ER & HRM scale 412 -0.99 2.53 0.0 1.00
Cronbach’s Alpha  Eigenvalue % of Variance
0.978 6.934 86.670

*Minus indicates a positive indicator (fewer contract employees or fewer work accidents)

*When scale items are different in their contents and measures, the reccommended scaling method is

Optimal Scaling, using IBM SPSS optimal scaling procedure. This method combines different meas-

ures into a multi-item scale (Meulman et al., 2004).
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ranging from 1 = No influence to 4 = A great deal of influence) (Table 4).
3) Managers’ orientation toward CSR. This is an additive scale of managers’
attitudes and behavior toward CSR performance, based on three Likert-type

items obtained from the managers’ sample (Table 5).

4.4. Results

We conducted comparisons of SMEs and MNCs on their practices of CSR-related

Table 3. Standardized optimal HRM and employment regulatory demands scale.

Items Weights Min. Max. Mean SD
Random inspections 1.00  0.00 12.00 4.06 3.577
Administrative proceeding 1.00  0.00 3.00 1.09 0.95

OHS accident-related inspections  1.00  0.00 48.00 20.96 16.04

Optimal ER & HRM

-3.33 0.31 0.00 1.00
regulatory demands scale

Cronbach’s Alpha Eigenvalue % of Variance

1.000 3.000 100

Table 4. Perceived stakeholders’ influence.

Item Reliability N Mean SD

Degree of perceived influence of the following stakeholders on the ongoing activities or
the future of the firm

1) Regulator Single item 412 340 0.49
2) Workers Spearman-Brown = 0.55 (2 items) 412 3.28 0.27
3) Community Cronbach a = 0.69 (2 items) 412 242 0.52
4) Financial institutions Cronbach a = 0.69 (2 items) 412 2.09 0.74
5) Customers Cronbach a = 0.71 (2 items) 412 3.38 0.48
6) Suppliers Cronbach a = 0.60 (2 items) 412 2.61 0.46

Table 5. Managers’ orientation scale.

Item N Min.  Max. Mean SD
1) Management emphasizes receiving credible
. . 52 2 4 3.37 0.69
information on CSR performance
2) Management uses various strategies
54 1 4 285 098
to advance CSR goals
3) Management is expected to achieve CSR
. -, . 54 1 4 3.17 0.86
performance in addition to economic performance
Reliability N Mean SD
. . Cronbach a = 0.69
Managers’ orientation scale . 412 3.33 0.32
(3 items)
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ER & HRM performance using t-test and ANCOVA analyses. Table 6 shows that a
simple t-test on the difference of means of ER & HRM between SMEs and MNCs
does not reveal a significant difference. Therefore, H1 in our study is not supported.

In addition, contrary to our hypotheses that the control variables (regulatory
demands, perceived influence of stakeholders, and managers’ orientation to-
wards CSR) will favor ER & HRM practices of CSR in SMEs over MNCs, results
in Table 7 show that most of them were higher in the MNCs than in the SMEs
in our sample. An exception is the perceived influence of workers as stakehold-
ers, where the difference between SMEs and MNCs is not significant. These
findings do not support H2, H3, and H4.

Table 6. Independent samples t-test between SMEs and MNCs on CSR-related ER &
HRM practices.

t-test for Equality of Means
Dependent: ER &

HRM practices ¢ df Sig. Mean Std. Error
(2-tailed) Difference Difference
Equal variances assumed 1.413 410 0.159* 0.150 0.106
Equal variances not assumed  1.306 207.409  0.193* 0.150 0.115

*Not significant.

Table 7. Means of control variables (covariates) in SMEs and MNCs.

Std. Std. Error
Deviation Mean

SME_MNC N Mean
1) Regulatory demands 1SME 283 -0.138  1.183 0.070
2MNC 129 0.304 0.007 0.001
2) Regulator as stakeholder 1SME 283 3278  0.485 0.029
2MNC 129 3.882 0.137 0.012
3) Workers* 1SME 283 3.264 0.239 0.014
2MNC 129 3.246 0.270 0.024
4) Community 1SME 283 2.279 0.519 0.031
2MNC 129 2.581 0.292 0.026
5) Financial institutions 1SME 283 2.327 0.704 0.042
2MNC 129 1.373 0.432 0.038
6) Customers 1SME 283 3.420  0.467 0.028
2MNC 129 3.594 0.466 0.041
7) Suppliers 1SME 283 2.484 0.446 0.027
2MNC 129 2.957 0.164 0.014
8) Managers’ orientation towards CSR 1SME 283 3170  0.236 0.014

2MNC 129 3.657 0.090 0.008

*Mean difference is not significant in t-test whether equal variances is or is not assumed.
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Table 8 shows an ANCOVA analysis that combines the effects of all variables
in the model. The weights of the explaining variables are displayed in the Sum of
Squares column. (For a somewhat comparable strategy, see Orlitzky et al., 2017).
We can see that two variables have a considerable explanatory power: perceived
influence of workers as stakeholders (29% of explained variance) and managers’
orientation toward CSR (23%). Perceived financial institutions as stakeholders
contribute 10% to the explanatory power of the model, and the other variables
make only modest contributions. The difference between SMEs and MNCs on
CSR-related ER & HRM practices, which is central to our thesis, is negligible
(0.5%), and the small size of the sum squares of the regulatory demands is
dwarfed by perceived institutional influence of the stakeholders, and managers’
orientations. The overall power of the model is 84% of the variance of ER &
HRM.

Other parameters in Table 8, Omega squared (w?) (measuring the effect of
each component in the model) and SCC (measuring the relationship between
each component in the model and the dependent variable) reveal that the per-
ceived influence of workers as stakeholders and managers’ orientation have large
effects, and that perceived influence of the regulator has medium w? effects. With
regard to SCC, perceived influence of the regulator as a stakeholder and manag-
ers’ orientation are strongly related to the dependent variable, but note the di-
rection of the correlations of this parameter: perceived influence of workers,
perceived influence of customers, and managers’ orientation are negatively re-
lated to the practices of the ER & HRM scale. Thus, there is no difference in

Table 8. ANCOVA and canonical correlations. The dependent variable is CSR-related ER & HRM.

Source of variance

1) SME_MNC

2) Regulatory demands

3) Influence of regulator

4) Influence of workers

5) Influence of community

6) Influence of financial institutions

7) Influence of customers

8) Influence of suppliers

9) Managers’ orientation towards CSR
Error

Total

Type I Sum %! df Mean B p Omega  Standardized Canonical

of Squares Square Squared (w?) Correlation (SCC)
1.996 0.5% 1 1.00 12.05 <0.001 0.004 1.533
19.038 5% 1 19.04 114.99 <0.001 0.05 1.445
25.013 6% 1 25.01 151.08 <0.001 0.06* 3.717
119.049 29% 1 119.05 719.04 <0.001 0.29** -1.128
10.662 25% 1 10.66 64.40 <0.001 0.03 1.053
42.145 10% 1 42.15 254.55 <0.001 0.10 1.959
12.289 3% 1 12.29 74.23 <0.001 0.03 -2.689
21.304 5% 1 21.30 128.67 <0.001 0.05 1.368
93.946 23% 1 93.95 567.42 <0.001 0.23** -4.618

66.558 16% 402 0.17

412 100%

"We follow Orlitzky et al. (2017) in calculating the percentage of sum squares of each explaining variable, because we apply type I
sums of squares, which sum to 100%. Note our assumed order of the numbered explanatory predictors in the table. *Medium ef-

fect; **Large effect.
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our sample between SMEs and MNCs regarding CSR-related ER & HRM prac-
tices. For both types of business organizations, the mostly negative explanatory
factors are perceived influence of workers as stakeholders and managers’ orien-

tation.

5. Discussion

Contrary to H1, SMEs were not found to have better institutional and manageri-
al conditions for achieving more effective CSR-related ER & HRM practices than
MNCs. This is consistent with similar recent findings that point to the fact that
SMEs and MNCs increasingly face similar institutional environments, as SMEs
are increasingly operating outside their national borders and competing on in-
ternational markets (Dabi¢ et al., 2020). As a result, SMEs engaged in exports
may be exposed to regulatory standards and competitive challenges similar to
those of MNCs. For example, in employment relations, organizational health
and safety (OHS) is protected under international law: the ILO Convention 155,
“Occupational Health & Safety Convention” and Protocol 155, 1981 set the basic
standards for OHS. Although OHS approaches to legislation, regulation, and
enforcement vary among nations, most countries’ standards for health and safe-
ty conditions are highly codified and based on ILO standards at a minimum
(Montero et al., 2009). In view of global standards, which are supported by na-
tional and international labor organizations, the local influence of workers as
stakeholders is weakened, which may explain the negative correlation with the
ER & HRM scale in the case of both SMEs and MNCs.

As noted above, the compliance-oriented nature of CSR-related ER & HRM in
general, and in our study as well, imposes a limit on the degrees of freedom of
intra-organizational mechanisms.* This interpretation is reinforced by studies
that have demonstrated that ER & HRM practices and decision-making are only
partially within the authority and direct control of managers and HR officers
(Novicevic et al.,, 2011, Bar-Haim & Karassin, 2018). In most cases, managers
have less freedom in dealing with ER & HRM issues than in other managerial
domains, such as finance and technology (Boselie et al., 2009). Their managerial
flexibility is constrained by the institutional environment, such as the power of
labor unions and various political factors and conditions (Stachle & Schirmer,
1992). In addition, the ER & HRM function is less influential on management
boards, although it is more important at multinational firms (Sumetzberger,
2005; Jackson & Rathert, 2016). Its dual function in advancing the firm’s inter-
ests and responding to the needs of its workforce weakens its effect internally.
We suggest that these constraints and the ambivalence of the ER & HRM facet
may impede CSR-motivated managers from attaining high performance in this
area at both SMEs and MNCs.

The negative effect of managers’ orientation on ER & HRM may point to a

gap between their proclaimed attitudes, motivations, and strategies regarding

“See Sharon Clarke (2011, Ch. 8, in: Cooper and Burke, 2011) on the poor performance of SMEs on
health and safety.
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CSR and their commitment to excel in matters related to ER & HRM. This gap
between promising policy statements and real performance is described as “de-
coupling” (Graafland & Smid, 2016). Institutional theory suggests that the main
reason for companies to decouple is the tension between the need of a company
to gain social legitimacy and facing pressures it faces to maintain efficiency and
profitability (Graafland & Smid, 2016). The quest for social legitimacy can make
it attractive to uphold the public image of a positive social actor, without com-
mitting to the necessary actions (Harrison & Freeman, 1999). Several studies found
that such legitimacy pressures result in decoupling processes whereby corporate
responses to external demands remain more symbolic than substantive (Jamali,
2010; Okhmatovskiy & David, 2012).

In the case of CSR-related ER & HRM performance, the motivation for de-
coupling may be even stronger because of the less visible nature of ER & HRM
than of the environmental, social, and product aspects of CSR. In other words,
managers may find it easier to create an image of obligation to CSR without ac-
tually taking measures to address ER & HRM beyond compliance. This may oc-
cur because complying with localized international regulatory standards of ER &
HRM satisfies stakeholders” demands and is sufficient to achieve the required
expectations in this field, without exerting the extra effort necessary to imple-
ment beyond compliance activities. In this respect, we did not find differences in
behavior between SMEs and MNCs.

The lack of substantive differences in ER & HRM practices between SMEs and
MNCs may also be explained by the growing influence of CSR as a global busi-
ness agenda and trend in corporate governance (Crowther & Aras, 2010). Globa-
lization has diffused CSR ideas and practices through multiple paths to busi-
nesses worldwide, and is no longer the exclusive domain of MNCs (Scherer &
Palazzo, 2011; Tengblad & Ohlsson 2010; Kaplan & Kinderman, 2017; Preuss,
2019). SMEs are able to learn ER & HRM practices and serve as vehicles for the
diffusion of CSR ideals, and they seem to implement these to degrees that are
not substantially different from those of MNCs, attesting to the forces exerted by
transnational diffusion on these issues (Ayuso et al., 2013; Morsing & Perrini
2009). At the same time, the adoption of CSR practices by MNCs adjusts to local
institutional circumstances to address local stakeholder preferences and expecta-
tions. Scholarly work has stressed the institutional and cultural embeddedness of
some of the CSR aspects and related practices (Jackson & Apostolakou, 2010;
Kinderman, 2009; Aguilera & Jackson, 2010). Hence, ER & HRM practices ap-
pear to converge to a large degree. The internationalization of CSR, as well as ER
& HRM, pushes SMEs to adopt global norms and standards, whereas MNCs ad-
just practices to fit local demands and expectations, thereby continually reducing

gaps in actual practice.

6. Conclusion

The obvious limitations of our sample size and the geographic focus on Israeli
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SMEs and MNCs require caution in generalizing the results. The study is based
on a sample from a small OECD country. According to the study model, institu-
tional cultural and economic variations between countries may affect the results
and limit the ability to generalize them. Yet, the study should be replicable in
other countries because of our relatively straightforward data collection method.
Future studies should broaden the scope of the dependent ER/HRM variable and
extend the sample size, potentially adding firms from several countries for com-
parison.

This study may be of importance to the CSR field, because it demonstrates
that contrary to other spheres of CSR, such as environment and society, ER &
HRM practices are not fully at the discretion of the firms and therefore there are
no significant differences between the practices of MNCs and SMEs in these
areas. The common factors that drive differences in the use of CSR-related ER &
HRM practices are institutional variables and managerial orientation rather than
the multinational or local profile of the businesses. In both forms of enterprise,
the use ER & HRM practices of CSR remains highly dependent on external in-
stitutional pressures and managerial behavior. These external pressures are re-
sponsible for its use, although not all regulatory demands and stakeholder pres-
sures may have the same force or direction. For SMEs as well as MNCs, these ef-
fects contrast with the limited power and freedom of action that internal organi-
zational mechanisms hold over ER & HRM. The negative relationship of manag-
ers’ orientation toward CSR and the use of its ER & HRM practices accentuates
the ambivalent nature of CSR-related ER & HRM practices as well as the ambi-
valence of managers towards its use, irrespective of whether the corporation is
an SME or MNC.

From a managerial perspective, reducing the ambiguity of CSR-related ER &
HRM practices is achievable through strict compliance with regulatory demands
in this area. In most developed countries, ER & HRM regulation is usually based
on international standards; therefore, compliance achieves the basic goals of
CSR-related ER & HRM and preserves the reputation of responsible employers,
without striving for beyond compliance performance. But firms engaged in CSR
programs can adopt beyond compliance CSR practices in the area of ER & HRM
within the framework of strategic HRM of the firm. Strategic HRM may incor-
porate CSR practices of ER & HRM as part of its vision and needs, not only for

the sake of compliance with local and international standards.
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