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In both practice-oriented and academic discourses the concepts of corporate social re-
sponsibility (CSR) and human resource management (HRM) are often treated sepa-
rately. It 1s argued here that this is an outdated approach. Starting from the observa-
tion that organisations develop towards open systems, it becomes obvious that CSR
and HRM are intertwined. In open systems cooperative action is based on the willing-
ness of humans to bring in and develop their talents as part of communities of work.
The proper functioning of organisations becomes dependent on shared values be-
tween networks of people. At the same time these networks broaden the perception
of what (new) roles and functions organisation should fulfil. This brings in the notion
of CSR. Organisations are expected to encompass a broadening range of responsibili-
ties combining the delivery of added value in the market place with broadening re-
sponsibilities. These developments require a repositioning of the role and perception
of HRM towards a new strategic approach labelled here as Human Value Manage-
ment. This paper offers an exploration of this HVM approach by comparing it to
HRM and linking it to CSR. As such it offers a conceptual framework enabling the
formulation of a series of questions for future research.
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1. Introduction

The position and function of the business enterprise in contemporary society is
changing. On the one hand business is still focused on the customer and the market
place. Consequently, much attention needs to be paid to how emerging issues are mn-
ternally organised to deliver added value(s) to the customers. Parallel to this more mn-
ternally-oriented development, organisations have to function mn a more and more
complex soctetal context. Doing business is no longer only making profits; organisa-
tions also have to behave in a way we have gradually started to call “socially responsi-
ble”. This quest for new and expanding responsibilities — often called Corporate Soctal
Responsibility (CSR) — implies taking into account issues beyond the conventional
business scope. CSR refers to a growing appeal asking organisations to take a broader
“soctal responsibility” into account, behaving accordingly in a accountable manner
thus behaving as “good corporate citizens”. CSR can thus be seen as internalising ex-
ternalities in the broader societal context. In the worldwide quest for developing an
ISO-standard for CSR many parties consider the following definition of CSR (ISO
26000: 13):
“Social Responsibility refers to the activities of an organization aimed at contributing to a
sustainable society and environment, as well as maintaining the organization’s continued
existence, by minimizing negative impacts and maximizing positive impacts on the society
and environment through proactive stakeholder communications and engagement
throughout the organization’s sphere of influence. Social responsibility is about organiza-
tional initiatives that start with, but go beyond, meeting legal requirements and that con-
tribute to social acceptance. An organization only obtains its social acceptance by observ-
ing national laws and applicable international agreements and by responding to an ever-
changing society that has constantly changing expectations”.
The central undetlying notion is that organisations should act beyond their classic
“business” boundaries, not only generating profit but also (and at the same time) con-
tributing to the “glue” and “cohesion” of society, taking into account the social and
ecological environment. This challenges the belief, most established in Anglo-Saxon
economies, that social issues are peripheral to the challenges of corporate manage-
ment. A fundamental reason for the emergence of the CSR debate 1s the interconnec-
tivity, mnterdependence and increasing transactivity of the organisation with its social,
political, economical and ecological environment. Classical organisational boundaries
have become more or less obsolete or redundant. What once was ‘outside’ the organi-
sation is now ‘inside’ and vice versa. An organisation s forced to be an open ‘system’
operating as a flexible network i an unpredictable and complex environment. Key
words mn the CSR debate at large are, among others, transparency, accountability and
inclusivity. Given the developments of the past decade m this field it 1s reasonable to
assume that CSR 1s indeed becoming important. As companies seem to move from
being social factors into social actors, they are faced with new strategic issues. Or as
Davis (2005) states “...companies must build social 1ssues mnto (their) strategy i a way
that reflects their actual business importance.” A very good example of this develop-
ment is the pharmaceutical firm Novo Nordisk. This organisation has incorporated
societal goals (the fight agamnst diabetes) into the companies mission, goals and
strategy. Likewise the logistics company TNT gives support to the Wortld Food
Program.
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It 1s at the interface of the organisation and its context that the importance of
CSR really becomes apparent. Organisations can no longer just produce a good or de-
liver a service and bring it to the “market place”. Organisations have to make clear
what their function in society is and what societal 1ssues and problems mean to them,
which one’s they will address and how they will address them. The challenge is to in-
corporate externalities in organisational actions while at the same time using the capa-
bilities and capacities of the organisation to contribute to the traditional business role.
In essence CSR addresses the reconfiguration of the balance between mstitutions that
together make up society (Habisch/Jonker 2005). This implies the development of so-
cial capital in addition to (organisational) human capital (Schoemaker/Jonker 2005).
While human capital refers to the capabilities and virtues of the workforce, social capi-
tal refers to the shared values and active connections that bind members of networks
together and make cooperative action possible.’ The consequence of this wider socie-
tal perspective 1s a number of new organisational themes are emerging, such as values,
identity and internal competence development (Jonker/Schoemaker 2004). Organisa-
tions depend more and more on their social capital to be able to combine the delivery
of added value in the market place with social responsibility (Cohen/Prusak 2001).

These themes taken as a whole suggest an emerging movement towards a value(s)-
driven perspective of the organisation. In order to become visible this perspective needs
to be translated mnto a business strategy and materialise 1 a subsequent business propo-
sition. This perspective puts a strong emphasis not only on the changing role of the
company as a societal actor, but also on its employees as being the everyday human rep-
resentatives of that organisation. As a consequence they ought to be the primary carriers
of the organisational values, thus representing the organisation’s identity. On the con-
trary, in the contemporary human resource (HRM) debate a strong one-dimensional
emphasis is put on internal performance management (Paauwe 2004). The focus is on
optimising organisational processes through the use of dedicated human resources. This
focus 1s grounded in an mmplicit view of the organisation as a closed system. The grow-
ing attention to CSR and social capital suggests that this closed-system perspective is
more and more under pressure. Against this background it becomes relevant to mnves-
tigate the possible relations between human resources management, corporate social
responsibility and social capital.

This leads to a central question we would like to explore here. What is the nature
and possible impact of the relation between corporate social responsibility (CSR) and social capital
(SC) on human resonrce management (HRM)¢ Furthermore we would like to investigate
what the possible consequences are for the existing mainstream conception of HRM?
These questions will be elaborated by succinctly exploring the different capital discus-
sions. More particularly we will highlight the development of social capital. We pre-
sume that a balanced configuration of diverse (tangible and intangible) capitals is a
prerequisite for the organisation to function as an open system. After this exploration

1 If the core of CSR is about expanding responsibilities how does that relate to social capi-
tal? We think that when CSR is approached as a fundamental issue it is not only about
addressing social (and) (or) environmental issue but also about maintaining the ‘stock’ of
social capital in a specific community.
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we will continue by proposing a limited number of strategies useful in developing
these capitals. After this exploration of the possible consequences for HRM we will
conclusively propose an agenda for further research based on what we call the con-
cept of the responsible organisation. Central to this concept and the research agenda
stands the hypothesis that the “density” of social capital influences the effectiveness
of the organisation as an open system (McEwan 2001). The creation and maintenance
of this density should be a fundamental part of a deliberate organisational strategy in
that respect. This exploration will finally advocate that in the future HRM should be
gradually replaced by Human Value Management (HVM).

2. The organisation as an open system

The contemporary organisation can be seen as an open system. The production of
goods and the creation and delivery of services occurs in value-chains and networks
mainly functioning beyond the boundaries of the conventional conception of the
functional organisation. Goods are created from raw materials, services are created
from human-transformed information and applied knowledge. Both are derived from
(business) concepts, and materialise on the basis of a portfolio of processes. In earlier
days this could be done i a ‘closed’” workplace, where labour and capital was brought
in and (mostly) physical goods were produced. Everything happened in one location,
sequential in time. Once produced, the goods or services were brought to the market-
place. In the present this is different. The production of goods as well as many set-
vices has become complex — taking place across time at various locations sometimes
sequential, sometimes parallel. The dynamics, due to changes in the environment, due
to short production and innovation cycles, have grown. As a result of these develop-
ments over the last decade the rise of the networked organisation can be observed.
This networked organisation can be distinguished from “pure” networks (e.g. net-
works of professionals in the consultancy industry) to networked strategic alliances
e.g. the automotive industry where many organisations interact and work together to
construct cars. This implies that the modern organisation operates as a nexus of flexi-
ble networks where production in space and time 1s often fragmented and displaced
(Castells 2000; Schoemaker 2003a). This is the open system in everyday organisational
practice. But not all organisations have (yet) evolved into networks — nor will all exist-
ing organisations do so. The pace of organisational change and the reactions of or-
ganisations towards changes in the environment differ. In section three we’ll describe
different strategies towards change.

This open system concept of the networked organisation has two consequences.
On the one hand managers and employees have to be aware for whom and with
whom they are working. Since complexity and dynamics have grown m the modern
organisation, so has unpredictability and uncertainty. In order to produce, managers
are depending on other actors in the value-chains and networks. This was to a certain
extend also true in the industrial age where organisations were seen as closed systems
since e.g. employees were managed as if they were machmes. However, if the organi-
sation 1s converted into an open system, the manageability of work and “makeability”
of the organisation has diminished. In order to stay in business, the interaction and
amalgamation of organisations with other organisations becomes a prerequusite for
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survival if not continuity. Professionals have to interact with others; networks with
networks. This increased interaction perspective becomes crucial despite the fact that
organisations have become more technology concentrated. No doubt structures and
systems are important but the intelligent collaboration between humans 1s the only
reason that value-chains and networks function (Collins/Poras 2000). A first conse-
quence of the transformation of the organisation into an open system is its depend-
ency on human capital in order to make it work. Later we will refer to this as the (hu-
man) talent and social capital dependency of the contemporary organisation.

On the other hand, organisations as open systems are forced to become transpar-
ent — a primordial condition for interaction and collaboration. Every day they mnteract
with customers, government, NGOs, media etc. This is especially true in the service
industry where employees have thousands of interactive moments with stakeholders
every day. Due to this, the appraisal of the performance of an organisation by stake-
holders has become an economic and a social appraisal: economic in terms of turn-
over, profit, quality-price, market value, and social i terms of: “do they practise what
they preachr”. This social side of the performance-appraisal is becoming more and
more important in an age where conventional ‘industries” are moving into delivering
services. Based on transparency, external stakeholders can judge the behaviour of em-
ployees on a day-to-day basis. This growing need for transparency — not as a kind of
mantra but a day-to-day fact of organisational life — requires from employees aware-
ness of their acts and how their behaviour shapes the organisation as a constant and
dynamic flux hardly framed by a classical structure and chains of command. So a sec-
ond consequence of the organisation as an open system 1s the growing importance of
the behaviour of employees as part of the economic and “soctal” performance ap-
praisal of external stakeholders.

So far, some of the consequences of the organisation as an open system have
been described. If we want to elaborate these further, 1t becomes relevant to look at
some fundamental changes in society and stipulate the consequences of those changes
for organising®. We also want to look briefly at these changes in order to be able to
describe the implications for strategic personnel management. Jonker and Schoemaker
(2005: 3) have identified seven changes in society that have vast and often still unex-
plored consequences for how organisations operate:

1. A sheft in the balance of power between the market, government and soctety: govern-
ments are withdrawing — or at least struggling with their position — and market
organisations are becoming influential actors.

2. 'The ecwlogical exploitation. The ecological footprint of different societies demon-
strates that never before has mankind consumed its natural resources at such a

2 We have an interesting additional debate here: do dynamics in the context stimulate orga-
nisations to become open systems or is it the other way around. Is the fact that organisa-
tions are by themselves seeking for organisational configurations with a more open or
loosely coupled character igniting the dynamics in the context? Although we implicitly as-
sume a kind of outside-in causality in this paper the other way around is worth investiga-
tng.
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rapid pace. Despite vigorous efforts to bring this to a slower pace, no evocative
signs in that respect can be observed.

3. The appearance of new societal divides, not only i terms of economic access but also mn
terms of technological and educational access.

4. The creation of a soctety based npon spaces and structured around flows, networks
and instant arrangements.

5. 'The rise of a society based npon individualism instead of collectivism grounded in a
bundle of legitimising rights — the citizen becomes a consumer.

6. The shift of the dominant ‘wotld perspective’, leading to a puzzling ‘shbal village
view” of a society no longer based on a geographical, locally historical or cultural
regularity.

7. Finally, the changng influence of (traditional) institutional arrangements created by the
nation state and others thus impacting the social fabric and -cohesion.

These changes imply that organisations in general, including NGOs and civil society,
are becoming mmplicitly responsible for trying to find ways to recalibrate the ‘distorted’
balance between institutions in society (Jonker/Welford 2005). In that respect organi-
sations can no long perceive themselves as societal fators, they already have to become
societal acfors. Many organisations are mn the middle of a process of discovery (Cramer
et al. 2004) to act in response to this growing demand for a changing responsibility.
They are in a process of discovering CSR as a strategic issue and are developing and
implementing CSR-related strategies. However, the notion of CSR covers such a
broad field of issues that it is difficult to focus on and elaborate a specific approach.
What even makes it a bit puzzling 1s that it can be developed from many different an-
gles. Yet what all this demonstrates is that corporate social responsibility —leaving
aside whether this is an acronym that will last — has indeed become an important man-
agement 1ssue.

Unfortunately we won’t elaborate any further on that discussion here. In re-
sponse we will propose in section three a number of CSR strategies. We conclude for
now that when an organisation 1s (re)acting as a societal actor towards these changes
in society, thus trying to embed CSR in its strategy and day-to-day operations, this
organisation can be labelled as responsive.

3. Emerging strategies for CSR

Based on our research so far three CSR strategies have been identified (Nijjhof et al.
2004): (1) risk orientation, (2) identity orientation and (3) world-view perspective. We
developed these labels while in the process of discovering how organisations combine
doing business whilst mn parallel shaping their newly percetved responsibilities. Fur-
thermore the outcomes of this research provide some preliminary insights into how
organisations implement CSR. The results of this research show that these strategies
not only differ in scope, but also in the underpinning (collective) competencies used
to be successful in a changing environment. Before looking at the consequences of
these findings, we’ll first elaborate on the content of the three different strategies.
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1. Risk orientation on CSR (outside-in)

Companies that choose a risk orientation towards CSR will most likely experience a
high exposure on societal issues. It might be that the size of the company s such that
it sees CSR as unavoidable. Visibility, therefore, 1s one of the reasons to opt for a risk
orientation. Also, if the production process mnvolves danger, a risk orientation s a
logical choice. If such a situation 1s at hand there will most likely already be contact or
confrontation with NGOs. It might also be that the company produces a highly con-
tested product, such as genetically modified food ingredients. What also could be the
case is that they have to deal with issues regarding labour conditions in developing
countries such as health (HIV) or child labour. Finally, in the case of high environ-
mental emissions a risk ortentation seems to be more appropriate than any of the o-
ther two strategic approaches. Therefore the main drivers for CSR are to be found in
the external environment of the company. Of course, internal values, motives and
drivers can be complementary. CSR in this approach is about risk control, about safe-
guarding the reputation of the company (van Tulder/van der Zwart 2005). Through
CSR the company tries to live up to the expectations of stakeholders and to provide
an answer to external demands. Entering into a dialogue to learn more about de-
mands, criticism, and suggestions 1s an integrated part of CSR in this approach.
Through specific projects a company can try to satisfy the needs and demands of ex-
ternal parties such as NGOs. Typical questions that guide the discovery of and strat-
egy development of CSR in this approach are: “Who are relevant stakeholders?”,
“What is an appropriate way to learn about their needs and expectations?” and “How
to balance the diverse interests of different stakeholders?” Given its responsive char-
acter a risk orientation tends to be defensive in nature trying to avoid reputation and
legal damage.

2. Identity orientation on CSK (inside-ont)

The main issue in a strategic inside-out approach of CSR is describing and strengthen-
ing the organisational identity, and then communicating it to the outside world. In a
typical situation, there are no huge risks or immediate urgency that need to be taken
care of. Environmental emissions are not particularly harmful, poisonous or visible
and the reputation of the company 1s not one of a huge polluter. The product or ser-
vices are not likely to be very controversial either. There are no major issues such as,
for instance, child labour to deal with. The characteristic company that chooses this
approach is not likely to have many disputes with its direct surroundings. What drives
such a company then towards taking up the issue of CSR? It might be the top man-
agement, the CEO who declares that the company ‘must act responsibly’. Or it might
be that the market that the company 1s active in 1s considered to be ‘sensitive’, for mn-
stance health-care, drugs or food. Or maybe the employees are urging the company to
get engaged in CSR more strongly. The main focus of CSR is not to deal with very
specific 1ssues or risks. It 1s about defining the corporate identity, making the company
more transparent, trying to develop a system of accounting for one’s actions (Dris-
coll/Hoffman 2000). The main purpose is not to have a dialogue per se. The commu-
nication process is mostly one-sided: inside — out. It 1s about exploring and defining
CSR above all internally and then informing stakeholders. Typical questions for or-
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ganisations working on CSR from an identity orientation are: “What is our role in so-
ciety?”, “What are our values?” and “How can we incorporate and strengthen our val-
ues in our operations? “ Given its mnternally value driven focus this strategic approach
1s closely related to the value-driven organisational approach elaborated previously.

3. World view orientation on CSR (integrated)

There is a third group of companies that approach CSR from a wotld view orienta-
tion. The main difference with the previous strategies is that the focus shifts from the
role of a single organisation towards the roles and responsibilities of different stake-
holders, like suppliers, consumers and governments, in the whole production and
consumption chain. Typically, organisations adopting a world-view orientation on
CSR make their own organisation subservient to contributing to the gradual solution
of an important societal issue. These companies are also called double goal companies
because they explicitly acknowledge issues like animal rights or employee equality as
company goals next to an economic objective. Well known examples are The Body
Shop and Ben & Jerries. In this strategy, meaning is developed through reflecting on
the role and function of the organisation in the whole production and consumption
chain. The important goals of this strategy are not only to reduce environmental dam-
age or social inequalities. What is fundamental here is the awareness that the issues at
hand are too complex and too far-reaching to be solved by one stakeholder or one or-
ganisation alone. It 1s the intentional joint effort(s) of the various parties involved that
could lead to adequately addressing and if possible solving the problem. It should
come as no sutrprise that the main drivers for CSR stem from the interaction and dia-
logue with a diverse groups of stakeholders. Balancing their needs and expectations
and translating these into activities aimed at incorporating CSR into the entire supply-
(and) (or) production chain could be considered the final target. The issues worth ad-
dressing arise from various stakeholder dialogues. In these dialogues the roles and re-
sponsibilities of the parties involved are also discussed and clarified as well as com-
mon- and mdividual “profits”. Central questions here are: “Who are the relevant par-
ties given a particular production and consumption chain? 7, “What can be the contri-
bution of each of these parties to solve the issues at hand?” and “How can we stimu-
late partnerships and other forms of action in order to initiate a joint approach?” The
answers to these questions must lead to activities in core processes in order to make
this strategy relevant for the whole value chain. Given its encompassing focus this
strategic approach is the most complex to put into use. For the people mvolved it re-
quires 2 way of thinking that goes definitely beyond classical organisational bounda-
ries. It also can be hypothesised that when applied fully-fledged it has the ability to in-
corporate the previous two approaches and as such offers fertile ground for advancing
the thinking on CSR in strategic terms. An overview of the different archetypical ori-
entations towards CSR is presented in Figure 1.

When we relate these research findings to the previously elaborated notion of so-
cial capital it becomes noticeable that organisations use their social capital mn different
ways. Organisations using the strategy of a #isk orientation stick more to a traditional
approach to human resource management. This HRM approach is based on the para-
digmatic assumption that the organisation is a closed system. Organisations using the
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