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Abstract 

In this article we examine how Corporate Social Responsibility (CSR) affects the wage policy 

of firms. At first glance, one may think that socially responsible firms want to attract employees 

via ethical concerns and corporate culture, thereby inducing a negative link between CSR and 

wages. On the other side, socially responsible firms can be expected to increase wages as social 

entrenchment strategies. In order to correct for potential endogeneity bias, we employ a 

simultaneous equation model (SEM) on French data set that includes 13, 186 employees. We 

show that CSR has an ambiguous impact on corporate wage policy depending on the type of 

monetary incentives and employee’s occupation considered. We extend prior research on the 

CSR-wage relationship by distinguishing between different forms of monetary incentives: base 

wage, total wage and premium wage. Our results draw attention to the fact that the employees’ 

occupation do matter. The evidence confirms that the effect of CSR on wage is not to be taken 

for granted: it is wage form and occupation specific.  

Key words: corporate social responsibility; wage compensation; motivation. 

Classification JEL : M14 ; M52 ; J30 ; C30 
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1. Introduction

Today, firms in order to respond to social requests invest intensively in Corporate Social 

Responsibility (CSR). Corporate Social Responsibility refers to socially and environmentally 

friendly actions not only required by law, but going beyond compliance, privately providing 

public goods or voluntarily internalizing externalities (Crifo et al., 2014).  

CSR achieves firm’s advantage in meeting its responsibilities to various stakeholders, such 

as employees, customers and the society at large (Turban and Greening, 1996). However, 

previous studies offer mainly analyses concerning the CSR-financial performance link. Overall, 

existing results tend to converge by showing that firms would benefit financially from social 

performance, or at least that corporate social performance does not destroy shareholder value, 

even if its effect on firm value is not large (Margolis et al., 2009). Despite the considerable 

attention given to this issue in the literature, more investigation of the drivers of CSR is 

necessary to provide further understanding of the subject. From this perspective, recent research 

points to motivation-enhancing human resources practices (wages and rewards) as a key driver 

of CSR decisions, and potential crucial determinants of the CSR-performance relationship 

(Nyborg and Zhang, 2013). Indeed, the literature has overlooked the role of human resources 

(HR) as a potential tool more comprehensive understanding of CSR. Much more evidence is 

needed to analyze the impact of CSR on various outcomes affecting employees (Hofman and 

Newman, 2014; Delmas and Pekovic, 2016, 2018). Actually, little is known about the 

determinants at the employee level, in particular to understand if employees react positively to 

CSR because of wage improvement and/or simply because they are satisfied to be part of a 

socially responsible firm.  

As a signal for corporate culture, CSR can attract good employees, or at least highly 

qualified (Turban and Greening, 1997; Albinger and Freeman, 2000; Backhaus et al., 2002; 
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Grolleau et al., 2012; Burbano, 2016). Green firms can also recruit motivated employees with 

team work values and hereby reduce costly employee turnover (Portney, 2008) or secure firm 

survival and long-term performance (Brekke and Nyborg, 2008). In addition, CSR is positively 

related to firm identification, trust in the employer, organizational commitment, intention to 

stay, job satisfaction, working conditions and organizational citizenship behaviors (Peterson, 

2004; Brammer et al., 2007; Kim et al., 2010; Grolleau et al., 2012; Hofman and Newman, 

2014; Pekovic, 2015; Acharyya and Agarwala, 2020). For instance, recently Acharyya and 

Agarwala (2020) concluded that corporate social performance boosts employee experiences, 

satisfaction and retention what increase the attractiveness of the firm. In turn, positive attitude 

and behavior of employees foster firm’s productivity and profitability (Ahmad et al., 2020). 

Although these studies are informative, they only indicate a part of the story as they ignore 

the direct impact on employee’s wages which can have two conflicting outcomes. If proactive 

human resources policy tends to increase firm performance through productivity (see Delmas 

and Pekovic, 2013, 2018; Edmans, 2011; Jones and Murrell, 2001), motivated employees might 

also be likely to accept lower wages than the fair market value because they are compensated 

through the knowledge that their work satisfies their personal values (Frank, 1996; Gond et al., 

2010; Lanfranchi and Pekovic, 2014). Actually, as corroborated by Krueger et al. (2020), firm’s 

sustainability engagement can be translated in the lower labor costs as sustainable firms can 

attract and retain talent employees with corresponding preferences at lower wages (the 

Sustainability Wage Gap). Furthermore, considering social concerns as non-wage 

compensation, Bolving (2005) argues that social concerns can substitute for monetary 

compensation. As indicated by Burbano (2016), employees are motivated by “purpose” in the 

workplace and are willing to tradeoff monetary benefits for non-monetary benefits. On the 

contrary, it could be that investment in CSR improves employees’ skills and human capital 

(Lanfranchi and Pekovic, 2014) suggesting that they will receive higher wage (Bailey et al., 
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2001). In addition, as indicated by Van Buren and Greenwood (2010), CSR firms can provide 

positive outcomes to employees beyond what is defined by employment contract and workplace 

regulation. For instance, since CSR firms are considered as more profitable, it could be that part 

of their gain goes to employees.  

Overall, proactive CSR can enhance employee productivity through various paths. Yet, 

empirical research on the topic is in its infancy, and many scholars consider that much research 

needs to be conducted before this relationship between CSR, motivation and wages can be fully 

understood. Therefore, in this paper we attempt to evaluate the evidence relating the “tradeoff 

hypothesis” indicating that employees in socially responsible firms are ready to accept lower 

wages, or the argument that working in CSR firm is associated with higher level of employee 

human capital or profit gain sharing implying a positive effect on wages. Therefore, the paper 

is based on two competing hypotheses related to intrinsic versus extrinsic employee motivation.  

 To investigate the effect of CSR on wages, we use three French databases. A matched 

employer-employee database called the Annual Survey of the Cost of Labor and the Wage 

Structure (ECMOSS, 2006) which provides information about employees’ wages and fringe 

benefits what gives us possibility to encompass various forms of employee’s compensations 

comparing to previous analyses (e.g. Bolving, 2005; Nyborg and Zhang 2012).  A database 

called the Organizational Change and Computerization survey (COI, 2006) which provides 

information about firms’ CSR practices (not ratings) in particular on the social (towards 

employees and customers and suppliers) and environmental dimensions. Accordingly, we 

extend Bolving’s (2005) paper by providing more complete measure of CSR.  Finally, the third 

database called the Annual Business Survey (EAE, 2003) provides information about firms’ 

income and export. Noteworthy, the period of the investigation is particularly important as the 

French Government has adopted several labor rules that significantly influenced the economic 
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market and promoted social goals (Crifo et al., 2019). For instance, the Government has 

established a Pension Trust Fund that follows the socially responsible investment principals.  

This paper is organized as follows. Section 2 reviews the core of our analysis proposes a 

theoretical model and builds testable hypotheses. Section 3 presents the data and method. 

Section 4 presents our empirical results and discusses the findings, and section 5 concludes the 

paper. 

 

2. Literature review 

2.1 Corporate Social Responsibility 

 

It is now conventional wisdom to define CSR by relying on the definition adopted by 

the European Commission (2011) for which being responsible means that beyond legal 

constraints, firms take responsibility for their impacts on society. Hence, CSR means firms go 

beyond the law and integrate social, environmental, ethical, human rights and consumer 

concerns into their business operations and core strategy.  In the economics literature, CSR 

strategies are considered as a way of maximizing the creation of shared value and minimizing 

adverse impacts for shareholders and conditional upon the existence of social preferences, 

whereby at least one type of stakeholder (consumers, employees, shareholders, regulators, 

managers, suppliers) values and therefore asks firms to undertake CSR activities (Crifo and 

Forget, 2014).  

But why would firms engage in socially responsible activities, above what is required 

by the law? A standard argument in the economics literature is that when markets are perfect 

(due to perfect competition, perfect information and perfect rationality), production and 

exchange lead to efficient outcomes. In this context, the well-known argument of Friedman 

(1970) states that “there is one and only one social responsibility of business: to use its resources 
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and engage in activities designed to increase its profits so long as it stays within the rules of the 

game that is open and free competition without deception or fraud. (…) Insofar as his actions 

in accord with his “social responsibility” reduce returns to stockholders, he is spending their 

money…Insofar as his actions lower the wages of some employees, he is spending their 

money.” 

However, markets inherently experience imperfections in reality (externalities, public 

goods, market power or asymmetric information), justifying government action, provided that 

such action does not crowd out private initiatives. Yet government failure mitigates or even 

hampers the achievement of Pareto optimal outcomes as well. Hereby neither markets nor 

government imperfections can be analyzed in isolation (Keech et al., 2013). In turn, when both 

markets and governments fail to provide the optimal outcome, room is then left for private firms 

to undertake socially responsible activities as a response to such imperfections that is to go 

beyond legal requirements in order to satisfy social preferences from at least one type of 

stakeholders.  

As developed in Crifo and Forget (2014), a particular category of market imperfections 

may drive CSR decisions, in relation with employee motivation and wages. This category relies 

on contract incompleteness. The incomplete contracting literature (Hart, 1995) considers that 

complete contingent contracts (for which all future events affecting the contractual relationship 

are embedded into the initial contract) are not the rule, rather an exception. Bounded rationality 

and imperfect information imply that contracts are inherently incomplete thereby requiring to 

allocate discretionary power (and authority) to firm executives. Hence, by letting executives 

exercise their discretion in a way favoring the interests of stakeholders other than shareholders, 

CSR strategies may be an efficient tool of incomplete contracts. In fact, when managerial 

discretion is always exercised in favor of one particular party (e.g. shareholders or the 

executives themselves), other stakeholders would be unwilling to do business with the firms. 
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An agency problem in turn arises and needs to be controlled for as CSR activities may be 

undertaken by managers expecting private benefit from it. In this case, CSR strategies are driven 

by incentives in the firm’s agency relationship with its stakeholders, based on internal 

(delegated or organizational) pressure from shareholders, employees and directors notably. 

Hence, among the various drivers of CSR decisions, socially responsible decisions may 

be designed to attracted and retain motivated employees, as a form of delegated responsibility 

(in an incomplete contract framework). Additionally, CSR can have positive effect on 

employees’ attitudes, who might appreciate it beyond profit maximization (Delmas and 

Pekovic, 2016, 2018). But the impact of CSR on wages is not trivial or predetermined. In fact, 

as already questioned by Friedman (1970), the socially responsible businessman is imposing 

some costs on his stockholders, customers and employees for implementing CSR strategies, 

and the appropriate share of this businessman and of the other stakeholders of the company 

remains a crucial question. 

 

2.2 Wages and CSR 

 

The link between wages and CSR is complex because two types of effects are present: 

a productivity and a motivation effect.  

Regarding the productivity effect, CSR strategies towards employees are meant to rely 

on proactive human resources policies which tend to increase skills, human capital and labor 

productivity. This would translate into a positive link between CSR and wages (Delmas and 

Pekovic 2013; Edmans 2011; Jones and Murrell 2001; Bailey et al., 2001). 

The second effect, relying on employee motivation is complicated to apprehend because 

monetary incentives may crowd out/in non-monetary motivation. The idea that non-monetary 

variables play an important role in firms’ compensation and employment policy is not new and 
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goes back to Adam Smith (1776). In Rosen (1974)’s theory of compensating differentials, the 

non-pecuniary components of a job are transformed into their monetary equivalent to quantify 

the value of a job. In this sense, Hedblom et al. (2016) found that an increase of wages from 

$11 per hour to $15 per hour increases application rates by about 33 percent, but also advertising 

the firm as a CSR firm increases the application probability by roughly the same amount as an 

increase of hourly wages from $11 to $15. The authors therefore conclude that both wages and 

CSR have important effects on the job applications.  

Recently, arguments and criticisms raised in management and/or social psychology 

have led to treat non-monetary benefits as non-wage job amenities. In fact, despite their 

monetary equivalent, non-monetary benefits would not be equivalent to money wages for 

psychological reasons like endowments effects (employees might be more attached to non-

monetary benefits than the equivalence in money) or framing effects (leading employees to 

evaluate non-monetary benefits differently than cash) (Kahneman et al., 1990). 

An important literature hence has developed in economics and psychology to study 

work motivation, in particular building on the distinction between intrinsic and extrinsic 

motivation and incentives. Departing from the assumption of purely self-interested agents, this 

literature has explored the psychological effects of monetary rewards on motivation and effort 

(see e.g. Frey, 1997; Kreps, 1997; Frey and Oberholzer-Gee, 1997). The Motivation Crowding 

Effect Theory relies on the idea that there is a psychological process which underlies intrinsic 

motivation and extrinsic incentives. Monetary rewards may thus reduce intrinsic motivation: 

where individuals perceive an external intervention to be controlling their intrinsic motivation 

to perform the task diminish (Deci and Ryan, 1985). 

In terms of wages, this would translate into a negative relationship between CSR 

strategies and wages because employees motivated by the CSR culture (assortative matching) 

are likely to trade-off monetary for non-monetary benefits and accept lower wages because their 
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work satisfies their personal values (Burbano 2016, Nyborg and Zhang 2012, Gond et al., 2010, 

Bolving, 2005, Frank 1996). Accordingly, Krueger et al. (2020) demonstrated that workers earn 

between 10-20% lower wages in more sustainable sectors and even amplified for highly 

talented workers. 

 

2.3 Theoretical model and hypotheses 

2.3.1 The model  

 

To model the relationship between CSR and wages, we consider a simple game-theoretic 

model with three kinds of players:  

 a principal 

 an agent labeled by index i 1   

 a group of stakeholders j=1,...m 

 And two-stage:  

 a first stage between the principal and the agent 

 and a second stage between the agent and the stakeholders 

The first-stage corresponds to a shareholder-manager relationship with moral hazard, and 

the second stage correspond to a public good game with co-production between the manager 

and stakeholders. 

The payoff of each agent corresponds to the sum of the payment obtained in each stage of 

the game, wi
1 in the first stage and w i

2 in the second stage. Hence, the overall reward of each 

agent i is given by: wi=wi
1+w i

2. 

 The first stage of the game 

                                                 
1 For simplicity we chose to present and solve the model with a 1 principal and 1 agent, but we could consider an 
extension with multiple agents. 
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We consider a simple standard agency relationship between the principal and the agent with 

moral hazard. 

The agent i performs an unobservable effort ei{0,1}, with disutility v(ei), where v’(.)≥0 

and v’’ (.)≥0.  

The effort of agent i generates an observable individual outcome ai ℝ+. 

Let ph(ei) denote the conditional probability of observing the outcome ah
i. ph(ei)  is defined 

as: 𝑝 (𝑒 ) = 𝑝 𝑎 = 𝑎 𝑒 , ∀ℎ   𝑝 (𝑒 ) > 0, 𝑎𝑛𝑑  ∑ 𝑝 (𝑒 ) = 1 

The agent’s utility function is of the form u(w i
1)-v(e i)  , where u’(.)≥0 and u’’ (.)≤0.  

The principal is risk neutral and is interested only in his expected outcome 𝑎 − 𝑤  

      If the principal demands the low effort to agent e i=0, it is enough to pay her a fixed amount 

equivalent to the amount she would be paid under the assumption of verifiable effort.  

      The principal then offers the agent a compensation based on the agent’s reservation utility 

and on the disutility of the low effort. In this case, 𝑤 = 𝑢 𝑈 + 𝑣(𝑒 ) ,   𝑤𝑖𝑡ℎ 𝑒 = 0. 

     If v(0)=0, then w i
1=u-1 (U)=F 

     If the principal wants the high effort level, e i=1, and if we assume that  𝑝(𝑎 |𝑒 = 1) >

𝑝(𝑎 |𝑒 = 0) 

   Then the wage offered should be such that w i
1>F=u-1 (U) 

 The second stage of the game: the CSR game 

The objective of the second stage consists in a CSR stage between each agent and the group 

of stakeholders. Each stakeholder j is characterized by a level of productivity (impact of CSR 

managerial effort on production) 𝜌 . 

The agent has to choose a distribution of her outcome for the stakeholders which 

corresponds to individual CSR levels) 𝑎
..

   𝑤𝑖𝑡ℎ   ∑ 𝑎 ≤ 𝑎   

The output of this CSR game between the agent i and the stakeholders j is given as follows: 
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𝑞 =  𝜌  . 𝑎  

The individual payoff at the end of the second stage depends positively on qi and 

negatively on the dispersion of CSR levels  𝑎  (we assume that the manager is motivated by 

pro-social behavior and values the fact to be responsible to all the stakeholders). 

 

𝑤 = 𝑞 − 𝜎 = 𝜌  . 𝑎 − 𝑎 − 𝑎  

In turn, the agent determines the CSR levels   𝑎
..

 according to 

max
..

𝑤 = 𝑞 − 𝜎 = ∑ 𝜌  . 𝑎 − ∑ 𝑎 − 𝑎   

s.t. ∑ 𝑎 ≤ 𝑎  

The first order conditions of this program give: 

𝑎 = + ∑ 𝜌 − 𝜌  , j=1..m 

Note that 𝑎 ≥ 0  ∀𝑗 = 1. . 𝑚, 𝑖𝑚𝑝𝑙𝑖𝑒𝑠 𝑎 ≥  ∑ 𝜌 − 𝜌 , 𝑗 = 1. . 𝑚 

Regarding the stakeholders j=1.m, we assume that their payoff is given by  𝜌  (1 +  𝑎 ), 

that is when the manager does not allocate any CSR level to stakeholder j, the payoff is simply 

equal to the productivity level, and co-production occurs only for positive level of CSR. 

 We now consider two polar cases of the CSR game: 

 𝑎 =  : that is equal CSR levels from the manager i to all the m stakeholders  

 𝑎 = 𝑎  𝑎𝑛𝑑 𝑎 = 0  otherwise,  where 𝑎  is the CSR level for the highest 

productivity stakeholder, 𝜌 = max 𝜌  

Those two polar cases allow distinguishing between two alternative CSR strategies: 

either the manager chooses to respond equally to all the stakeholders, that is to allocate an equal 
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CSR level to all the stakeholders (stakeholder model), or she chooses to allocate all the CSR 

effort to the stakeholder with the highest productivity (shareholder model). 

We then have the following result: 

When   𝑤𝑖
2(𝑎𝑖 = 𝑎𝑖, 0. . ,0) ≤ 0 ⇔  𝜌. 𝑎𝑖 − (𝑎𝑖 − 𝑎𝑖)

2 − (𝑚 − 1). (𝑎𝑖)
2 ≤ 0  

Where  𝑎𝑖 = 𝑎𝑖, 𝑓𝑜𝑟  𝜌 = max
𝑗

𝜌𝑗    𝑎𝑛𝑑  𝑎𝑖 =
1

𝑚
∑ 𝑎𝑖𝑗

𝑚
𝑗=1 =

𝑎𝑖

𝑚
 

     

That is when  𝑎𝑖 > 𝑎 =
𝑚

𝑚−1
𝜌  

 

Then: the equilibrium CSR allocation is to allocate equal CSR levels across stakeholders 

 𝑎∗ =    if: 

1

𝑚

𝑚 − 1

𝑚
. 𝑎𝑖

∗ +
𝜌𝑗 − 𝜌𝑘

2

𝑚

𝑘=1

2𝑚

𝑗=1

> 𝜌𝑗.
𝜌𝑗 − 𝜌𝑘

2

𝑚

𝑘=1

𝑚

𝑗=1

 

 
Otherwise (if     𝑎𝑖 ≤ 𝑎),  
 

𝑤𝑖
2 𝑎𝑖

𝑚
, . . ,

𝑎𝑖

𝑚
> 𝑤𝑖

2(𝑎𝑖 = 𝑎𝑖, 0. . ,0)  ⇔  ∑ 𝜌𝑘 >𝑚
𝑘=1 −

𝑚−1

𝑚
. 𝑎𝑖

∗. (𝑎𝑖
∗ + 𝜌)  

 
This simple model leads to an endogenous entrenchment strategy in the sense that the 

most performing agents (managers who produce the highest outcome in the first period) will 

prefer unequal CSR levels  𝑎 = 𝑎   to the most productive stakeholder 𝜌  and  𝑎 = 0   to all 

the other m-1 stakeholders, and the lowest performing managers will prefer equal CSR levels 

to all stakeholders. 

In terms of wages, a fixed wage in the first period leads to a low managerial effort and 

equal CSR levels in the second period, whereas incentivized rewards in the first period leads to 

a high managerial effort and unequal CSR levels in the second stage. With a fixed (low) 

managerial wage, the CSR effort towards all stakeholders is higher than with a variable (higher) 

managerial wage, except for the highest productive stakeholders. The relationship between CSR 

and wage is thus non-trivial. 
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2.3.2 Hypotheses development 

 

In the corporate finance literature, non-monetary benefits are often considered as a way 

for managers to misappropriate some of the firm’s surplus. Excessive non-monetary rewards 

may indeed reflect wasteful corporate practices such as overinvestment and lax management. 

More generally, as any type of private benefits they would exemplify agency costs and 

inefficiencies: “they are attractive to management but of no interest to shareholders - in fact 

they reduce firm value” (Hart, 2001). They might in fact be associated with entrenchment CSR 

strategies. As shown in Cespa and Cestone (2007) inefficient managers may have a special 

motive for committing themselves to a socially responsible behavior that gains stakeholders’ 

support, to protect themselves against managerial turnover decided by shareholders. In this 

case, CSR is a form of over-investment strategy. 

From a theoretical perspective, the over-investment or entrenchment hypothesis may be 

explained using the principal–agent theory (Jensen and Meckling, 1976), whereby top 

management would tend to over-invest in CSR activities to build their own personal reputation 

as good global citizens (Barnea and Rubin, 2010), to protect themselves against shareholders 

tempted to replace them because of inefficient economic and financial results. If the over-

investment hypothesis is correct, then we expect that socially responsible firms will pay higher 

fixed wages to their employees and corporate executives thereby signaling managerial 

entrenchment strategies. We therefore formulate the following hypothesis: 

 

Hypothesis 1a: According to the entrenchment hypothesis (over-investment motive), we expect 

that CSR practices are positively associated with base wages. 
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As the entrenchment or over-investment motive concerns inefficient managers, the 

bonus policy, which is conditioned on good financial results, will be, unlike the fixed wage 

policy, negatively related to CSR strategies. We therefore formulate the following hypothesis: 

 

Hypothesis 1b: According to the entrenchment hypothesis (over-investment motive), we expect 

that CSR practices are negatively associated with bonuses. 

 

Recent research tends to suggest that socially responsible employers can pay lower 

wages and yet attract more motivated and cooperative employees (see e.g. Brekke and Nyborg, 

2008; Nyborg and Zhang, 2013; Lanfranchi and Pekovic, 2014).  Actually, as indicated by 

Gond et al. (2010) employees reciprocate the positive treatment they receive from the firm 

generated by CSR practices and could accept lower wage. This cooperativeness can be 

reinforced by group dynamics, allowing firms that adopt corporate social responsibility to 

benefit from a more productive firm culture. Thus, such firms may be able to survive market 

competition, even if CSR in itself is costly (Nyborg, 2014).  

When CSR strategies are treated as ethics and culture, that is as a form of non-monetary 

benefit promoting intrinsic incentives, CSR is used to improve firm–stakeholder trust 

relationships and enhance the firm’s reputation among employees in particular (Berman et al., 

1999; Brammer and Pavelin, 2006; Carmeli et al., 2007).  Accordingly, Koppel and Regner 

(2014) discuss, based on the principal agent theory, that alternatives to monetary incentives can 

also motivate agents and that firms’ investment in CSR may be regarded as such an alternative 

motivation. However, Borghesi et al. (2014) argue that altruistic individuals may choose to 

make CSR investments even if they are not value enhancing. 

From a theoretical perspective, the ethical hypothesis may be explained using Rosen 

(1974)’s theory of compensating differentials whereby the non-pecuniary components of a job 
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are transformed into their monetary equivalent to quantify the value of a job.  In this case, CSR 

can be considered as non-wage job amenities. If a sufficiently large number of employees prefer 

their employer to be socially responsible, then there will exist some strictly positive wage 

differential such that even if the socially responsible firm offers a lower wage by this amount, 

the worker would still prefer the responsible employment alternative, thereby implying a lower 

market wage in responsible firms (Nyborg and Zhang, 2013). In the same vein, analyzing the 

effects of employer social responsibility on the wages through randomized field experiments in 

two online labor marketplaces, Burbano (2016) found that information about the employer’s 

social responsibility marginally reduced prospective employees’ wage requirements on 

average, and had a significant effect on the highest performers, who were willing to give up the 

wage differential they would otherwise demand. Furthermore, the author found in the second 

prospective that employees submitted 44% lower wage bids for the same job after learning 

about the employer’s social responsibility. Similarly, though the argument is somewhat 

different, when CSR acts as a signal of culture and identity in the workplace, identity and 

monetary rewards are relatively substitutable implying a lower monetary wage needed to induce 

the worker to exert effort (Akerlof and Kranton, 2005). CSR strategies are then used to reinforce 

intrinsic (non-monetary) motivation, thereby lowering extrinsic (monetary) motivators. If the 

ethical (or intrinsic motivation) hypothesis is correct, then we expect that socially responsible 

firms will pay lower fixed wages to their employees and corporate executives in order to signal 

strong corporate culture and alleviate the hidden costs of monetary incentives. We therefore 

formulate the following hypothesis: 

 

Hypothesis 2a: According to the high corporate culture hypothesis (ethical or intrinsic motive), 

we expect that CSR practices are negatively associated with base wages. 
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Interestingly, the cultural/ethical/intrinsic motive might enhance managerial 

productivity and/or let the CEO signal his status and reinforce his standing in the organization. 

In this case, CSR strategies need not be in conflict with high bonuses which signal high powered 

incentives. In fact, monetary (bonuses) and non-monetary benefits (CSR as a signal of corporate 

ethics) might be complementary for corporate executives and substitutable for middle or low 

wage workers (Crifo and Diaye, 2011). We therefore formulate the following hypothesis:  

 

Hypothesis 2b: According to the high corporate culture hypothesis (ethical or intrinsic motive), 

we expect that CSR practices are positively associated with managerial bonuses and negatively 

associated with non-managerial bonuses. 

 

3. Empirical Specification 

 

We use the Annual Survey of the Cost of Labor and the Wage Structure (ECMOSS) for 

2006. This survey was implemented in 2006 in order to allow a harmonized comparison 

between all European Union countries in terms of the cost of labor and the wage structure. It 

concerns establishments employing at least 10 workers, in which small samples of employees 

were randomly selected. For each employee in the sample, the labor force section of the survey 

provides information about socio-demographic and employment characteristics as well as the 

structure of total earnings. For the establishment, the data set includes information about size, 

sector, the ways the wages are updated, etc. The ECMOSS 2006 survey includes 13,985 

establishments belonging to 11,116 firms and includes 118,241 employees. In order to ensure 

wages comparability, as in Baghdadi et al. (2016), our sample includes (i) full time workers, 

(ii) who have a permanent contract, (iii) who have worked 360 days in 2006, (iv) who are less 

than 55 years old, and (v) with an annual gross wage reported by their employers different from 



18 
 

zero. We exclude from the data (i) chief executive officers, traders and artisans (because they 

may, because of their positions, extract the most benefits from wages), (ii) workers with less 

than one year’s experience (because their total wage may artificially be weaker than workers 

with more than one year’s experience, all other things being equal) and employees earning a 

base wage less than €15,000 a year which corresponds to the legal minimal wage in 2006, and 

(iii) 80 employees earning a base wage more than €150,000 a year (0.17% of our initial sample). 

We get a sample including 42,780 employees. This sample is matched with other 

database, the employer side of the French Organizational Changes and Computerization (COI) 

2006, in order to have information about firms’ CSR practices. The COI survey is a dataset on 

organizational change and computerization. Researchers and statisticians from the National 

Institute for Statistics and Economic Studies (INSEE), the Ministry of Labor, and the Center 

for Labor Studies (CEE) created this survey. The employer side of the COI survey contains 

13,790 private sector firms with at least 10 employees each. Firms were interviewed on the 

economic goals driving the decision to implement organizational changes and the economic 

context in which those decisions were made. The advantage of the COI survey is that it provides 

quantitative metrics of CSR related management practices rather than extra-financial 

evaluation. The limitation of our variables is that we do not cover CSR management practices 

related to human rights, community involvement or corporate governance. In this sense, our 

research is more focused on stakeholder oriented CSR practices, notably towards employees, 

or customers and suppliers (Barcos et al., 2013). Yet, the COI survey relies on a representative 

sample of 13,790 French firms, whereas extra-financial agencies cover only several hundred 

(multinational) firms.  

The third data included is the Annual Business Survey (EAE, 2003) which is a 

mandatory (non-exhaustive) survey conducted by the French Ministry of Industry and the 

sample we use comprises 80,000 firms with at least 20 employees from all business sectors 
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including agriculture, forestry and fishing (in these sectors, firms that have been surveyed have 

at least 10 employees).  

The final sample resulting from the merging of the three surveys, includes 15,365 

workers. 

 

3.1 Dependent and Main Independent Variables 

 

We use three forms of monetary incentives. 

Base wage. The variable base wage represents the difference between the logarithm of 

total gross annual wage and the remuneration of paid leave and overtime, bonuses and various 

supplements. 

Total wage. The variable total wage represents the sum of the logarithm of total gross 

annual wage and employee stock and ownership plans (ESOP) and profit sharing and 

employer’s contribution to employee stock and ownership plans and pensions as well as other 

compensations. 

Wage premium. This variable, wage premium, represents the logarithm of the 

difference between total wage and base wage.  

CSR. We use three CSR dimensions: green practices, human resources practices, and 

business behavior towards customers and suppliers. This approach is consistent with existing 

studies (Barcos et al., 2013; Crifo et al., 2015), which measure CSR with extra-financial ratings 

either through scores (e.g. continuous variable over the 0-100 interval) or through relative 

rankings (or binary variables equal to 1 if the company has adopted the practice, 0 otherwise). 

In order to measure green practices, we use the variable Green which is a binary variable, coded 

1 if the firm was registered according to one of the following environmental or ethical standard: 

ISO 14001, organic labeling, fair trade, etc. We construct a Human Resources indicator which 
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presents the sum of the following six components: (1) it is very important or important for the 

firm to improve employee relations/ skills and keep its employees; (2) the firm had central 

databases for human resources, training; (3) the firm had had internal project group and (4) had 

employed external, services in order to improve HR and training activities; (5) the firm used 

the internet for employees' learning or training. We construct a Customer & Supplier indicator 

as the sum of the eleven following items: (1) the firm used labeling tools for goods and services; 

(2) the firm was engaged in the delivery or supply of goods or services to a fixed deadline; (3) 

the firm had a contact or call center for customers; (4) the firm had adopted integrated IT-CRM; 

(5) the main customer demanded that the firm comply with a quality standard or quality control 

procedure; (6) the firm used tools to study customer expectations, behavior or satisfaction; (7) 

the firm had had internal departments focused on improving safety and environmental issues ; 

(8) the firm had signed contracts or was engaged with some suppliers in long term relationships; 

(9) on the firm’s demand, the main supplier complied with a quality standard or quality control 

procedure; (10) the main supplier had an IT system (for orders, invoices, etc.) linked to that of 

the firm’s; (11) the firm was registered according to the ISO 9000 standard (quality 

management).  

Our CSR variable represents the sum of the three above components. Furthermore, we 

calculate the mean of the sum of and create a binary variable that takes the value of 1 if the 

CSR is equal or superior to the mean value of the sum. Moreover, we use information on 

whether the firm has adopted these practices in 2003 and in 2006.  

Therefore, our final CSR indicator is a binary variable that is equal to 1 if the firm has 

adopted CSR practices both in 2003 and in 2006, and is equal to 0 if the firm has not adopted 

CSR practices both in 2003 and in 2006. Important to mention, we eliminate from our sample 

firms that adopted CSR practices in 2003 but not in 2006 (N= 1,665observations) and firms that 
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adopted CSR practices only in 2006 (N=514 observations). As a consequence, we keep 13,186 

employees.  

 

3.2 Controls 

 

In order to identify the direct effects of CSR practices on firm’s wage policy, our 

analysis controls for firm characteristics that are usually expected to have an impact on CSR 

(e.g. Crifo et al., 2015; Waddock and Graves,1997; McWilliams and Siegel, 2000; Brammer 

and Millington, 2008) and wages (e.g. Nyborg and Zhang, 2013; Osterman, 2006; Handel and 

Gittleman, 2004; Wooden and Bora, 1998). 

Additionally, we included employee-level control variables that are considered as 

important determinants for both CSR practices (e.g. Lanfranchi and Pekovic, 2014; Delmas and 

Pekovic, 2013; Torgler and García-Valiñas, 2007) and wages (e.g. Nyborg and Zhang, 2013; 

Osterman, 2006; Handel and Gittleman, 2004; Wooden and Bora, 1998). 

 

3.3 Empirical strategy  

 

The same unobservable factors may have an impact on both CSR and wages, leading to 

an endogeneity bias. Thus, an ordinary least squares regression is inappropriate because it 

considers CSR practices as exogenous. In order to address this issue, a simultaneous equation 

model (SEM) is relevant (Zellner and Theil, 1962). This model relies on a simultaneous 

estimation approach in which the factors that determine CSR are estimated simultaneously with 

those defining the wage policy. In the following SEM, 𝑌  is a binary variable equals to 1 if the 

employee works for a firm which has invested in CSR, while 𝑌∗ is the employee’s wage. 
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𝑃𝑟𝑜𝑏(𝑌 ) = 𝛼 + 𝛽 𝑋 + 𝛿 𝑍 + 𝜇

𝑌∗ = 𝛼 + 𝛽 𝑋 + 𝛾 𝑌 + 𝜇
 

 

𝑋  and 𝑋  are the vectors of exogenous variables.  

𝑍  represents the vector of instrumental variables that guarantee the identification of the 

model and help estimating correlation coefficients (Maddala, 1983). Indeed, in order to identify 

our model, we need additional variables that explain the probability of investing in CSR, but 

are not correlated to the error term of the wage policy equation. In our case, 𝑍  includes three 

variables: (1) whether the firm is localized near main customers and suppliers 

(CUSTOMER_SUPPLIER_DISTANCE), (2) whether customer requests from the firm to adopt 

quality standards (CUSTOMER_REQUEST_QUALITY) and (3) whether the firm has a tracking 

or reporting system running at least quarterly to follow financial profitability or to plan activities 

(REPORTING).  

The choice of the variable CUSTOMER_SUPPLIER_DISTANCE is based on the fact 

firms’ social activities is usually unobservable, especially to customers located in areas which 

are institutionally, geographically and culturally different. In this sense, customers and 

suppliers that are located near the firm may demand less visible commitment to social activities 

while foreign customers will ask for more visibility since they may have less opportunity to 

monitor the performance of a firm or less knowledge about its actions (Grolleau et al., 2007). 

The use of the variable CUSTOMER_REQUEST_QUALITY may be explained by the fact more 

responsible firms are considered as firms that maintain very close links with customers in order 

to identify their needs and receive the feedback necessary to understand to what extent it has 

succeeded in satisfying those requirements. Additionally, quality is an important part of CSR 

measure, therefore it is expected that those customer requirements will be positively related to 

CSR. Finally, concerning the variable REPORTING, most OECD countries have adopted laws 
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imposing CSR reporting on companies since the early 2000s mostly based on the financial 

reporting rules model (see e.g. Crifo and Rebérioux, 2016), suggesting that reporting influences 

CSR.   

𝛽  , 𝛽 , 𝛾  , 𝛾  , 𝛿  and 𝛿  are vectors of parameters to be estimated.  

Finally, 𝛼  , 𝛼  and 𝜇  , 𝜇  are respectively the intercepts and disturbance terms for the 

equations, respectively.  

Moreover, one may argue that the wage policy determines (negatively or positively) the 

firms’ decision to invest in CSR. In order to overcome this reverse-causality issue, our 

estimations are performed using lagged information. While the implementation of CSR is 

observed before in 2003, wages (total, base and premium) are observed in 2006.  

The variables used in the estimation, their definitions and sample statistics are presented 

in Table 1. No problem of multicollinearity has been detected (not reported).  

 

[INSERT TABLE 1 HERE] 

 

4. Results  

 

Table 2 presents the summary of the SEM analysis results. We create three samples in 

our analysis. The first sample includes all observations. The other two sample are related to 

managers (N=6,496) and non-managers samples (N=6, 633), respectively.  

 

 [INSERT TABLE 2 HERE] 

 

The results on the whole sample indicate that the coefficients associated with base and 

total wages are not significant while the coefficient associated with the wage premium is 
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negative and significant. In other words, the wage premium (that is employee participation and 

pensions, bonuses and overtime compensation) is negatively affected by CSR for employees. 

Hence, firms adopting CSR practices tend to pay lower bonuses and employee participation 

schemes, suggesting that employee motivation in responsible firms would rely on non-

monetary incentives rather than on purely monetary wage premium. This result finds echoes in 

the experimental evidence reported by Koppel and Regner (2014) whereby on average, workers 

reciprocate investments in CSR with increased effort. Moreover, Bolving (2005), Nyborg and 

Zhang (2013) and Burbano (2016) found that more responsible firms tend to offer lower wages. 

Here, we document that workers might accept to reciprocate investments in CSR with lower 

wage premium.  

Interestingly, when we distinguish between managers and no-mangers, the results 

reverse. In fact, the coefficient associated with the wage premium is negative and significant 

for non-mangers, while it is significant and positive for managers. The obtained findings could 

be supported by Ee et al. (2018) that utilizing a general-equilibrium framework to examine the 

income distributional effect of environmental corporate social responsibility (ECSR). More 

precisely, the authors find that in the short run with fixed number of firms, ECSR investments 

raise capital rental cost and hence widen wage inequality between skilled and unskilled workers. 

Furthermore, they explain that the wage gap can be narrowed in the long run because of an 

increase in unskilled wage and a reduction in skilled wage through the substitution of skilled 

labor by capital. Additionally, this result could be explained by the fact that managers are more 

concerned with socially and environmentally responsible activities than non-managers 

(Lanfranchi and Pekovic, 2014). Additionally, it could be that CSR practices leads to 

segmentation and sorting between skills: managers (high skilled segment) would benefit from 

both responsible practices (non-monetary incentives) and bonuses, while non-managers (low 



25 
 

skilled segment) would not benefit from such a complementarity but would rather be subject to 

substitutability between bonuses and non-monetary incentives. 

Our results suggest more generally to move beyond a simple examination of the 

relationship between CSR and wage, to better understand the contextual factors behind such a 

relationship in particular regarding the nature of the monetary incentives offered and the 

employee’s occupation and skills. Overall, we may conclude that CSR practices provide many 

benefits for employees in the form of non-monetary incentives what previous scholars 

discussed, but our research does not suggest that such practices are likely to significantly 

improve monetary incentives. Accordingly, as discussed by Bailey et al. (2001) introducing 

innovative practices such as CSR practices could lead to more interesting jobs providing 

intrinsic rewards would employees be likely to accept lower wage. 

With respect to our hypotheses, Hypotheses 1a and 2a are not verified, while 

Hypotheses 1b and 2b are confirmed. Hence, CSR may serve as an entrenchment strategy at the 

aggregate firm level, and as a signal for ethical or intrinsic motive at the employee level. 

 

5. Conclusion 

 

Can the implementation of CSR practices benefit both employers and employees? The 

findings are generally in favor of a positive effect of CSR on firm performance. However, while 

evidence for employees’ non-monetary benefits such as improved employee training, working 

atmosphere, well-being, job satisfaction, etc. continues to accumulate, evidence for employees’ 

monetary incentives are still polarized. Therefore, this paper has examined the role of CSR for 

different form of monetary incentives using a French matched employer-employee dataset of 

great richness, permitting an abundance of employee and firm level controls. More precisely, 

rather than simply use wage as a measure of monetary incentives, we distinguish between three 



26 
 

forms of monetary incentives i.e. basic wage, total wage and premium wage. In this sense, our 

findings demonstrate that the relationship between CSR and wage is more complicated than 

simply analyzing intrinsic versus extrinsic motivations. 

We find that CSR practices do not tend to have detectable effects on the base and total 

wages, whether we look at all occupations or between managers and non-managers. 

Furthermore, restrictions on the basis of occupation tend to result in differences relative to the 

premium wage indicating that CSR is negatively associated with this form of monetary 

incentives when looking at non-managers’ sample while positive and significant for managers’ 

sample. Perhaps it could be that white collar employees are more impacted by CSR practices 

due they have more opportunity for skills improvement which leads to higher bonuses. 

However, further analysis is needed to understand if investment in CSR practices influences 

the job hierarchy or wage structures. 

Taken together, the empirical evidence suggests that employees do not capture fringe 

benefits from CSR investment, they should be rather satisfied with non-fringe benefits obtained 

through CSR investment. Actually, employees gain utility from working in CSR firms (Turban 

and Greening 1997; Delmas and Pekovic 2013; Lanfranchi and Pekovic, 2014; Pekovic, 2015) 

but not in the form of an improved wage policy. Therefore, investment in CSR improves the 

employee’s quality of work life whilst yielding performance benefits for employers. Therefore, 

managers should be aware that employees are likely to value CSR actions and are ready to have 

a lower wage when working in CSR firms. 

We contribute to an improved understanding of CSR’s implications for wages in at least 

two ways. First, we extend prior research on the CSR-wage relationship by distinguishing 

between different forms of monetary incentives: base wage, total wage and premium wage. 

Second, our results draw attention to the fact that the employees’ occupation do matter. The 

evidence confirms that the effect of CSR on wage is not to be taken for granted: it is wage form 
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and occupation specific. Actually, we concur that CSR influences differently employees wage 

premium depending on employees’ occupation. 

 

5.1 Limitations and future research 

 

Our paper opens up a number of potential directions for future research. Our empirical 

analysis was based on a sample of French firms. Thus, our findings may be country specific. 

Therefore, the generalizability of our findings should be explored in different institutional 

context. In addition, we used cross-sectional data that may have introduced common method 

bias even though we used lagged values and corrected for endogeneity. Therefore, using panel 

data would give us the opportunity to investigate more than the casual relation between CSR 

and monetary incentives. Finally, the conclusion regarding the relationship between CSR and 

wage policy must recognize potential problems of CSR measurement.  
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