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Existing literature focusing on the impact of corporate sustainable responsibility (CSR) on employees can 

be broadly divided into two streams. One stream focuses on how CSR affects potential employees, sug-

gesting that it contributes to increasing the attractiveness of a company by creating a good reputation for it. 

The other stream focuses on the impact of CSR on current employees, suggesting that CSR, including en-

vironmentally responsible behavior, positively influences corporate reputation and, in turn, employee 

commitment. The study empirically investigates the role of CSR in its three dimensions - environmental, 

social, and governance in retaining employees at an organizational level (i.e., employee turnover). This 

study uses a global firm-level dataset of 632 observations for 2005-2013 from Bloomberg Professional 

Service, regressing employee turnover on CSR activities in manufacturing, non-manufacturing, and energy 

and utilities industries. The results indicate that activities in the environmental dimension do not signifi-

cantly affect the retention of employees. In the social dimension, CSR training has a significant effect on 

retaining employees in all industries, but is not robust in each of the three industries. In the governance 

dimension, few governance activities affect employee retention in the manufacturing and energy and utilities 

industries, although some governance policies (such as the percentage of women on the board of directors) 

reduce employee turnover rate in the non-manufacturing industry. This difference appears to be due to in-

dustry characteristics regarding the extent of fluidity of the labor market. 

 

   Key Words : CSR, ESG initiatives, CSR training, employee turnover, global firms 

 

 

1. INTRODUCTION 
 

The realm of corporate social responsibility (CSR) 

has attracted the attention of scholars and managers 

for decades
1)

. Much attention has been paid toward 

identifying how CSR initiatives may lead to gaining 

certain competitive advantages
2)

. Numerous scholars 

have argued that CSR creates a positive impact by 

allowing better access to valuable resources
3)

, at-

tracting and retaining higher quality employees 
4), 5)

, 

allowing for better marketing of products and ser-

vices 
6)

, among others.  

This study focuses on the advantages that CSR 

provides in terms of strategic human resource man-

agement (HRM), particularly in employee retention. 

Human resources are recognized as one of the most 

important sources of competitive advantage
7)

. A 

company’s success is increasingly attributed to its 

ability to attract, motivate, and retain a pool of tal-

ented workers
8)

. At the same time, CSR initiatives 

are increasingly associated with better HRM prac-

tices and are also seen as an important and effective 

way to attract, motivate, and retain the pool of em-

ployees
9)

. This is because CSR reveals the values of 

the company to existing and potential employees and 

can be considered a part of the “employee value 

proposition.” Moreover, from the perspective of the 

social identification theory, CSR contributes to or-

ganizational commitment as it facilitates the feeling 

of organizational membership and self-identification 

as a socially responsible member of society by virtue 

of belonging to a reputable company.   

Existing literature focusing on the impact of CSR 

on employees can be broadly divided into two 
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streams. The first stream concentrates on how CSR 

affects potential employees
10), 4), 5)

; studies suggest 

that CSR contributes to greater employer attrac-

tiveness by creating a good reputation or increasing 

the company’s trustworthiness.  

The second stream of literature focuses on the 

impact of CSR on current employees. One of the 

important topics here is the role of CSR in retaining 

existing employees. For instance, through a survey of 

4,712 employees, Brammer et al. (2007)
11)

 examined 

the impact of CSR on organizational commitment 

and reported that external CSR is positively related 

to organizational commitment, with the contribution 

of CSR to organizational commitment being at least 

as great as job satisfaction. Turker (2008)
12)

 con-

ducted a survey of 269 business professionals in 

Turkey and revealed that CSR toward social and 

non-social stakeholders, employees, and customers 

were the significant predictors of organizational 

commitment. The study by Dogl and Holtbrugge 

(2014)
13)

, which was based on a survey of 215 firms 

in China, Germany, India, and the United States, 

reported that a company’s environmentally respon-

sible behavior positively influences its environmen-

tal reputation and, in turn, employee commitment. 

The vast majority of studies in this area is based on 

self-reported surveys and focuses on the individual 

level of analysis that provides an insight into the 

underlying mechanisms linking CSR with its out-

comes.  

This study investigates the role of CSR initiatives 

in retaining employees, considering an organiza-

tional level outcome, namely, employee turnover, 

and provides evidence at an organizational level of 

analysis. In particular, we empirically investigate 

how engagement in CSR, namely in its three di-

mensions, environmental, social, and governance, 

affects employee turnover in companies worldwide 

in three industries: energy and utilities, manufac-

turing, and non-manufacturing. Our study addresses 

questions such as what kind of CSR activities are 

most effective in minimizing employee turnover, and 

whether the impact of CSR initiatives on turnover 

differs across the industries. Following the findings, 

the implications of how socially responsible business 

practices may benefit companies and their employ-

ees are discussed.  

 

 

2. MATERIALS AND METHODS  
 

 (1) Model 

Despite the considerable attention devoted to the 

topic of CSR, the literature in this area remains 

fragmented and there is some uncertainty about its 

definition
1), 14)

. We have used the definition sug-

gested by Business for Social Responsibility (2000), 

regarded as one of those most frequently referred 

to
14)

, which defines CSR as “business deci-

sion-making linked to ethical values, compliance 

with legal requirements, and respect for people, 

communities, and the environment.” The definition 

covers the three main dimensions of CSR, namely 

environmental, social, and governance (ESG). These 

three dimensions, along with the economic dimen-

sion, are traditionally used for social responsibility 

performance evaluation and reporting
15)

. Therefore, 

in this study, CSR is treated as a multi-dimensional 

construct that contains these ESG dimensions. Fur-

ther, each dimension includes two sub-dimensions – 

policy and performance. Subsequently, we investi-

gate the effect of the components of each 

sub-dimension on the employee turnover rate. It 

should be noted that the “performance” 

sub-dimension does not include cost-related items 

due to a lack of observations in the data available for 

this study.  

The relationship between the company`s em-

ployee turnover rate and ESG dimensions (including 

the “policy” and “performance” sub-dimensions) of 

CSR is studied using the following regression model: 

 

 Turnover =β1∙Epolicy +β2∙Eratio+β3Spolicy 

+β4 CSRTrain +β5 Fatality +Β6Gpolicy 

+β7Compliance+β8IndDir+β9WoBoard

+β10Aage +β11AudMeet +β12ESGLink 

+β13Score+β14Controls+αi+αt+e 

(1) 

 

where αi and αt denote the fixed effects of firm i and 

year t, respectively and e denotes the error term. 

Using the coefficient in the equation, we test the 

relationship between each variable and the employee 

turnover rate. Dependent variable Turnover denotes 

the number of employees that left the company 

within the past year, expressed as a percentage of the 

average total number of employees. Each inde-

pendent variable used in the model is described be-

low, with its expected sign hypothesized.  

 

a) Environmental dimension 

The policy sub-dimension is represented by the 

Epolicy variable, which indicates the degree of im-

plementation of environmental policies. Perfor-

mance is measured by Eratio, which refers to the 

energy efficiency of the company as environmental 

responsibility is increasingly being demanded by 

employees. For example, Bauer and Aiman-Smith 

(1996)
16)

 conclude that companies with a positive 
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approach to the environment are perceived as more 

attractive employers, while findings by Dogl and 

Holtbrugge (2014)
13)

 suggest that a company’s en-

vironmental responsibility positively influences 

employees’ organizational commitment. Therefore, 

we expect a negative sign of Eratio and Epolicy to 

employee turnover.  

 

b) Social dimension 

Spolicy indicates the degree of the company’s 

implementation of social policies. The expected sign 

of Spolicy is negative to turnover because imple-

mentation of social policies ensures a favorable work 

environment and provides opportunities and other 

benefits apart from remuneration, which are part of 

the employee value proposition. The performance 

sub-dimension is represented by CSRTrain and Fa-

tality variables. CSRTrain indicates whether the 

company has conducted CSR training for employees. 

We expect a negative sign of CSRTrain to employee 

turnover for the following reasons: first, training is a 

direct investment by the company into human capi-

tal. Second, the implementation of CSR training in 

the company contributes to a better communication 

of its values to the employees. Thus, it would con-

tribute to higher commitment to the company
11)

 and 

subsequently, a lower employee turnover rate. Fa-

tality expresses the degree of fatality cases in the 

company. The expected sign of Fatality to turnover 

is positive because a higher fatality ratio indicates 

potential danger to the life of the employee caused by 

worsening working conditions, inadequate safety 

and training, and other management practices, which 

subsequently leads to a decline in commitment. 

 

c)  Governance dimension 
The expected sign of Gpolicy, Compliance, 

IndDir, AudMeet, ESGLink, and Score to turnover is 

negative because these factors contribute to the 

promotion of transparency, accountability, an ethical 

code of conduct, and commitment to ESG goals. 

This, in turn, facilitates a more favorable and trust-

worthy working environment. The expected sign of 

WoBoard to turnover is negative because having 

women among Board members would promote equal 

opportunities for women and consideration of their 

needs at the workplace, and subsequently lead to 

lower female employee turnover rate. It can be es-

pecially significant for industries with more female 

employees such as retailing or services. The ex-

pected sign of BAge to turnover is positive because 

younger Board members, as well as executives, 

would be more receptive to the current dynamic 

environment and changing needs of employees. 

Controls denotes control variables for firms, with 

firm-specific characteristics. We use four control 

variables: firm size (Size), return on assets (ROA), 

capital labor ratio (lnKL), and labor efficiency 

(lnLEff). 

 
(2) Data 

This study uses global firm data from Bloomberg 

Professional Service in the period 2005 - 2013. The 

data include ESG data, financial data, and CDP data. 

The sample contains 632 observations in three in-

dustry categories: energy and utilities (142 observa-

tions), manufacturing (366 observations), and 

non-manufacturing (124 observations). The sample 

excludes the financial industry due to the lack of 

observations, as only 11 observations have been 

identified.   

Variables Epolicy and Spolicy refer to the number 

of environmental and social policies implemented by 

the company. Both Epolicy and Spolicy are opera-

tionalized as the sum of dummy variables. Each 

dummy variable refers to one of seven environmental 

or one of five social policies respectively. The types 

and descriptions of the policies are provided in Ta-

ble 1 and Table 2.  

Environmental efficiency is measured by the log-

arithm of sales divided by the company’s total energy 

consumption (Eratio). Fatality ratio (Fatality) is 

calculated as the number of fatality cases in a certain 

year divided by the total number of employees of the 

company. We use dummy variables to measure the 

implementation of CSR training (CSRtrain), Busi-

ness ethics policy (Gpolicy), and the linking of ex-

ecutives’ compensations to ESG goals (ESGLink). 

Compliance is operationalized as the sum of three 

dummy variables that indicate whether the company 

complies with GRI criteria, whether it is a signatory 

to the UN Global Compact, and if its application 

level was checked by the GRI. Independent directors 

and women on the Board are measured as a per-

centage of total Board membership. In order to 

measure the degree of ESC disclosure (Score), we 

use a proprietary Bloomberg score. 

Control variables include firm size (Size), return 

on assets (ROA), capital labor ratio (lnKL), and labor 

efficiency (lnLEff). Size denotes the natural loga-

rithm of the firm’s total assets. ROA is calculated as 

earnings before tax (EBIT) divided by total assets. 

lnKP is the logarithm of the capital labor ratio, cal-

culated as net fixed assets divided by the number of 

employees. lnLEff denotes the logarithm of labor 

productivity, calculated as revenue divided by the 

total number of employees. Table 3 shows the de-

scriptive statistics.  
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Table 1 Description of environmental policies 

 

 

Table 2 Description of social policies 

 

No Policy Description 

1 Equal Opportunity Policy Indicates whether the company has made a proactive commitment to 

ensure non-discrimination against any type of demographic group 

2 Fair Remuneration Policy Indicates if the company has demonstrated a group wide commitment to 

ensure payment of fair wage (could be defined as minimum, living or 

some other criteria) to all Group employees, even in those countries that 

do not legally require a minimum wage 

3 Health and Safety Policy Refers to the fact whether the company has recognized its health and 

safety risks and responsibilities and is making any effort to improve the 

management of employee health and/ or employee safety 

4 Human Rights Policy Indicates if the company has implemented any initiatives to ensure the 

protection of the rights of all people it works with 

5 Training Policy Indicates whether the company has implemented any initiatives to train 

new and existing employees on career development, education or skills 

 

a) Employee turnover rate 

Since human capital is central to a company’s 

performance, employee turnover is an important 

issue that may create significant challenges for the 

company. In HRM studies, employee turnover is an 

important metric as it has a significant cost implica-

tion, influences the overall business performance, 

and has the potential to become difficult to control
17)

. 

In this study, we refer to employee turnover as “the 

number of employees that left the company within 

the past year expressed as a percentage of the aver-

age total number of employees.” Employee depar-

tures affect the company in terms of financial costs 

as well as intangible knowledge and productivi-

ty-related costs. The loss of talented employees im-

pedes a company’s ability to innovate and develop 

new products as well as its relational capital such as 

its relationship with customers, investors, and other 

stakeholders.  

Employee turnover rate tends to differ across in-

dustries. Our sample contains three industry catego-

ries: energy and utilities, manufacturing, and 

non-manufacturing. In the sample, the mean value of 

employee turnover differs across industry categories, 

namely, 8% in energy and utility, 10.53% in the 

manufacturing industry, and 14.05% in the 

non-manufacturing industry. When considering why 

employee turnover differs across industries, it is 

necessary to consider industry characteristics.

No Policy Description 

1 Biodiversity Policy Indicates whether the company has implemented any initiatives  to 

ensure the protection of biodiversity 

2 Climate Change Policy Indicates whether the company has outlined its intentions to help re-

duce global emissions of the Greenhouse Gases that cause climate 

change through its ongoing operations and/or the use of its products and 

services 

3 Emission Reduction Policy Indicates whether the company has implemented any initiatives to re-

duce its emissions to atmosphere 

4 Energy Efficiency Policy Indicates whether the company has implemented any initiatives to 

make its use of energy more efficient 

5 Environmental Quality 

Management Policy 

Indicates whether the company has introduced any kind of environ-

mental quality management and/ or environmental management system 

to help to reduce the environmental footprint of its operations 

6 Green Building Policy Indicates whether the company has taken any steps towards using en-

vironmental technologies/ or environmental principles in the design 

and construction of its buildings 

7 Waste Reduction Policy Indicates whether the company has implemented any initiatives to re-

duce the waste generated during the course of its operations 
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Table 3 Descriptive statistics 

Variable Description obs mean s.d min max 

Dependent variable       

Turnover Employee turnover rate  which refers to  

number of employees that left the com-

pany within the past year expressed as the 

percentage of the average total number of 

employees 

632 10.65 6.07 0.06 33 

Independent variables       

Environmental       

Policy Epolicy Indicates the number of environmental 

policies implemented by company 

632 4.32 1.23 0 7 

Performance Eratio Energy efficiency calculated as logarithm 

of sales divided by total energy con-

sumption 

632 21.49 1.93 16.43 26.38 

Social       

Policy Spolicy Indicates the number of social policies 

implemented 

632 3.64 0.82 0 5 

Performance CSRtrain Indicates whether company conducts CSR 

trainings 

632 0.09 0.28 0 1 

Fatality Fatality ratio, calculated as number of 

fatality cases divided by total number of 

employees  

632 0.00 0.00 0 0.00 

Governance       

Policy Gpolicy Refers to Business ethics policy 632 0.94 0.24 0 1 

Compli-

ance 

Indicates company’s compliance to in-

ternational regulations. Includes: GRI 

criteria compliance; Signatory to UN 

Global compact, Whether application 

level was checked by GRI 

632 0.63 0.80 0 3 

Performance IndDir Indicates % of Independent Directors 632 66.31 21.74 10 100 

WoBoard Indicates % of women on Board 632 13.80 10.51 0 60 

BAge Board’s average age 632 58.83 3.94 46.08 70.33 

AudMeet Indicates the number of Board’s Audit 

Meetings conducted  

632 6.57 4.35 0 57 

ESGLink Indicates whether the executives’ com-

pensation is linked to ESG goals 

632 0.05 0.22 0 1 

Score Bloomberg’s ESG disclosure score  632 52.41 9.51 24.79 85.12 

Control variables       

ROA Return on Assets, calculated as EBIT 

divided by total assets 

632 0.10 0.09 −0.11 0.88 

lnKL Logarithm of capital labour ratio, calcu-

lated as fixed assets divided by number of 

employees 

632 12.34 1.66 7.68 17.76 

Size Logarithm of total assets 632 23.42 1.43 18.46 27.25 

lnLEff Logarithm of labor efficiency, calculated 

as logarithm of sales divided on total 

number of employees 

632 13.00 0.96 10.25 17.63 
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Traditionally, the energy and utilities sector rates 

lowest in terms of employee turnover
18)

, and many 

factors have contributed to this. First, companies in 

this industry used to enjoy a stable environment and 

profits, due to continuously growing energy demand 

and high entry barriers and thus relatively low 

competition. Second, the sector remains highly reg-

ulated. It is regulated in terms of price as many 

companies continue to be owned by the state or are 

regarded by the authorities as natural monopolies, 

preventing such companies from earning abnormal 

profits but allowing reasonable profits. Moreover, it 

is strongly regulated in social and environmental 

areas such as workplace safety, polluting the at-

mosphere, etc. Finally, since working in this industry 

typically requires specific skills, companies spend 

more to recruit and train new employees (per hire 

cost in the utilities industry is $3,936 as compared to 

$2,549 in retail/wholesale trade
18)

 and provide more 

inducement, such as benefits, to retain their staff. 

However, despite the overall relatively low em-

ployee turnover rate across the industry, it has be-

come an increasingly problematic issue. Recently, 

the industry has been undergoing significant changes 

driven by a shift toward green power sources, a 

changing business and customer management model, 

deregulation, and increasing competition
19)

. Under 

such circumstances, according to the PwC 14
th
 An-

nual CEO Survey (2011)
20)

, 61% of surveyed CEOs 

in the oil and gas industry indicated that over the next 

three years, they were concerned about "competitors 

recruiting some of their best people." Additionally, 

64% of these same CEOs believed that "there is a 

limited supply of talent with the right skills." PwC 

research indicates that utilities are losing workers at 

an accelerating rate. The voluntary turnover rate 

increased by a full percentage point between 2010 

and 2012, and for high performers and early tenured 

employees, the rate of separation was especially 

high
21)

. 

The manufacturing industry is characterized by 

moderate or low employee turnover rate. By defini-

tion, this industry is not regarded as “green” as 

working at a manufacturing site may be connected to 

certain risks to employees’ health. Therefore, similar 

to the energy and utility industry, the manufacturing 

industry is subject to various local and international 

mandatory standards and regulations in terms of their 

environmental and social performance. Moreover, 

working in manufacturing also requires certain 

skills, suggesting more hiring and training costs, 

which induces employers to provide more social 

benefits in order to retain their staff. Focus on social 

aspects, as well as high competition in the manufact- 
 

Table 4 Governance performance across industries 

 

Table 5 Employee turnover: Descriptive statistics across 

 indutries 

 

 

uring industry, makes companies pay more attention 

to governance initiatives, which in turn contributes 

to lower employee turnover. For instance, as 

demonstrated in Table 4, in our sample, across all 

industry categories, the manufacturing industry has 

the best performance in the governance area.  

It should be noted that cluster-level endogeneity 

might appear in the regression for “all industries” 

case. This is because employee turnover rate differs 

across different industries (Table 5), which provides 

that clusters appear based on employee turnover. 

Therefore, along with “all industries” level regres-

sion, we will check the robustness of results by re-

gressing model in each of three industries. 
 

 

3.  RESULTS 

 
Table 6 demonstrates the regression results for 

four cases: all industries, energy and utility, manu-

facturing, and non-manufacturing. In the case of all 

industries, among ESG dimensions, results are found 

in the social and governance dimensions. No statis-

tically significant findings are identified in the en-

vironmental dimension, which implies that it is the 

least relevant for explanation of employee turnover. 

In the social dimension, employee turnover re-

sponses are statistically negatively on CSR training, 

which indicates that implementation of CSR training 

contributes to the decrease of employee turnover. 

This is in line with our hypothesized sign and sup-

ports the findings of Brammer et. al. (2007)
11)

 that 

training enhances organizational commitment. They 

Variable (manufactur-

ing) 

mean 

(non-manufac

-turing) 

mean 

(energy and 

utilities) 

mean 

Gpolicy 0.96 0.89 0.93 

Comp 1.66 1.46 1.69 

IndDir 67.19 65.33 64.89 

WoBoard 13.98 15.55 11.82 

BAge 59.16 57.55 59.08 

AudMeet 6.26 5.72 8.13 

ESGLink 0.07 0.03 0.03 

Score 52.84 48.80 54.45 

Variable obs mean s.d min max 

Turnover      

All industries 632 10.65 6.07 0.06 33 

Manufacturing  366 10.53 5.11 0.85 32 

Non-manufacturing 124 14.05 8.16 2 33 

Energy and utility 142 8.00 4.65 0.06 30 
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suggest that training has a direct benefit to employ-

ees through corporate investment in employee hu-

man capital. Additionally, from the perspective of 

social identity theory, it provides an indirect benefit 

through employee identification with the company’s 

CSR. Moreover, we suggest that the implementation 

of CSR training increases the awareness of em-

ployees about the firm’s ESG performance and, in 

this way, effectively communicates the firm’s value 

to its employees. 

A positive relationship between turnover and 

business ethics policy (Gpolicy variable), which is 

contrary to our hypothesis, can be explained by the 

increased recognition of ethical guidelines in com-

panies with high employee turnover rate as an ef-

fective instrument for promoting a trustworthy and 

favorable working environment, and subsequently 

for retaining employees. However, when we check 

the robustness of this effect in each industrial re-

gression, this positive relationship is not seen in any 

of three industry.  

In the case of the manufacturing industry, no sta-

tistically significant results were found in any ESG 

dimension. The only statistically significant rela-

tionship with employee turnover was identified with 

control variable ROA. Such results may be explained 

by the industry characteristics such as environmental 

and social regulations and social benefits for em-

ployees. They minimize environmental impact, cre-

ate more favorable working conditions, and subse-

quently explain the lack of employee’s concern over 

environmental and social issues when compared to 

factors such as ROA. As for governance dimension, 

no significant results with respect to employee 

turnover may be explained by the industry’s high 

overall performance in this area. 

In the non-manufacturing industry, statistically 

significant results are found in the governance di-

mension, namely, for the percentage of women on 

the Board, implementation of the Board’s audit 

meetings, and the linking of executives’ compensa-

tions to ESG goals and disclosure. In particular, the 

results indicate that a higher percentage of women on 

the Board contribute to the decrease of employee 

turnover. This is because women representativeness 

at the executive and Board level promotes a better 

consideration of interests and needs of this demo-

graphic group, which is significant in 

non-manufacturing industries. Furthermore, em-

ployee turnover responds statistically negatively on 

implementation of Board’s audit meetings and link-

ing of executives’ compensations to the ESG goals.   

This suggests that such governance measures en-

courage an environment of accountability and trans- 
 

Table 6 Regression analysis 

 

Notes: ***, **, and * denote significances at the 1%, 5%, and 

10% level, respectively. Coefficients are without parentheses, 

and standard errors are in parentheses. 

 

parency, enhance executives’ commitment to ESG 

objectives, and in turn facilitates employee com-

mitment. The results are in line with our hypothesis 

of the expected sign for these variables. Employees’ 

concern over governance in this industry can be 

partially explained by the greater number of female 

Variable (1)  

all in-

dustries 

(2)  

energy 

and utility 

(3) 

non-manu

facturing 

(4)  

manu-

facturing 

Dep.variable: Turnover 

Epolicy −0.18 −1.02 −0.81 −0.15 

 (0.23) (0.68) (0.54) (0.30) 

Eratio 1.14 2.42 2.55 0.79 

 (0.78) (1.55) (2.74) (1.17) 

Spolicy 0.05 −0.02 −0.43 5.16 

 (0.31) (0.67) (0.81) (0.44) 

CSRTrain −1.43* −1.34 −1.77 −0.90 

 (0.74) (1.81) (1.89) (0.94) 

Fatality 885.17 1365.36 −2004.91 651.31 

 (579.00) (1117.71) (3448.79) (686.75) 

Gpolicy 3.50*** 2.52 1.16 2.23 

 (1.04) (3.46) (1.57) (2.44) 

Compliance −0.37 −1.32 −1.10 −0.43 

 (0.36) (0.57) (0.85) (0.48) 

IndDir 0.03 0.49 −0.06 0.33 

 (0.02) (0.06) (0.73) (0.02) 

WoBoard 0.03 0.03 −0.28** 0.06 

 (0.03) (0.06) (0.12) (0.04) 

BAge 0.02 −0.21 0.00 0.16 

 (0.93) (0.19) (0.27) (0.13) 

AudMeet −0.05 0.02 −0.53** −0.14 

 (0.05) (0.07) (0.26) (0.11) 

ESGLink 0.09 1.22 −5.69** 1.01 

 (0.91) (2.44) (2.72) (1.01) 

Score 0.05  0.36*** 0.31** −0.43 

 (0.40) (0.12) (0.12) (0.05) 

ROA −7.31**        3.29      −0.96 −11.55** 

 (3.67) (11.09) (9.04) (4.57) 

lnKL −0.26 −0.09 9.48*** −0.88 

 (0.38) (0.44) (2.56) (1.39) 

Size −0.16 4.49** 0.39 0.11 

 (0.83) (2.00) (3.07) (1.43) 

lnLEff 0.62 1.82 −0.90 0.69 

 (0.83) (1.35) (3.07) (1.35) 

Constant −22.41 −180.03*** −154.32* −17.46 

 (22.10) (59.35) (80.68) (30.94) 

Firm fixed 

effects 
Yes Yes Yes Yes 

Year fixed 

effects 
Yes Yes Yes Yes 

obs 632 142 124 366 

year 05-13 05-13 05-13 05-13 

Within 

R-squared 
0.14 0.40 0.53 0.19 

Overall 

R-squared 
0.04 0.001 0.03 0.03 
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workers who have stronger preferences for discre-

tionary behavior and fair working practices
11)

. 

At the same time, the positive sign of the result 

obtained for ESG disclosure score is contrary to the 

hypothesized one. Such a result can imply that in 

companies with high employee turnover, managers 

facilitate disclosure as an instrument to retain em-

ployees. This, in fact, is in line with legitimacy the-

ory, which posits that organizations continually seek 

to ensure that they operate within the bounds, norms, 

and expectations of respective societies or targeted 

groups. In our case, it implies that knowing the em-

ployees’ expectations of more transparency and dis-

closure, companies uses it to decrease employee 

turnover. Moreover, Deegan (2002)
23)

 suggests that, 

consistent with resource dependence theory, legiti-

macy theory suggests that if managers consider that 

the supply of a particular resource is vital to com-

pany survival, they will pursue strategies to ensure 

the continued supply of that resource. Targeted dis-

closure is mentioned among such strategies. 

In the energy and utility industry, among all ESG 

variables, employee turnover responded statistically 

significant only to ESG disclosure. None of the sig-

nificant results in the environmental and social di-

mensions can be explained the same way as in the 

manufacturing industry case, namely by strong en-

vironmental regulations imposed for the industry and 

a socially protected, favorable working environment. 

Similar to the non-manufacturing industry case, the 

positive sign of this relationship can be explained 

from the legitimacy theory perspective. It implies 

that in companies with a growing employee turnover 

rate, ESG disclosure has been facilitated to enhance 

organizational commitment. 

 

 

4. CONCLUSION 

 
CSR initiatives are increasingly believed to be an 

important instrument to retain employees. This study 

empirically examines how CSR, namely ESG initia-

tives, affects employee turnover in companies 

worldwide and in three industries – energy and util-

ities, manufacturing, and non-manufacturing.  

The overall result suggests that initiatives in the 

environmental dimension do not significantly affect 

employee turnover. In the social dimension, our 

findings indicate that employee turnover responds 

statistically negatively to the implementation of CSR 

training. It contributes to a decrease in employee 

turnover as it helps to communicate the company’s 

value more effectively, provides a direct benefit to 

employee through investment into human capital, 

and an indirect benefit through employee identifica-

tion with the company’s CSR. Further, in the gov-

ernance dimension, the statistically positive response 

of employee turnover on business ethics policy 

suggests an increased attention to such policies at 

workplaces with high employee turnover, as fairness 

and equality at workplace contributes to higher or-

ganizational commitment. However, this relationship 

is not robust across all three industries.  

Findings for separate industry cases suggest sev-

eral conclusions. First, in the manufacturing indus-

try, employee turnover is not significantly affected 

by CSR activities. Second, in the non-manufacturing 

industry, employee turnover is responsive to gov-

ernance initiatives such as the percentage of women 

on the Board, implementation of the Board’s audit 

meetings, and linking executive’s compensations to 

ESG goals and disclosure. This finding emphasizes 

these employees’ concern over fairness, transpar-

ency, and accountability, which is partially explained 

by the non-manufacturing industry employing more 

female workers than male workers and their strong 

preferences for transparent and fair working prac-

tices. In the energy and utilities industry, a signifi-

cant relationship to turnover rate is found only with 

ESG disclosure, while its positive sign suggests 

greater disclosure as a reaction to increasing concern 

over employee turnover.  

This study contributes to existing literature by 

adding to the evidence on the important role of CSR 

initiatives in employee turnover reduction. Results 

are obtained at an organizational level of analysis 

and are in congruence with the existing studies 

which, on an individual level of analysis, suggest that 

CSR initiatives contribute to higher organizational 

commitment
24), 11), 12)

. At the same time, this study has 

significant limitations. First, we used a simple model 

with no mediators or moderators taken into account, 

which does not allow for the consideration of un-

derlying mechanisms linking CSR initiatives to 

lower employee turnover rate. Moreover, the sample 

used for the study is limited to 632 observations due 

to a wide range of independent variables and the 

limitations of available data.  

The findings of this study have practical implica-

tions for managers. First, the results confirm that 

some CSR initiatives, particularly in social and 

governance dimensions, can be an effective tool to 

influence employee turnover. Companies should pay 

special attention to the implementation of CSR 

training and Business Ethic Policies. The imple-

mentation of CSR training will help to communicate 

and reveal the values of the company to employees 

and increase organizational commitment by invest-
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ing in employee human capital and facilitating em-

ployee identification with company. The introduc-

tion of ethical guidelines in the company will en-

hance fairness and equality, contribute to the crea-

tion of a favorable work environment, and subse-

quently to higher organizational commitment and 

lower employee turnover.  

Moreover, ESG initiatives, as a measure against 

high employee turnover, should be implemented 

with consideration of employee needs, bearing in 

mind the particular industry and industry character-

istics. For instance, according to our results, em-

ployees in the non-manufacturing industry show 

more concern about governance initiatives such as an 

increased percentage of women on the Board, im-

plementation of Board’s audit meetings, and linking 

executives’ compensations to ESG goals and dis-

closure. As already mentioned, this can be partially 

explained by more female workers and their strong  

preferences for transparent and fair working prac-

tices. Therefore, promotion of equality, discretionary 

behavior, transparency, and accountability at the 

workplace as measures for enhancing employee 

commitment is effective in non-manufacturing in-

dustries, and can be successfully practiced at work-

places where female employment is currently en-

couraged. Given the recent changes in the energy and 

utility industry, and growing concern about em-

ployee turnover, companies in these industries 

should put more efforts into articulating their values 

to existing employees and signaling it to potential 

employees, which can be effectively managed 

through extensive CSR training and ESG disclosure 

respectively.  
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