PAGE  
A draft prepared for the Doctoral Tutorial in Accounting, 28.-29.5.2008, Vaasa
Hannele Mäkelä, University of Tampere, Finland, hannele.makela@uta.fi


Construction of the social dimension of CSR in corporate disclosures

Hannele Mäkelä

Assistant of Accounting and Finance

Department of Economics and Accounting

FIN-33014 University of Tampere, Finland

Tel.+358 40 554 5068, +358 3 3551 6840, Fax +358 3 3551 7214

hannele.makela@uta.fi
Please note: this is a preliminary draft!

Abstract: After several years of on-going debate, the corporate social responsibility (CSR) is still a major issue today, both on the level of doctrines and in the business practices. However, CSR has an ambiguous meaning and, in fact, no common understanding of the concept seems to exist. This applies especially to the social dimension of CSR.


Enhancing short-term profitability through, for instance, massive lay-offs may 
simultaneously have adverse effects in the long run, since the human and intellectual 
capital are major elements in the long-term success of a company. This study focuses on a context where the companies need to consider possible tensions in such situations. Finland – where companies typically have skilled personnel with an academic degree but also high production costs – serves well as an example of a country where companies are facing challenges of this kind. During the past few years, several companies in Finland have announced massive lay-offs as a part of their profitability improvement programs.


The study analyses the annual reports of 15 Finnish companies and examines, how companies conceptualize this relationship in their public disclosures. Through this the paper adds on understanding of the underlying issues of CSR. Following social constructionism and discourse analytic approaches corporate disclosures are here seen as [one] medium in which the social reality is constructed.

The aim of the study is twofold. Firstly, it seeks to deconstruct the meaning of the 
social dimension of CSR in this particular context. Secondly, it aims at adding 
understanding on the relationship between the role of the human-related issues in the companies’ long-term success and the short-term profitability targets the companies need to meet.

Introduction

During the 21st century, we have witnessed a huge increase in the amount of issues of corporate social responsibility (hereafter CSR), in public media debate but also in academic discussion as well as in corporate talk. We know that during the last 15 years or more companies have been using lots of resources in the name of CSR actions, for instance in a form of in producing impressive CSR reports (Bebbington, Larrinaga & Moneva 2008). Also in academia, the area has gained increasing interest since 1970’s (see e.g. Gray 2001, Gray, Kouhy & Lavers, 1995 and more recently Bebbington et al. 2008, Owen 2008) and we see no change coming (more on the opposite). After several years of on-going debate, CSR is still a major issue today, both on the level of doctrines and in the business practices. 

There are several issues that have raised the interest in CSR. Lately these have included e.g. global warming and – what is in the interest of this study – the profitability improvement programs of multinational corporations (MNCs). As MNCs are major actors in society and they undeniably have a lot of power, they therefore also have a strong influence on these events. MNCs have also taken initiative to carry responsibility for instance in a form of CSR reports. In the light of this recent globalization process with its effects on companies operating in the global markets, the question on the corporate responsibility is becoming more and more important. Companies cannot afford missing any possible competitive advantage, and CSR might offer that for example in a form of risk management or legitimating purposes (Bebbington et al. 2008). Other reasons for increased CSR or sustainability thinking might include change (?) in society’s values and/or the raising concern over the future of our planet.

The general globalisation development has opened and enlarged the markets and thus increased competition for companies. It has also removed barriers from global businesses to close their facilities in one country and open new facilities in another. These actions are often made in order to be closer to the customer markets or to get cheaper resources, often work force and/or raw materials. The ultimate objectives of the corporations are to be more efficient, to generate more profit and value to the shareholders, often in the short-term. Enhancing short-term profitability through, for instance, massive lay-offs may simultaneously have adverse effects in the long run, since the human and intellectual capital are major elements in the long-term success of a company. This study focuses on a context where the companies need to consider possible tensions in such situations. Finland – where companies typically have skilled personnel with an academic degree but also high production costs – serves well as an example of a country where companies are facing challenges of this kind. During the past few years, several companies in Finland have announced massive lay-offs as a part of their profitability improvement programs.

Also in accounting research, we have seen numerous studies on the field of CSR (see e.g. Gray 2002, Owen 2008), mainly published in the following scientific journals: Accounting, Organizations and Society, Accounting, Auditing & Accountability Journal and Accounting Forum. The studies have covered mainly the environmental dimension of CSR and/or have quite dominantly focused on CSR reporting. Meanwhile, the social dimension has gained surprisingly little attention, probably due to its complex nature and varying content. GRI (Global Reporting Initiative) that provides general guidelines for companies on how to report on CSR includes e.g. following aspects to the social dimension of CSR: employee’s well being, product safety, societal engagement, gender equality and child labour. However, based on the ongoing debate in media, CSR seems to have an ambiguous meaning and, in fact, no common understanding of the concept seems to exist. This applies especially to the social dimension of CSR. This might be due to the fact that companies operate in different kind of business environments that vary from each other in terms of culture, legislation etc., and corporate responsibility is very much a context-related issue. However, it is important to gain understanding on the social dimension and the social responsibilities of an MNC.

The paper analyses how is the concept of the social dimension of the CSR represented in the corporate disclosures, mainly focusing on the employees and human issues. In order to create understanding on the meaning of the concept through looking at it in a specific context, this study focuses on how the concept of the social dimension of CSR is (re)constructed in the language used in corporate disclosures. However, this study does not focus on the social dimension alone, but is interested in firm, industry and country settings where the social and economical aspects need to be considered together. The paper seeks to create understanding on the concept of social dimension when interfacing the economical pressure the companies need to handle.

To create understanding on the concept it is important to analyse and understand how is the concept used and (re)constructed in the society. In particular, this study is interested in how language constructs phenomena and focuses on the role of language as a medium of (re)framing and (re)constructing concepts, phenomenon and social practices in the social reality. Quoting Phillips and Hardy (2002) “language does not simply reflect some underlying reality but, instead, has an active role in (re)constructing phenomenon in the social reality”. In this study the corporate disclosures are seen as [one] medium in which social reality is constructed. Through looking at the annual reports of the case companies, the study aims to create understanding on the relationship between the role of the human-related issues in the long-term success of the company and the short-term profitability targets the company needs to meet. In this study I examine how is this relationship (re)constructed in annual reports. Analysing this kind of events can contribute to the understanding of the global business challenges and requirements in relation to the employee issues, but also to the understanding on the (use) of the concept of the social dimension of CSR.

The aim of the study is twofold. Firstly, it seeks to deconstruct the meaning of the social dimension of CSR in this particular context. Secondly, it aims at adding understanding on the relationship between the role of the human-related issues in the companies’ long-term success and the short-term profitability targets the companies need to meet.

Theoretical perspectives, previous literature
In the area of corporate social responsibility, also when related to the studies focusing on the CSR reporting, theories quite commonly used include e.g. legitimacy theory and institutional theory (see e.g. Gray, Owen & Adams 1996). Especially the legitimacy theory has been used to explain motivations for CSR reporting. Naturally the idea of accountability is also important in terms of providing information to the stakeholders.
This study has its focus and emphasize on the empirical findings. Following Livesey (2001, 2000), Tregidga and Milne (2006) and Laine (2005) that focused on constructing the meanings of environmental aspects and sustainability in corporate reporting, the paper at hand is interested in how are the issues including to the social dimension of CSR used, reported and conceptualized in corporate disclosures. 

Data and methods
An empirical dataset consists of the annual reports and possible standalone CSR reports of four Finnish companies during eight years, from 2000 to 2007. The companies include UPM, Stora Enso, Marimekko and Fiskars.  

These specific companies have been chosen for numerous reasons. Firstly, all the companies are typical Finnish companies, meaning that they have a long history of operations and therefore they are strongly rooted to Finland. The chosen companies are also connected to the Finnish culture in more abstract way, as they all have a reputation on being really “Finnish” (whatever that means); the forestry companies of course due to the traditional role of forestry industry in Finland, and Marimekko as well as Fiskars that have strong influence on the image of Finnish design. Moreover, all the companies are operating in highly competitive global markets, with high expectations on cost efficiency. 

All the companies have also emphasized the meaning and importance of employees in creating sustainable long-term profitability. On the other hand, some of the companies have announced massive profitability improvement programs in order to create more value to shareholders. As a part of these profitability improvement programs the companies have relocated – or have at least considered relocation of – their facilities and operations outside Finland, or at least are more and more outsourcing the production to countries with less expensive production costs (than in Finland).

Due to these reasons the companies in question provide an interesting selection of companies for analysing the language companies use to describe their social responsibilities, also alone but as well together with the economic responsibility, i.e. how companies conceptualize this relationship in their public disclosures.
During the time of writing this first, very preliminary version of the paper, the empirical data has been read through once. This first time reading has given a general picture on how the reports look like, what kind of issues are being reported and to what extent etc. The idea was to take a first time notice on possible similarities and differences as well as the rhetoric and argumentation used in reports. The analysis will now continue with more focused and systematic reading of the reports. In total, the reports are going to be read through numerous times. The methodological approach used in this paper is provided by discourse analysis and hermeneutic process. Similar kind of method has been used by e.g. Tregidga and Milne (2006) and Laine (2005), and has been called an interpretive textual analysis.
Tentative results and discussion
Based on the first time reading of the reports, few comments can already be said. Due to the size and available reporting resources of the companies the length and massiveness of reports vary a lot. During the last years the forestry firms have published massive standalone CSR reports, where as the smaller design companies have included the CSR reporting in the annual reports, consisting only on few pages or even few paragraphs on CSR. However, in these reports the social dimension of CSR may be and is reported among other information about employees for instance. Still, the overall tendency seems to be towards integrated reporting, meaning that social and environmental performance is reported together with the economic performance. And for Stora Enso
 and UPM, this is how the 2007 annual reports actually look like.
In their reporting, the companies emphasize strongly the importance of the well-being of their employees. However, it is usually mentioned subordinated to the economic values as the employees are seen to create a resource for the future long-term profitability and success of the company. There are differences in how the companies stress the importance of these aspects and how the companies emphasize their own role in promoting these as an active decision maker and actor. 
In all the reports it is clearly stated that of the three dimensions of CSR, the companies see the economic dimension to be the dominating and most important one. Accounting seems to play an important part in the CSR because of its dominant role in the economic dimension.
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