CORPORATE SOCIAL INITIATIVES AND EMPLOYEE RETENTION

Christiane Bode
INSEAD
1 Ayer Rajah Avenue
Singapore 138676
christiane.bode@insead.edu

Jasjit Singh
INSEAD
1 Ayer Rajah Avenue
Singapore 138676
jasjit.singh@insead.edu

Michelle Rogan
INSEAD
Boulevard de Constance
Fontainebleau 77305, France
michelle.rogan@insead.edu

June 2015
ForthcomingOrganization Science

We thank INSEAD for funding this research. We also thank Rajshree Agarwal, Pushan Dutt, Jeff Furman,
Henrich Greve, Jennifer Petriglieri, Phanish Puranam, Davide Ravasi, Academy of Management 2014
Meeting attendants, seminar participants at INSEAD, and two anonymous reviewers for helpful
comments and suggestions. Last but not least, we are very grateful to the managers and employees of the
research site for their cooperation and insights. Any errors remain our own.



CORPORATE SOCIAL INITIATIVES AND EMPLOYEE RETENTION

ABSTRACT

Firms are increasingly launching initiatives witkp#icit social mandates. The business case foethes
often relies on one critical aspect of human capitnagement: employee retention. Although prior
empirical studies have demonstrated a link betveegporate social initiatives and intermediate
employee-related outcomes like motivation and ifieation with the firm, their relationship withrfal
retention outcomes has not been investigated. @dy {ills this gap. Using individual-level datarfo
approximately 10,000 employees in a global managégunsulting firm, we present empirical evidence
of a positive retention effect associated with emeé participation in a corporate initiative witkpécit
social impact goals. In addition, we offer argunsdiot moderating conditions that weaken this
relationship, and present evidence consistentavittarguments. Further econometric analysis based o
stringent matching approach as well as additionalyaes based on survey and interview data suggest
that the retention effect can at least partly dbated to treatment, and is not all just a masidton of
sorting of certain types of employees into the adaitiative. Overall, by demonstrating a positive
association between social initiative participatiod employee retention, this study highlightsrteed

for further research into how corporate social gegaent can serve as a tool for strategic humanatapi
management.

Keywords: Corporate Social Initiatives, Social Impaorporate Social Responsibility, Strategic Hama
Capital, Employee Retention, Management Consulting



1. INTRODUCTION

Firms are increasingly under pressure to addréssatissues of societal concern (Aguilera et al.
2007, King 2008, Koh et al. 2014). In response, yyae launching corporate initiatives with explicit
societal mandates. These range from standaloneredepsocial responsibility (CSR) activities (Henés
al. 2014, Marquis and Qian 2013) to initiative®matpting to integrate societal priorities into thedre
strategy and operations (Mahoney et al. 2009, Parig Kramer 2011, Prahalad and Hart 2002, Seelos
and Mair 2007). In the process, more and more fairesoffering employees opportunities to partiapat
in such corporate social initiatives — often withexpectation of deriving strategic benefits relate
their human capital (Calian 2014, Fleming and J@@H8). We examine the benefits of employee
participation in such initiatives for a criticalndénsion of a firm’s human capital strategy: itdigbio
retain talent. In doing so, we contribute to thegeoning literature examining the link between cogpe
social engagement and specific outcomes of staiegirest to the firm (e.g. Cheng et al. 2013yv&es
and Tamayo 2013). Establishing an overall corrahatietween social engagement and financial
performance has proven to be elusive in prior witargolis et al. 2009) prompting research into the
mechanisms underlying that relationship. Thereftire examination of the employee related commiercia
benefits of corporate social engagement is an itapbresearch direction.

By investigating the association between corposatgal initiatives and employee retention, this
study integrates two important streams of litegttine literature on CSR and that on strategic fuma
capital. With respect to human capital, recent waak emphasized the importance of taking into attcou
not only “demand-side” factors affecting inter-fimmbility, but also “supply-side” factors such as
heterogeneity in employee preferences for the inmantial benefits a job offers (Campbell et al. 281
Campbell et al. 2013bWhile such factors have received attention iecHjc literature streams like those
on scientific labor markets (Roach and Sauermarn,2Bauermann and Roach 2014, Stern 2004) or
entrepreneurship-related careers (Stuart and D00§)2 the broader strategic human capital liteeahas
not sufficiently integrated the heterogeneity inpbogee preferences. Our study begins to fill tlip gy

documenting how managers can improve “stickine$ghaployees to their jobs by better satisfying thei



non-financial preferences through appropriate keveone of which may be social engagement.

Although the link between corporate social initta8 and retention has not been investigated
directly, scholars taking a psychological perspectiave demonstrated that participation in these
initiatives can improve intermediate outcomes Bkeployee motivation (Dunn et al. 2008, Grant 20123,
2012b) and identification with the firm (Brammera&t2007, Turban and Greening 1997). The
mechanism hypothesized to underlie such effectbbas that the intangible benefits employees gain
from participating in such initiatives improve thperception of the firm, which in principle coutso
increase their willingness to stay with the firnofién 1993, O'Reilly and Chatman 1986). However, as
research in other contexts like expatriate postivagsfound, individuals returning from atypical
assignments to mainstream work also suffer re-fatemn difficulties (Kraimer et al. 2012). If sirail
difficulties occur in the context of corporate sdéhnitiatives, the above-mentioned benefits migght
times be muted or even reversed — a contingen@lseeexplore.

Broader research on careers and inter-firm mohgigiso relevant for our research question.
This body of work has shown that retention outcomayg be significantly shaped by matching of
employees with different preferences to jobs diedént kinds (Agarwal and Ohyama 2014, Becker 1973,
Jovanovic 1979). This idea has in fact been tastetlltiple contexts, such as how scientists make t
choice between joining academic versus industrg {®wach and Sauermann 2010, Sauermann and
Roach 2014, Stern 2004) or how certain kinds ofviddals sort into entrepreneurship-related careers
(Stuart and Ding 2006). In this study, we extensd tbasoning to the context of corporate social
initiatives, wherein different work opportunitiestiin a firm vary in their perceived social impaatd
hence in their alignment with the preferences gblegees that vary in their “taste for social impaBly
providing an avenue for socially-minded individutdssatisfy their preferences through participatioa
corporate social initiative, we argue and show thatfirm can improve retention of these employees.

Although the primary aim of this study is to shigght on the employee perspective on corporate
social initiatives, our interest imithin-firm sorting of employees based on their social impeafiepences

has parallels to the research examirirags-organizationasorting of individuals across sectors with



varying concern for social impact. In this litenaua major challenge has been to identify effesitted
specifically to the social mission of organizatieri®cause non-profit or public sector organizatialso
differ from private sector firms in the nature bétwork and the skills involved (Delfgaauw and 2008,
Leete 2001, Prendergast 2007, Preston 1989, RutirBankoski 2003). Similar challenges would arise
even in a within-firm study attempting to isolale teffects of the social mission of a corporate
philanthropy or CSR department, since such a deeaitt also differs from the mainstream activities of
the firm in the nature of the work and the skiigdlved. In order for the outcomes to be attribleédab
the impact dimension of a firm’s social initiativem ideal research context would be one wheredsk
initiative and commercial activities differ only their mission and are otherwise comparable irtythe
of work involved and their manner of operating. Wt perfect setting is hard to find, we describlow
how our choice of research site is driven by ardesi approximate such a context as closely astpess

Our empirical approach is based on analyses afiatelata from a leading global management
consulting firm. This firm provides its employeeihnthe opportunity to participate in consulting
projects with an explicit social impact goal, thgbuan initiative we refer to simply as “CSI” (“Canate
Social Initiative”) for confidentiality reasons. partantly, CSI projects are not pro bono but opeiat
ways very similar to the mainstream consulting bess: they are sold, staffed and managed like
commercial projects. The main difference betweehpe§ects and commercial projects is related oot t
the nature of the work or the skills involved battie prominence of the social impact goal of @@lich
is bringing the firm’'s world-class consulting se®$ to mission-oriented clients like foundation§®s
and development agencies that normally cannotaiffor firm's commercial rates. In order to make CSI
a viable “social business” despite the lower féet €SI clients are charged relative to commercial
clients, employees that agree to be staffed onp@gtcts have to accept a significant reductiosailary
for the duration of the CSI project (typically afenonths). On a CSI project, consultants still esgghe
kind of skills and consulting methodologies theg tamiliar with from their commercial projects.

As is typical in studies relying on naturally-ocgng data, we cannot be conclusive in the extent

to which empirical patterns we find reflect “selent versus “treatment” effects. However, we try to



carefully account for at least the observed charistics of individuals, while also using additibdata
from interviews and surveys to shed further lightloe underlying mechanisms. In particular, women,
younger employees, high-tenured employees, bettéonming employees and employees from certain
countries are found to be more likely to partiogoigit CSI. For a reasonable comparison of employee
retention rates, we therefore use all of theseabbas to construct a stringently matched samp(eSif
participants and non-participants that are compara these attributes. In subsequent analysisi®f t
matched sample, CSI participation is still foundbéoassociated with lower likelihood of leaving finen.
We also demonstrate that CSI participants perfdrimest as well as non-participants on subsequent
mainstream commercial projects, a finding constsiéth a view that decreased retention associaigd w
CSlis indeed a strategically desirable outcometferfirm. Further, our survey data suggest thageh
interested in CSI were — if anything — more at nékeaving the firm than those not interested 8I.C
This is consistent with our main regression findilmgd suggests that the positive retention effeCiSd
participation is not merely due to selection int8IC

Nevertheless, given the nature of our data, weandous not to draw strong causal
interpretations from our findings. Instead, we vithig study as a precursor to future research into
disentangling potential mechanisms behind thegainig phenomenon. As one of the first studies figki
corporate social initiatives to employee retenti@nkey outcome of strategic interest to the firour
study contributes to the growing literature examinihe social engagement of firms as a lever ofdrum
resource performance (Brammer et al. 2007, TurhdrGreening 1997). In doing so, it complements
other approaches that examine drivers of emploggagement, such as offering employees diverse
opportunities for personal development (Bidwell &mdler 2014, Gambardella et al. 2014), nurturing a
diverse range of skills (Campion et al. 1994) araViding new ways for finding a good match between
individual preferences and jobs (Jackson 2013).eMwoadly, it contributes to the literature on hama
resource based competitive advantage by offerisiglits into how a certain class of corporate pnogra
might help achieve desirable strategic outcomegeelto the management of human resources (Coff

1997, Coff and Kryscynski 2011).



2. CORPORATE SOCIAL INITIATIVES AND THE EMPLOYEE

An important first step to developing argumentstha relationship between employee
participation in corporate social initiatives amdention is clarifying how participation in a sdcia
initiative project differs from engaging in onethg firm’'s commercial projects. Having establishieese
differences, we then delve into potential mechagilnking participation to retention, some related
how employees with different preferences might sda different projects and others related to hbes
participation itself might affect employee attitsdend behavior. Finally, we consider how charasties
of the specific projects that employees participatmight moderate the link between the corporatgas

initiative and employee retention.

2.1. What is Different about Corporate Social Initatives?

When an employee engages in a firm’s commercialiies, the end goal is typically the
generation of some form of commercial benefit fa firm. This does not mean that such work coukd no
have any social impact. In fact, the essence afalegm is that a firm — even when seeking profits
creates substantial value for society through theket mechanism, with only some of this value being
captured by the firm itself and the rest accruimg broader set of stakeholders (such as the castom
and suppliers). However, despite the fact that cernial activities can and often do have a positive
impact on society, the distinguishing feature obgporate social initiative is that it has explicitly
statedsocial impact objective. People with differentwieon the market system often disagree on the
extent of the net benefits to society that resolnf purely commercial initiatives versus those veith
explicit social impact goal. In addition, many slzte have argued that most corporate social iniéat
are undertaken with an ultimate intention of impngvthe commercial performance of the firm (Karnani
2011). While important, these issues are orthogtmntide research question of interest. For the qaef
this study, it is important only that from the ey@es’ perspectives, the corporate social inittadiims
to make a bigger difference to society compargtieccommercial activities of the firm.

Although the defining characteristic of corporateial initiatives is positive social impact as an



explicit objective, practically such initiativessal often differ from commercial activities in thatare of
the work and the skills involved. This presentggaificant challenge when trying to attribute finds
regarding participation in such initiatives spegfly to their social objectives. These challenglss
occur in research studying career choices indiV&orake in joining mission-oriented organizations,
since non-profit organizations and public sectdities also typically differ substantially from fqrofit
firms in the nature of work and the kind of skiltisolved (Delfgaauw and Dur 2008, Leete 2001,
Prendergast 2007, Preston 1989, Ruhm and Bork68id)2Similarly, in corporate settings, standalone
corporate philanthropy or CSR departments are aftéte isolated from the commercial activities of a
firm, and are very different in the kinds of peotiiey employ and the kinds of activities these eygés
carry out. A key challenge for studying our reshayaestion is therefore finding an empirical cohtex
where the observed differences in outcomes retataccorporate social initiative can be related

specifically to its social impact objectives, asuis we return to later in the paper.

2.2. A Link between Corporate Social Initiative Paticipation and Employee Retention?

One stated motivation for firms establishing coge social initiatives is often improved talent
management, in particular improved employee raiant key strategic outcome for most firms
(Campbell et al. 2012&ampbell et al. 20121 off 1997). Research has indeed documented Hygosi
relationship between employee participation in aldaitiatives and intermediate outcomes like
individual motivation and identification with therh (e.g., Bartel 2001, Dunn et al. 2008, Grant201
2012b). However, the issue of whether and how parate social initiative is ultimately related to
employee retention has not been examined in thetimgiliterature.

One potential mechanism linking social initiatitegetention comes directly from prior research
documenting how employee participation in pro-sioaddivities could increase employee identification
with the firm (Brammer et al. 2007, Mirvis 2012, dRigo and Arenas 2008, Turban and Greening 1997).
This research suggests the possibility that thikgiaation itself results in a positive “treatmesffect”.

Often individuals in large firms struggle to see tklevance of their daily work. Activities thatezan



explicit societal impact goal and provide them whb opportunity to create such an impact withm th
corporate context might therefore lead to incréaseotivation and identification (Grant 2012a, Wits
2000). Psychological mechanisms behind such anteftaild include an enhanced sense of meaningful
existence and belonging for employees (Bauman &itkla2012), self-affirmation (Cable et al. 2013)
and a view that their employer is acting in accomgawith fundamental principles of justice and nitra
(Ellemers et al. 2011). Integrating the above amguswith findings from the separate literature ties
linked greater organizational identification in gesl to employee retention (Cohen 1993, O'Reillg an
Chatman 1986, Porter et al. 1974), one might tbeeefxpect that organizational identification résgl
specifically from patrticipation in a corporate sdhitiative would also positively influence empke
retention.

A complementary explanation to the mechanism cedliabove is that improved retention may
also result from a “sorting effect” of improvingetimatch of individuals into jobs. Analogous studies
from the context of individuals sorting across eestlready document how certain individuals pursue
careers in social impact at the cost of a persimahcial sacrifice (Besley and Ghatak 2001, 2005).
Indeed, wage dispersion in the non-profit sectonase compressed than in for-profit firms, consiste
with a view that non-profits rely more on intringiwtivation to retain talent (Leete 2000, Pennefsto
and Schneider 2010). Following a parallel reasoimraycorporate context, we expect sorting to happe
evenwithin a firm where some individuals choose to work only on wartial projects while others are
attracted to projects with explicit social impabjextives. This view is also consistent with expental
research showing heterogeneity in the extent t@kvbbcial impact considerations enter an indivigual
utility function (Fehrler and Kosfeld 2014, Gneemyd List 2006). Although the predominant approach t
date in research on corporate social initiativasemployees has been to emphasize treatment effects
mentioned previously, a fuller explanation oughinitiude potential sorting effects.

Formally, according to the theory of job matchinghe presence of labor market frictions
(Jovanovic 1979), employee turnover is an indicafan inappropriate match between an employee and

their assigned job within the organization (Mill&984, Mortensen 1988, Simon and Warner 1992).



Improving the quality of the match between an ifdlial and the assigned work can therefore be a
mechanism for decreasing dysfunctional turnovelefiét al. 2010). As employees may not fully know
ex ante the extent to which they would value intllegoenefits derived from contributing to societye
possibility of participating in a corporate sodratiative provides employees flexibility to experént
without having to leave the firm. Even if such paEpation requires a personal sacrifice (such asniga
to take aemporarysalary reduction for the period of the project}jgnificant fraction of the
participating employees might still view this “hidit arrangement as being a superior fit for their
preferences to the more extreme step of quittiqgutsue a purely non-profit career (which requires
permanentsalary reduction). In other words, for certain éypes the corporate social initiative option
offers “the best of both worlds” - wherein they egapate the “blended” value proposition of pursuing
traditional business career and having an exgaital impact within the firm.

It is worth clarifying that sorting of certain kis@f employees into a corporate social initiative
does not rule out the possibility that treatmefe@$also occur (and vice versa). Increased retention
could in fact be the result of a combination of ioyed sorting of different kinds of employees into
projectsandimproved employee motivation and identificatiorthaihe firm as a result of the
participation experience itself. How these effasld simultaneously occur in the same firm is
illustrated in Figure 1. The figure representsyéizd diagram of two employees — X and Y. The two
have different preferences for social impact, stevives non-financial benefits from taking parthe
corporate social initiative but X does not. TherefdX sorts only into commercial projects whileriés
to participate in the social initiative when thespibility arises. Increased retention through &irspr

effect might occur if the option to be able to ctinite to social impact within the existing job neak

! Theoretically speaking, the retention effect cuddome negative if participants have such a stpoefgrence for
social impact that they quit to pursue the samevdigre (e.g., in an NGO). However, our expectatdhat the
kind of employees a consulting firm attracts wogdsherally prefer a “hybrid career track” to quigtiantirely. In
other words, “pro-social preferences” for a majodt such employees would be sufficiently satidtgdngaging in
social impact for a limited time. Their preferenegs not so extreme that they would quit, foreg@algry and
other attractive aspects they enjoy in a commeceigder. In our discussion of moderating conditiosi®w,
however, we consider specific contingencies wheeddtter effect might dominate.



staying with the firm more attractive to Y. Howeyitiis possible that Y’s views and attitudes tosigar
the firm are also favorably transformed by the ac@SI experience — a treatment effect wherein the
individual's identification and relationship withe firm have now improved further. In other words,
arguments for sorting and treatment effects leadegrediction:

Hypothesis 1: Employee participation in a corporateial initiative is positively

associated with employee retention.

2.3 Moderators for the Retention Effect?

Although our prior arguments suggest a positiverrébdn effect related to participation in CSI
projects on average, the strength of the efféeldtedy to vary with characteristics of the projeltt.our
setting, the main differences across CSI projeet®un their length and location. Projects rangethf
short term (e.g. one month) to long term (e.gnsdnths), and could have been based in developed
countries such as the UK or in developing economliet as Tanzania. We expect that project
experiences that are particularly intense in tesfrifuration or location could weaken the proposed
positive retention effect, and possibly even rexéts

In prior research, the central dynamic underlyingralividual’s organizational identification has
been tied to the presence of social relationssimgport the individuals’ views of themselves arel th
organization (Greil and Rudy 1984). Accordinglye identification process is strongest when indigidu
are encapsulated by a community and weakest iatisins where they are removed from their peers
(Petriglieri 2011, Pratt 2000). Such a weakeninikely to occur when the employee is away from the
main part of the organization for a long durationsan a location that is economically and cultiyra
distant from the main organization. This issuauishfer accentuated by the fact that maintaining a
favorable position in a firm’s internal networkse(ifor promotion or access to resources) requires
maintaining close contact with key people insidefirm (Singh, Hansen and Podolny, 2010). Although
taking place in a different context from sociatigtives, prior research on expatriate postingviples

evidence consistent with the general argumentrmietg expatriates have been shown to experience a



reduced fit with the organization (Black et al. 298raimer et al. 2005), often leading to an inseem
turnover (Fiol et al. 2009, Kraimer et al. 2012).

In our setting, projects that remove individualslmger periods or more effectively from their
commercial peers are likely to be associated wighker subsequent organizational identification. &om
participants returning from social impact projetiay perceive a lack of fit with the firm, makingeth
more likely to leave. This effect is likely to beost pronounced if participants spend significamiti
away from their commercial peers with non-profifpaiblic sector workers who differ in their outloakd
values relative to those peers. A prolonged absemght also signal to other organizational memivieas
the employee has lost familiarity with the firmismot serious about commercial work, leading to a
negative reaction. Similarly being on a projecain“exotic” location is more likely to be interpeetby
other organizational members as lack of seriousaiesst commercial work, increasing the likelihood
that their colleagues might regard the returningigipants as misfits.

Although the above discussion is consistent witteatment effect, differences in how employees
sort into initiatives could also produce or reimf®ia similar result. To the extent that participgti
employees have at least partial control over thd kif project within the corporate social initiaito
which they are assigned, they can influence exthetéength and location of their experience thiotige
choice of project. Individuals who have particwastrong preferences for involvement with socigbauat
work might be more likely to choose projects offigrimore intense experience, i.e., longer projautis a
projects in locations with greater perceived pagdfibr social impact such as low income emerging
markets. A preference for more intense projectédcimdicate that these employees are less wellinegitc
to the commercial work of the firm (i.e., their $ta for social impact” is particularly high), magithem
more likely to leave the firm when they return te tommercial activities.

In summary, arguments based on potential sortingedisas treatment effects lead us to suggest
that project length and emerging market locationlddmegatively moderate the association between

participation and retention predicted in Hypothdsisormally, we therefore propose:



Hypothesis 2: The positive relationship betweerigigation in a corporate social initiative and

retention likelihood is weaker when the duratioritef participation is longer.

Hypothesis 3: The positive relationship betweertigigation in a corporate social initiative and

retention likelihood is weaker when the participatinvolves working in an emerging market.

3. EMPIRICAL ANALYSIS
3.1. Research Setting

Our research setting is a global management camgdiitm that houses a corporate social
initiative, which we refer to simply as “CSI” (“Cporate Social Initiative”) for confidentiality reass.
This research site was deliberately chosen to #eepature of the work between the firm's commércia
activities and the corporate social initiative asikar as possible, making it well-suited for stirty
effects associated specifically with the social attpobjectives of the social initiative.

CSl is closely integrated with the firm’s mainstreaonsulting business and even generates
revenues, albeit no profit, of its own. Unlike pttial philanthropic initiatives that would have pided
consultants with a sense of social engagementiork setting very different from what they normatly
(e.g., volunteering in orphanages or building sthoovillages), CSI work requires tasks and skills
comparable to those in commercial consulting ptejdeor example, a consultant specializing in spppl
chain optimization or information technology stetevould typically employ these skills whether &df
on a commercial project (e.g., for a consumer gaodspany) or a CSl project (e.g., for an aid
organization). Given that CSI serves more missidved clients, the main difference between CSI and
commercial projects from the point of view of tha@oyees is that they have the opportunity to
contribute to the CSI client’s social impact objees in return for accepting a financial comproniise
the form of a salary cut for the duration of theject. This salary cut policy has helped CSI make
substantial progress towards being self-sustaid@sgpite the fact CSI clients are charged at lower
consulting rates than regular clients.

Although employees indicate their interest in Ghipply of talent vastly exceeds demand.



Internal processes in the firm ensure that CSlgatsjare not disproportionately staffed by thogé wi
below-average performance records or specific kafdsmckgrounds. Just like in the commercial prigjec
CSl project staffing is a combined result of thpressed interest of individuals in CSI, a matchnlite
project based on their skills and their availapiéit the time of staffing. On the whole, the fisdffing is
therefore not driven just by an employee’s chdiceugh employee preferences do play a role as ryobod

is forced to join CSI. We take this into accounbur research design as well as interpretatioindirfgs.

3.2. Employee-Level Data

We were given access to individual-level data fopkyees in four of the countries where the
firm has significant business (USA, UK, Canada lal&nd). The data covered 10,634 individuals
employed at the firm at any time during the pedaduary 2007 to June 2013. Of these, we dropped 813
employees who had joined the firm only during 2Gs3these were too new to have had a chance to
participate in CSI during our study period (i.e/,June 30, 2013). As summarized in Table 1a, the
population we consider is therefore comprised 829,employees (6,753 employed in USA, 2,983 in UK,
629 in Canada and 269 in Ireland). Of these, 4t¥tbleft the firm by the end of our study perfdeéirm
records also reveal that 479 of the 9,821 emploadgarticipated in CSI between January 2007 and
June 2013, 373 of which were still employed wita finm as of June 2013We also know the dates
(recorded monthly) and the number of days bille@®&) projects by the participants. A break-down of
CSiI patrticipation is reported in Table 1b (by enygl® cohort) and Table 1c (by last year of partiodua.

Since the last employment status for everyone seed as of the same end date (June 30, 2013),
employees joining in earlier cohorts are obsereeddnger durations. Since CSI participants are on
average observed for shorter time windows sincei€&kelatively new program, the fraction of le@ve

among the overall population (45.3% as per Tabjevéesus the CSI participants (22.1% as per Talbes

2 Because the records for 12 of the 9,821 indivisl(@lur of which were CSI participants) were migsilues for
some key variables, we dropped these in our majghiocedure and subsequent analyses.

3 While CSI has been in place since 2002, detajjarding projects pre-2007 are not available. Howeaggregate
records indicate that almost 90% of all CSI prgjeobk place during our study period. A CSI managso ensured
that our sample does not include pre-2007 CSl@patints miscoded as non-participants. To the etteitany
miscoding occurred, it would only make it harderds to find differences in retention rates betwe&i
participants and non-participants.



or 1c¢) is not directly comparable. We take thisiatcount in our research design below by using a
sample of participants and non-participants thatbieen appropriately matched to ensure equal Iemdth

their observation windows.

3.3. Variable Definitions

The indicator variabléeft Firm captures whether an individual has left the fitraf{ Firm=1) or
is still with the firm (eft Firm=0) as of the end of our study period. We also kndwther the departure
was voluntary or whether the person was askedaieleand therefore define more fine-grained vaegbl
Left Firm VoluntarilyandLeft Firm Non-Voluntarilyto distinguish leaving by choiceéft Firm
Voluntarily=1) from being asked to leavedft Firm Non-Voluntarily=).

The key explanatory variable of interest in ourlgsia is the indicato€ Sl Participant which
takes a value of 1 for CSI participants and 0 far-participants. In order to test for the effect of
differences in the length of the CSI experiencepthiesis 2) and location (Hypothesis 3), we corstru
two additional variables. First, a continuous vialeZCS| Daysis defined as the total number of days a
CSil participant billed to a CSI project, and isteed for non-participants. For the relatively raeses
where an individual had more than one CSI proje&t, Dayscombines the time spent on all CSI projects
as a project-by-project breakup is not availabteafgiven individual. Second, an indicator variaB#l
in Emerging Markets defined as 1 when the CSI participant workea gmoject based entirely in an
emerging market, and is set to 0 for other paicip as well as non-participants.

Table 2 summarizes the above variables as welllditi@al control variables employed in our
analysis. The variablexperienced Hiralenotes whether an individual had previous wogegence
before joining the firmExperienced Hire= 1) or not Experienced Hire= 0). We do not have specific
data on the exact length or nature of prior wonegience, but do know that experienced individuals
almost always come from a consulting or industrgkigeound (e.g., it is quite rare for someone to eom
in as an experienced hire from the non-profit sgclidhe other variables listed in Table 2 &®l Year

(the year of the CSI project for the participatindividual or for the CSI participant a non-panpiating



individual is matched toQbservation Windowthe duration for which we observe the retentiohawor
of a CSI participant or a matched contréigmale(an indicator for genderBirth Year(the year the
person was bornjoining Year(the year the person joined the firrRyjor Performancethe last
available performance rating of the CSI participamné matched control prior to the CSI project) and

Country(the country of the home office where an individisadmployed).

3.4. Construction of Matched Samples for Retentiodnalysis

Before empirically examining how CSI participatiisirelated to employee retention, we
summarize our findings for the antecedents of G&tigipation in Table 3. A logit estimation wi@SI
Participantas the dependent variable suggests that woRemdle= 0), younger employees (more
recentBirth Year) high-tenured employees (earll®ining Yeay and better performing employees
(lower numeric rating dPrior Performancé are more likely to select into CSI. In additiemployees
from the three countries included in the tablel@ss likely to participate than those from the Ulke(
reference country for the analysis). Overall, thagspears to be evidence therefore that selecttor(8I
is not entirely random, and suggests a need fostnorting an appropriately matched sample.

In fact, there are two challenges in making a eeasdional comparison of retention across CSlI
participants and non-participants. First, we neegnsure that the time windows employed for obsgrvi
retention behavior across the two are comparakeleor&l, CSl participation itself could be driven in
complex ways by characteristics that would affetemtion rates independent of CSlI, possibly praduci
a misleading correlation. The first issue can ety addressed and the latter at least partially
addressed through an appropriate use of matchihgitues (Dehejia and Wahba 1999, Imbens 2004).

For clarity of analysis, we proceed in two step® fitst construct what we call a “loosely
matched sample” in order to account for the fgstie, namely, incomparability of observed time

windows. This involves, for each CSI participadgrntifying a set of legitimate controls: individaallso



employed with the firm as of the date of the CSjjgrt end and not yet being CSI participaritéis
procedure ensures that the CSI participant andaheparticipants in the matched sample can be
followed over the same time window (from the CSiject end date to June 30, 2013) in order to examin
differences in retentionWe rely on one-to-many matching to fully utilizeadlable data, and use
appropriate weights in all analyses in order to enaierect “treatment on the treated” inferenceria |

with well-established matching methodology (lacuale2011, 2012, Imbens 2004).

The weighted means of key variables of interesCi8l participants as well as non-participants in
the loosely matched sample are reported in Tabl& 4amparison of means béft Firmacross the two
samples (0.270 for non-participants versus 0.21 @daticipants, difference statistically very sifizant
as per a formal t-test) is suggestive of a posittention effect associated with CSI participatidhe
fact that this effect is driven by the differenodhie means fdceft Firm Voluntarily(0.210 for non-
participants versus 0.160 for participants) is &ieat with the interpretation that the retentidfect
associated with CSl is driven by increased likadithof staying voluntarily rather than CSI particifa
having a lower likelihood of being asked to leave.

We now examine whether the matching proceduretsesubalanced covariates across
subsamples. Other than the m&servation Windovior the participant and the non-participant samples
which are the same by construction, the two subkaiffer significantly on many dimensions. A
robust comparison of retention effects between@8icipants and non-participants ought to accfamt
these differences. One way to do so is throughivaulate regression analysis. However, our preterre
approach is to first improve the quality of mattdelf, as that would ensure that subsequent muikitea

analysis is not sensitive to functional form asstioms of the chosen regression modeidrist and

* The condition “not yet” ensures that we do notiméermation “from the future” in finding matcheso people
who take part in CSh the futureare still allowed as valid controls. Practicalfjwen that only a small fraction of
the population goes through CSI, whether or notilev future CSI participants as controls has anhglatively
minor real effect on the nature of the matched $arapd hence our regression estimates.

® In the few atypical cases where an employee patied in more than one CSI project, we basedniagysis on
their last project. Such cases are quite rarettamfindings are not sensitive to dropping thesesa

® All our main findings are robust to employing aeee-one match instead, though such a match iptessrable
given that the standard errors tend to be largertduhe effective sample size being smaller.



Pischke 200%1eckman et al. 1997, Imbens 2004). To the extatihobserved factors are correlated
with observables, this approach can also redubeugh certainly not eliminate — concerns about
endogeneity of participants selecting into CSI @ct§ (Altonji et al. 2005, Dehejia and Wahba 1999).

Our procedure for constructing another matched sgmich we call “stringently matched
sample”, employs coarsened exact matching (CEMhtbone-to-many matches between participants
and non-participants (lacus et al. 2011, 202\&)e match not just on demographic parameters bat al
pre-CSl performance to better address concerng &flyparticipants being systematically differentia
in ability potentially not worth retaining in thadt place. Specifically, we carry out a matchRyior
Performancgfive buckets)Female(two buckets)Country(four buckets),Joining Yean(18 buckets),
Experienced Hirdtwo buckets) anBirth Year(six buckets). This in fact implies an exact for@ined
match (i.e., without coarsening) for all variabtgker tharBirth Year® In addition, we continue to
impose the prior condition that the matched costhalve to be employed with the firm as of the focal
participant’s CSI project end date and should rmeetparticipated in a CSI project until then.

The weighted means of key variables of interes€f8t participants versus non-participants for
the stringently matched sample are reported ineldbl These are now practically identical as exgubct
and confirm a closer comparability of the participand non-participant subsamples than in the lgose
matched sample described before. Importantly, gpenison of means dfeft Firmacross the two
samples (now 0.290 for non-participants versus®f@gparticipants, difference again statisticaighly
significant as per a formal t-test) is now even @mstrongly suggestive of a positive retention affec
associated with CSI participation. Once more, ¢fffisct is driven by the difference in the meanslLieft

Firm Voluntarily (0.250 for non-participants versus 0.160 for paénts). In fact, the means fbeft

’ For a recent application of the CEM approach endbntext of inter-organizational mobility of intivals,
although in the context of inventor mobility andasiated knowledge diffusion, see Singh and Agrg@@11).

8 To ensure that age is still well accounted fdrregressions include fixed effects for the acyesr (and not just
the decade) of birth. There is a trade-off betwstengency of the match and the number of CSI oladiems that
are dropped, which is why we chose to coarsenitttleyear up to the birth decade. The findings remabust, but
the number of CSI observations matched falls sicanitly, if we match using 5-year or finer buckietstead.

°® We would have liked to draw the controls only frtime sub-population of employees that applied ttigpate in
CSI but were not selected. Unfortunately, the filo@s not maintain historical records of who appl@e€SI.



Firm Involuntarily (0.050 for non-participants versus 0.060 for pgrtints) show the opposite pattern:
CSl patrticipants are slightiyporelikely than non-participants to be asked to le®t. this effect is quite

small relative to the voluntary retention effect.

3.5. Regression Analysis Linking CSI Participatiorand Retention

The goal of this section is to look for economegvidence linking CSI participation and
retention. One benefit of using stringent matchintpat any results are unlikely to be driven bgafic
functional form assumptions of the regression madelertheless, we ensure the robustness of our
findings by employing three kinds of models: lineegression (OLS), logit regression and survival
analysis. Although the latter two models seem bstiged given the empirical setting, the benéffit o
starting with OLS is that it allows us to more finaccount forBirth Year Joining YearandPrior
Performancenon-parametrically using a full set of indicatariables (Angrist and Pischke 2009). We
also make some attempt to disentangle sortingraathtent effects, while acknowledging that the reatu
of our data does not allow us to do so conclusively

Conclusively establishing a treatment effect ificlift not because of selectiguer sebut
because of the possibility that unobserved faatotsd drive both the exposure to the treatmentthed
outcome of interesf While there is nalirect way to know how severe the issue is in a settkegdurs,
Altonji et al. (2005) suggest andirect test: taking the extent to which the findings distorted when the
observed variables are not taken into accountdisdtive of how wrong a treatment interpretationldo
become due to variables not observed. In line thith we find it helpful to start with a comparisoha
linear regression model employing our loosely madickample first without versus with the appropriate
controls. Comparing columns (1) and (2) of Table&,0bserve that the’Rtatistic goes up by almost
18%, suggesting that our controls do help substiytxplain an individual's decision captured lbsft

Firm Voluntarily. At the same time, the regression coefficientd8i Participantdoes not go down

10 Clarifying this, Imbens (2004) notes that “two atewith the same values for observed charactesistiay differ
in their treatment choices without invalidating theconfoundedness assumption if the differencéisein choices is
driven by differences in unobserved characterigtias are themselves unrelated to the outcomeg@feist” (p. 7).



across models. Instead, the coefficient@&l Participationstrengthens slightly in statistical significance
(from significance only at p < 0.05 to significaratep < 0.01) as well as magnitude (from -0.047 to
0.057). The implied magnitude of the CSI effectretention goes up accordingly from a 23% decraase i
the likelihood of the employee leaving (a prediatet of 0.207 for matched non-participants versus
0.160 for CSI participants) as per column (1) 878 decrease in the likelihood of leaving (a pristic
rate of 0.208 for matched non-participants verstiSDfor CSI participants) as per column (2).

Column (3) repeats the same analysis as above siogy the stringently matched sample in order
to further account for potentially complex waysahich different observables might interact. Givea t
different sample, the %vf columns (2) and (3) cannot be directly compakémvever, using the stringent
sample only further strengthens the estimated tieteeffect, which is now a 32% decrease in likedid
of leaving associated with CSI participation (0.2didmatched non-participants versus 0.163 for CSI
participants). There is certainly no evidence ef¢hbeing any weakening of the retention findinthas
guality of the controls is improved. Following tAegument from Altonji et al. (2005), this gives som
confidence that the retention finding is unlikedyite only a manifestation of unobserved variables.

Linear regression models are easy to interpretataalallow the inclusion of fine-grained
indicator variables as non-parametric controls atrhaving the “incidental parameters problem” amn
linear estimations (Angrist and Pischke 2009). Havegiven that the outcome of interest is a binary
variable (leaving the firm versus not), a logit mbseems like a more natural choice — even thowgh w
are now forced to employ indicators Birth YearandStart Yeamonly at a 5-year level of aggregation.
Nevertheless, the estimated marginal effect aswsoci@ithCSI Participantturns out to be practically
identical when comparing the linear model in colui@nand the logit model in column (4) of Table 5.
The estimated decrease in likelihood of leavingeissed with CSI participation is still estimatetd3a%
(0.242 for matched non-participants versus 0.18&f8l participants).

The analysis thus far only considers leaving tha fioluntarily as a binary outcome. In reality,
the case of not leaving voluntarily includes twb-sases: the individual still being with the firm o

having been asked to leave the firm. This richebeutcomes can be accounted for in a multinomial



logit framework with three mutually exclusive anchaustive outcomes: leaving the firm voluntarily,
leaving the firm involuntarily and not leaving them. The findings from this analysis are reporbed
column (5) of Table 5 that considers bba#ft Firm VoluntarilyandLeft Firm Involuntarilyas outcomes,
with the third case of still being with the firmibg taken as the reference category. We once éigdia
negative and statistically significant retentiorffiwient for Left Firm Voluntarily with a 36% reduction
in attrition compared to the reference category9D.for matched non-participants versus 0.125 ®F C
participants). On the other hand, the effectifeit Firm Involuntarilyis only 7% and statistically
insignificant (0.013 for matched non-participangssus 0.012 for CSI participants). These findings a
consistent with a view that the agency in our réderfinding lies with the employee, as the retenti
effect is driven almost entirely by CSI participaecioosing to stajonger*

Since we have precise information on exactly whdearture occurred, we can be more fine-
grained in our timing analysis. It might seem nalttm employ a survival analysis model based om@a C
proportional hazard estimation to model the phemmmeBefore we assume such a functional form for
the departure behavior over time, it is usefulxiered our previous analysis to see whether thet séon
versus long term effects of CSlI participation diffebstantially in terms of retention outcomes. dgeso
by extending the multinomial model above in oraes¢parate thieeft Firm Voluntarilyoutcome further
into leaving within one year versus leaving afterenthan one year post-CSl, and the results frasn th
are reported in column (6) of Table 5. Although tention rate difference seems to be greateiirwith
the first year than in subsequent years, this miffee is relatively small (39% drop in departurtesan
the first year post-CSl versus 33% drop for latarg) and in fact not statistically significant.

Table 6 employs a survival analysis model basea Gox proportional hazard estimation to

replicate the previously reported finding as welbar preferred specification to examine the mdaega

™ The firm tries to record the reason behind volgntgepartures, though the coding is not systemitimy of the
reasons look similar for CSI participants versus-participants, but we found some suggestive diffees. What
the firm classifies as “Personal reasons” was amommonly stated reason for departure for CSlgaants (20%
of the cases) versus non-participants (12% of ése<). On the other hand, non-participants seeroeel Iikely to
leave for reasons aligned with optimizing a traxtitil consulting career, such as monetary conceradgquate
“Total rewards”) and promotion within the compafiygck of promotion opportunities”), with these twagether
constituted 15% of the cases for non-participantsanly 5% of the cases for CSI participants.



effects of CSI participation duration as well asdtion. The baseline model in column (1) again shaw
significant reduction in the attrition rate. Theimsted coefficient of -0.489 f&€SI Participantimplies a
39% decrease in retention likelihood associatet @1 participation, a figure very close in magdéu
to the effects estimated using the different modeiployed earlier. Columns (2) through (4) in Table
extend the baseline model to provide analysis @htlbbderating effects proposed in Hypothesis 2 and
Hypothesis 3. As mentioned earli@S| Daysmeasures the length of the CSI participation@8din
Emerging Markets an indicator for whether CSI project work prifhamnvolved working in an
emerging market. In order to account for the skemagdre ofCSI Dayswe transform the variable into
its logarithmic form (adding 1 first to deal witkm-values for non-participants). Columns (2) &) (
analyze the two effects separately, while columrsfws that the findings are qualitatively unchehg
even if the two are considered together: the rister@ffect seems to be stronger for shorter rattiean
longer CSI projects and for CSI projects basedeivetbped rather than emerging markéts.

Finally, Figure 2a graphs the baseline retentiéeceébased on the Cox proportional hazard
estimation while Figure 2b illustrates graphicalg magnitude of the moderating effectG8| Daysby
comparing CSI participation duration of six weette (25" percentile oCSI Daysamong participants)
with a duration of six months (the "7Hercentile ofCSI Daysamong participants). Although longer CSI
projects are associated with greater retentiors rafative to retention rates of matched non-pagias,
the effect is significantly smaller than for shoi@S| projects. Figure 2c sheds light on the magietof
the moderating effect of the indicator varia@igl in Emerging Markett is clear that CSI participation
in developed markets is strongly associated widaigr retention, and this is what drives the overal
effect estimated in the baseline models. In fa8, garticipation in emerging markets actually seems
associated with slightlglecreasedetention compared to matched non-participantsgh this is

statistically indistinguishable from the retentiates for the latter.

2 Due to data unavailability, we were unable to ha@SI participants and non-participants on thetionzor
length of all the projects they had worked on. Efiane, the findings regarding the moderating effettould be
interpreted with some caution. For example, pgéiton in a longer project or one in a low-inconearmtry might
to some extent be associated with a lower reteméittnregardless of it being a CSI project or aroencial project.



3.6. Performance Implications?

Our stringently matched sample and related anaiyseady account for systematic differences in
prior performance for CSlI participants versus non-paudicis. We also explored whether there are any
differences in theisubsequenperformance. We started by analyzing employeeregirds to see which
of the leaving individuals had been classifiedagsferformers at the time of leaving. We found 8G#b
of the participants leaving voluntarily had beep performers, while the corresponding figure wae%24
for the matched non-participants that left. Thiggasts that the recent performance of the leaviig C
participants was at least as good as, and perlapsséightly better than the leaving non-particiggan
Unfortunately we do not have access to a simikassification for employees still employed with fhren.

We did have access to the yearly performance dsgaba firm maintained for all its employees.
While the annual data often have missing valuesyere able to find at least one observation of-post
CSI performance for most individuals. The statsstigain show that the difference in performanc®is
significant even though CSI participants now seeangimally behind: the fraction of employees with an
average or above average-rating is 59% for CSiqgjeaihts and 63% for non-participants. Combining
performance information from these two sourceggtldees not seem to be evidence that CSI particpan
are worse than non-participants in their post-G3fqgmance. Therefore, improved retention among CSI

participants does not seem inconsistent with tlegavbusiness goals of the firm.

3.7. A “Treatment on Treated” Interpretation?

While employee selection and sorting effects calnide some of the findings, we explore the
intriguing possibility that at least some of theukts represent an actual treatment effect from CSI
participation. Indeed, many of the obvious selectffects should have been accounted for by the fac
that our data involve a comparison only betweeffgggionally similar employees employed in similar
jobs within the same consulting firm, and thatghenple construction uses stringent matching on the
demographic profiles and past performance of engeleyResults from the procedure suggested by

Altonji et al. (2005), as discussed above, are edswsistent with there being at least some treateféerct.



Given that we cannot fully account for unobsenatdrs, we do not interpret our findings as
demonstrating thatiking employees at random and exposing some of th€ S| could improve
retention.But we present two additional pieces of evidenaesistent with an interpretation thtaking
employees with an inherent interest in CSI and sixigathem to CSI could improve retentidhis
represents a less aggressive causal interpretatiime with a “treatment on the treated” view bét

effect (Heckman et al. 1997, Imbens 2084grist and Pischke 2009

Evidence from Survey Data

A skeptical reader might wonder whether the kinihdfviduals who select into CSI would
anyway be more likely to stay with the firm londer reasons unrelated to CSI. Yet, our survey ewide
shows that, if anything, the opposite seems toume employees interested in CSI participationimrfact
generally those who are least satisfied with thegular job and thus most at risk of leaving thenfex
ante.

We surveyed current employees who had not parteipia CSI (as of 2013) regarding their
interest in CSl, their perceptions of their evesyflib and their self-stated likelihood of stayinghathe
firm.™ The findings reported here are based on 552 resgome received from a population of just over
5,000 non-participants. Of these, 62 had alreagliegpfor CSI but had not been selected, 297 regort
being interested in CSI but had not yet applied, 288 had no interest in CSI. Table 8 summarizes ho
these three groups differed on their answers diwvey questions relevant to the present anafysis

Based on the responses to the questions “My wdikities are personally meaningful to me”, “I
am proud to tell others where | work” and “Whatol a work makes the world a better place”, we find
that people with the lowest interest in CSI alssigasthe highest meaning to their everyday comrakérci
work, display the most pride regarding their evagydommercial work and believe that their commércia

work makes the world a better place. Similarly,reikdng responses to the questions, “I rarely think

13 Because we surveyed individuals still with thenfiright after the end of the period our archivakdeovers, we
do not have data on subsequent retention outcamnéise surveyed individuals.
4 The survey questions drawn upon a scale of worningfulness developed by Bunderson and Thomp<#9}2



about leaving my job to work elsewhere” and “It Wbtake a lot to get me to leave my job”, it apear
that those interested in CSI were — if anythingererat risk of leaving the firm than those not ietted
in CSI. Taken together, the evidence from the sumitigates a concern that individuals selectirtg in

CSI were ex ante more likely to stay with the firm.

Evidence from Interview Data

In line with the analysis and discussions abovestrabour interviews with CSI managers and
participants include at least some reference tuifiignt selection and sorting effects in determgnivho
would apply and be assigned to a CSI project. Hewe majority of the former CSI participants we
interviewed also reported at least some evidenosisient with our “treatment on the treated”
interpretation. The interviewed participants do mgresent a random sample, as they are former CSI
participants (still with the firm as of the inteew date) with whom the CSI management team wastable
arrange interviews. Accordingly, we should takeititerview data as suggestive and illustrative.

We systematically coded interview transcripts ofdner CSI participants for self-reported
changes that might have occurred during their €§kpt participation or immediately following their
return to the commercial practice. This coding edeé that in 12 of 16 cases the interviews included
evidence consistent with a treatment effect (thaugttannot link it to retention as the interviewbad
not been explicitly asked to comment on their ljkieiture duration of stay with the firm). Thus, th2
informants reported a change in their perceptidrtamselves or the firm as a result of participain
CSI. Although the full interviews lasted on aver&@eminutes, for brevity purposes, Table 7 presants
representative quote capturing the essence ofietrkiewee’s experience. The quotes provide aulisef
illustration of the positive effect as well as ttfallenges that individuals perceived as beingcatm

with their CSI experience.

4. CONCLUSION
Given the strategic role played by human capitdlthe tremendous costs to firms of replacing

lost employees (Bidwell 2011), employee retentian be critical for firm performance (Allen et aQ1D,



Briscoe and Rogan 2015). Prior research has stadidde range of levers that companies employ to
retain employees: financial incentives (Campbe#lleR012b), organizational culture (Sheridan 1992)
quality of work (Guthrie 2001) and legal recourdgdrwal et al. 2009). We have complemented these
efforts by examining a tool for retention that ha&en largely overlooked in the academic literature,
namely, corporate social initiatives. We found thiaiployee participation in a corporate social atitie
was positively associated with retention ratesqinftrm. Furthermore, these results came from a
conservative context in which the likelihood of ebgng employees with a “taste for social impactsv
low, a profit-driven business consultancy. Destfits, consultants in this firm willingly took payts to
participate in corporate social initiatives, andtttheir post-participation likelihood of stayingthe firm
was greater than that of non-participants.

In demonstrating significant sorting effects onaable characteristics and acknowledging the
possibility of additional unobserved selection, aark relates closely to the broader literaturénow
individuals with heterogeneous preferences aretmadtto different jobs. Such effects have been studi
in other settings, including science-based jobsafdal and Ohyama 2012, Roach and Sauermann 2014,
Sauerman and Stephan 2013, Stern 2004), entreps@iEe(Stuart and Ding 2006), non-profit work
(Leete 2001, Preston 1989, Ruhm and Borkoski 2808)the public sector (Delfgaauw and Dur, 2008,
Prendergast 2007). However, there remains a defirélated empirical work in the context of corptera
social initiatives — even at a time when thesaatiites are becoming increasingly prevalent.

Our evidence is also consistent with the argunfeattrietention is at least in part driven by a
treatment effect associated with actual particgrathe findings from our matched sample analysis,
combined with empirical tests based on the metluggodf Alton;ji et al. (2005) and supplementary
evidence drawn from survey and interview datacaresistent with a “treatment on the treated”
interpretation Angrist and Pischke 200Bleckman et al. 1997, Imbens 2004). In other wosthle
acknowledging the possibility that individuals siotb projects, our evidence also provides supgbrt
some treatment effects for the sub-population gileyees with a propensity to select into corporate

social initiatives.



We should note that, because our research desligramsiders th@ost-CSlduration of
employment, our findings exclude any additiona¢ngibn effect arising from the possibility that taémn
participants would stay longer with the firm justide able to take part in CSl in the first placee hature
of our data and our conservative design prevefrons examining additional retention effects related
either toanticipationof doing CSI or simply having an (unexercisegjion ofdoing CSl, implying that
we are likely under-estimating the overall retemtaffect. Studying these additional channels thinoug
which the corporate social initiative influenceterdgion could be a fruitful agenda for further msd.

We have clearly only begun to investigate the irtgotiryet complex relationship between
corporate social initiatives and employee retentieaving the disentangling of mechanisms for feitur
research. Further insights into the underlying rmedms could be generated through methods employing
in-depth qualitative research or detailed survdiare progress on establishing causal effects calslal
be made by employing experimental research desaguuspromising attempts have been made in that
direction (Burbano 2014, Fehrler and Kosfeld 20énk and Smith 2014, Hossain and Li 2014). At the
same time, experiments are only a limited represiem of complex real-world phenomena, and best see
as complements rather than substitutes for arcktudies like ours. Another promising direction icou
be to look for natural experiments in real-worldttisgs, though these can be hard to find. The énglv
literature would also benefit from more formal mliag of job matching in the context of social impac
opportunities, capturing the dynamics of how indibals enter and leave different pools of jobs withi
and across organizations (Jovanovic 1979, Millé&4]1®ortensen 1988, Simon and Warner 1992).

We close by noting the link of our research to@abler discussion on how firms can develop
innovative business models integrating societabichponsiderations into their strategies (Porter an
Kramer 2011, Prahalad and Hart 2002, Seelos and208i7). Informing the strategic human capital
perspective, our study suggests that both schatatpractitioners must take heterogeneity in engasy
preferences, such as those for social impact, seneusly into consideration. Certain types of
employees may derive greater benefit from partidigan a corporate social initiative because thalye

having the best of both worlds: a traditional cogbe career and the opportunity to create expdmiial



impact. Indeed, in our setting, the perceived rinaricial benefits were sufficiently large that some
employees chose to participate despite havingkmdassubstantial salary cut. For the firm, thaatiite
was associated with retention and reputationalfiterazhieved via a business model financially efds
self-sustaining than a traditional CSR project. @hey clients (even at a reduced rate) rather tiwamg
pro bono work and requiring the employees to bearesof the cost reduced the burden on the firm. At
the same time, the initiative created value foeml stakeholders by making consulting services
accessible to non-profit and development orgarimnatand allowing them to better serve the
disadvantaged segments of society. Although inggractical to carry out a comprehensive welfare
analysis of the corporate social initiative witle tihata we have, exploring such a direction in &utur

research would also be promising.
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Table 1a: Overall Employee Population (by Employe€ohort)

Employee  Employees joining  Subset no longer with  Percent no longer with
cohort firm in this cohort firm as of June 30, 2013 firm as of June 30, 2013
Pre-2007 3,550 2,108 59.4%
2007 1,131 764 67.6%
2008 923 542 58.7%
2009 326 127 39.0%
2010 1,452 604 41.6%
2011 1,328 228 17.2%
2012 1,111 76 6.8%
TOTAL 9,821 4,449 45.3%

Table 1b: CSI Participation (by Employee Cohort)

Employee Employees from  Subset no longer with ~ Percent no longer with
cohort this cohort doing firm as of June 30, 2013  firm as of June 30, 2013
Pre-2007 251 60 23.9%
2007 64 22 34.4%
2008 66 17 25.8%
2009 29 2 6.9%
2010 51 4 7.8%
2011 13 0 0.0%
2012 5 1 20.0%
TOTAL 479 106 22.1%

Table 1c: CSI Participation (by Project Year)

Project Employees doinga Subset no longer with  Percent no longer with
Year CSI project this year firm as of June 30, 2013 firm as of June 30, 2013
2007 8 1 12.5%
2008 33 16 48.5%
2009 81 35 43.2%
2010 69 25 36.2%
2011 81 17 21.0%
2012 120 10 8.3%
2013 87 2 2.3%
TOTAL 479 106 22.1%

*CSI project participation data for 2013 cover only half a year (January to June)



Table 2: Variable Definitions

Variable

Definition

Left Firm

Left Firm Voluntarily

Left Firm Non-Voluntarily
CSI Participant

CSI Days

CSl in Emerging Market
CSl Year

Observation Window

Female

Experienced Hire

Birth Year

Joining Year

Prior Performance

Country

Indicator variable that is 1 if and only if the employee left during our
observation window (i.e., by June 30, 2013)

Indicator variable for cases of employee departure where the employee
had left by choice

Indicator variable for cases of employee departure where the employee
had been asked to leave

Indicator set to 1 if the employee participated in a CSI project during
2007-2013, 0 otherwise

Total number of CSI project days for the employee as per the firm's billing
records (set to 0 for non-participants)

Indicator set to if 1 the CSI project required being based in an emerging
market location (2013 GDP per capita below USD 10,000 on a PPP basis)
The calendar year in which the CSI project of interest ends and hence the
observation period for retention of this individual begins

Time between the CSI project end and the end of the study period (June
30, 2013), measured in days and converted into decimal years

Indicator variable that is 1 for women and 0 for men

Indicator variable that is 1 for individuals with previous work experience
and 0 for the rest

The calendar year the employee was born, which helps capture the
employee's age

The calendar year in which an individual joined the firm, which helps
capture an employee's tenure with the firm

The last available performance rating for the employee before the CSI
project date: uses a 1-5 scale (1 being the best rating and 5 the worst)

The country where the home office of the employee is located




Table 3: Antecedents of CSI Participation

(1)
Regression Model: Logit
Sample: Full Sample
Dependent Variable: CSI Participant

Female 0.178+
(0.096)
Experienced Hire 0.007
(0.152)
Birth Year 0.045**
(0.010)
Joining Year -0.120**
(0.014)
Prior Performance -0.101*
(0.049)
Country = United States -0.354**
(0.103)
Country = Canada -0.400+
(0.221)
Country = Ireland -0.929*
(0.394)
Observations 9,809
Log Likelihood -1791
Wald chi2 220.2**

Standard errors in parentheses
** 5<0.01, * p<0.05, + p<0.1



Table 4a: Summary Statistics for the “Loosely Matcled Sample”

CSI Participants

Matched Non-Participants

Mean Std. Dev. Mean Std. Dev.
Left Firm 0.210 0.410 0.270 0.440
Left Firm Voluntarily 0.160 0.370 0.210 0.410
Left Firm Non-Voluntarily 0.050 0.230 0.050 0.230
Observation Window 803.48 563.33 803.48 563.33
Female 0.490 0.500 0.430 0.490
Experienced Hire 0.150 0.360 0.240 0.430
Birth Year 1979.59 5.87 1978.10 8.35
Joining Year 2005.57 3.90 2006.62 4.57
Prior Performance 3.240 0.990 3.300 0.970
Country = United Kingdom 0.360 0.480 0.250 0.430
Country = United States 0.570 0.500 0.660 0.470
Country = Canada 0.050 0.220 0.060 0.240
Country = Ireland 0.010 0.120 0.020 0.150

Note: Based on a one-to-many matching for 475 CSI participants. Appropriate weights employed.

Table 4b: Summary Statistics for the “Stringently Matched Sample”

CSI Participants

Matched Non-Participants

Mean Std. Dev. Mean Std. Dev.
Left Firm 0.220 0.460 0.290 0.460
Left Firm Voluntarily 0.160 0.430 0.250 0.430
Left Firm Non-Voluntarily 0.060 0.210 0.050 0.210
Observation Window 808.00 561.96 808.00 561.96
Female 0.490 0.500 0.490 0.500
Experienced Hire 0.140 0.350 0.140 0.350
Birth Year 1980.12 5.32 1980.12 5.32
Joining Year 2005.82 3.43 2005.82 3.43
Prior Performance 3.250 0.970 3.250 0.970
Country = United Kingdom 0.360 0.480 0.360 0.480
Country = United States 0.600 0.490 0.600 0.490
Country = Canada 0.040 0.190 0.040 0.190
Country = Ireland 0.010 0.090 0.010 0.090

Note: Based on a one-to-many matching for 412 CSI participants. Appropriate weights employed.



Table 5: Regression Analysis Linking CSI Participaibn with Employee Retention

(1)

(2)

3)

(4)

(5)

(6)

Regression Model: oLS oLS oLS Logit Multinomial Logit Multinomial Logit
Sample:  Loosely Loosely  Stringently Stringently Stringently Stringently
Matched Matched Matched Matched Matched Matched
Dependent Variable: Left Firm Left Firm Left Firm Left Firm Left Firm Left Firm Left Firm Left Firm Left Firm
Voluntarily Voluntarily Voluntarily Voluntarily ~ Voluntarily Involuntarily Voluntarily Voluntarily Involuntarily
(<=1year) (> 1year)
CSI Participant -0.047* -0.057** -0.078** -0.528** -0.545** -0.155 -0.583** -0.498* -0.141
(0.018) (0.018) (0.021) (0.149) (0.152) (0.273) (0.195) (0.213) (0.273)
[23%] [27%)] [32%] [31%] [36%] [7%] [39%] [33%] [7%]
Female -0.007 -0.042** -0.235* -0.255* -0.136 -0.299* -0.182 -0.126
(0.010) (0.015) (0.098) (0.100) (0.213) (0.123) (0.142) (0.214)
Experienced Hire -0.280** -0.198** -1.235%* -1.419** -2.204** -1.127** -2.196** -2.253**
(0.017) (0.029) (0.209) (0.215) (0.612) (0.243) (0.428) (0.617)
Indicators for Birth Year? No Yes Yes 5-Yearly 5-Yearly 5-Yearly 5-Yearly 5-Yearly 5-Yearly
Indicators for Joining Year? No Yes Yes 5-Yearly 5-Yearly 5-Yearly 5-Yearly 5-Yearly 5-Yearly
Indicators for Prior Performance ? No Yes Yes Yes Yes Yes Yes Yes Yes
Indicators for Country ? No Yes Yes Yes Yes Yes Yes Yes Yes
Indicators for CSI Year? No Yes Yes Yes Yes Yes Yes Yes Yes
Observations 5,263 5,263 2,383 2,876 2,883 2,883
R-squared 0.001 0.177 0.153
F-statistic 5.9* 12.1** 7.8%*
Log Likelihood -1,350.0 -1,696.0 -2,058.0
Wald chi2 366.0** 823.5** 1,017.0**

Figures in square brackets represent implied decrease in likelihood of leaving

Standard errors in parentheses
** n<0.01, * p<0.05, + p<0.1



Table 6: Hazard Rate Analysis and Moderators of théretention Effect

(1)

(2)

3)

(4)

Regression Model: Cox Cox Cox Cox
Sample: Stringently  Stringently  Stringently  Stringently
Matched Matched Matched Matched
Dependent Variable: Left Firm Left Firm Left Firm Left Firm
Voluntarily ~ Voluntarily ~ Voluntarily ~ Voluntarily
CSI Participant -0.489** -2.075** -0.582** -2.029**
(0.130) (0.629) (0.140) (0.630)
In(CSI Days) 0.376** 0.347*
(0.141) (0.142)
CSI in Emerging Market 0.877* 0.734*
(0.346) (0.348)
Female -0.184* -0.184* -0.186* -0.186*
(0.081) (0.081) (0.081) (0.081)
Experienced Hire -1.113** -1.124** -1.114** -1.124**
(0.192) (0.192) (0.192) (0.192)
Indicators for Birth Year? 5-Yearly 5-Yearly 5-Yearly 5-Yearly
Indicators for Joining Year? 5-Yearly 5-Yearly 5-Yearly 5-Yearly
Indicators for Prior Performance ? Yes Yes Yes Yes
Indicators for Country ? Yes Yes Yes Yes
Indicators for CSI Year? Yes Yes Yes Yes
Observations 2,883 2,883 2,883 2,883
Log Likelihood -4,798.0 -4,794.0 -4,795.0 -4,792.0
Wald chi2 126.3** 134.7** 131.6** 138.5**

Standard errors in parentheses
** p<0.01, * p<0.05, + p<0.1



Table 7: lllustrative Quotes from Interviews Conduded with Former CSI Participants

Self-reported benefits associated with CSI

1.

“Once | got back and settled back into commercial practice, | realized that | really enjoy the [CSI] kind of
work...I was making more of a difference with my work and my time than helping increase share price. Doing
CSl was one of the reasons why | wouldn’t move from [the firm].”

“So you're typically working with people who are very passionate about what they are doing, but they don’t
tend to have a lot of structure. They don’t tend to have skills to be able to get things done in a very systematic
manner... So it was very fulfilling from that perspective because clearly, we were adding immediate value. |
certainly came back refreshed from my experience. | think that certainly added value to [the firm]. It helped
me stick around for another two years.”

“I think it flips a switch in your brain that even if development isn't for you, you've had that experience. That
stays in the back of your mind. | think the experience is very self-fulfilling. | feel very loyal toward [the firm] for
providing me this opportunity. The return was unceremonious, and to me, this is probably one of the biggest
faults | have seen, the transition out of [CSI].”

“It was very interesting, and obviously a great personal experience, as well as professional experience. |
thought it was great to show that you are actually able to design solutions that were going to benefit people
on the ground. It wasn'’t just, you know, a kind of black box where you’re doing something in an HQ office. It
was going to benefit the way the program was going to be run.”

“This was an experience that | will have with me for the rest of my life. | think it really developed me
personally and professionally. The challenges and obstacles that came up were totally unexpected.”

“It was mind-blowing. We talked to the victims of the genocide right there in front of us. | went home that day
full of emotions. I’'m glad that I've really managed to help them. | worked sixteen hours a day and had many
challenges. But | also had an amazing personal experience. | think | came back a much more confident person.”

“It has been more meaningful than working with clients that help organization to lay off people so that they
can make a bunch of money.”

“Your mind set is improved. | enjoyed it a lot. So it was definitely a good experience.”

Self-reported challenges associated with CSI

1.

“We were working with such passionate people, when they talked about these issues, you really felt like you
were actually doing something meaningful... now coming back I'm working on a project which is 170 people
and | feel like I'm this tiny little ant in this company. After the type of work I've been doing ...I was thinking ‘I

rn

actually can’t do this’.

“A lot of people do really enjoy the project and want to keep going... [But] you know you have to come back to
commercial projects. So that is a real struggle.”

“I didn’t get a really good evaluation from my managers.... they don’t see it as “theirs”, they don’t see it as
important. They had no idea what | was doing.”

“| feel like I am further away from my [commercial unit] community than | was before.”



Table 8: Survey Evidence from Current Employees Whd1ad Not Participated in CSI (552 Respondents)

Not Interested in CSI
Mean (Std Dev)

Interested But Not Applied
Mean (Std Dev)

Applied to CSI
Mean (Std Dev)

[Q1] My work activities are personally meaningful to me 3.80 (0.89)
[Q2] | am proud to tell others where | work 4.20 (0.74)
[Q3] What | do at work makes the world a better place 3.17 (1.03)
[Q4] | rarely think about leaving my job to work elsewhere 3.18 (1.11)
[Q5] It would take a lot to get me to leave my job 3.63 (1.05)

3.37 (0.96)**
4.09 (0.79)
2.85 (0.99)**
3.02 (1.10)
3.36 (1.00)**

3.38 (0.90)**
4.05 (0.82)

2.89 (1.03)+
2.93 (1.03)+
3.27 (0.85)**

All survey questions use a 1-5 scale (1=Strongly Disagree, 5=Strongly Agree)

** p<0.01, * p<0.05, + p<0.1 (t-test result for mean being statistically different from the first column mean)



Figure 1: Potential Sorting and Treatment Effects Asociated with CSI
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Figure 2: Survival Analysis (Cox Hazard Rate Modelsfor the Likelihood of Employee Departure
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