Introduction of China CSR Development Index
Section 1. Research methodology and technical approach  
CSR index is a composite index used to rate the CSR management system status and CSR information disclosure level of Chinese companies. The research approach for Chinese CSR development index is as follows: first, a four-in-one theoretical model consisting of responsibility management, economic, social and environmental responsibilities continues to be used to optimize the industry-specific CSR indicator system by making reference to ISO26000 and other international CSR indices, domestic CSR initiatives and world top 500’s CSR reports; the next step involves acquiring CSR information of China top 100 from their CSR reports, annual reports and official websites
; 
Last, content analysis and quantitative assessment of CSR information is conducted to obtain the initial ratings of CSR index, which is then readjusted based on CSR awards and honors, lack of responsibility and innovative responsibility management practices. 

Figure 1－1 Research approach for China top 100’s CSR development index  
1. Theoretical model 
This study continues to employ the theoretical model comprising responsibility management, economic, social and environmental responsibilities (see Figure 1-2). At the center of the model is responsibility management, which is the starting point of CSR practices of each enterprise and consists of responsibility strategy, responsibility governance, responsibility integration, responsibility performance, responsibility communication and responsibility survey. At the lowest level of the model lies economic responsibility. As an economic organization, an enterprise exists to provide valuable products or services in a cost effective manner and better financial performance is the cornerstone of sustainable business development. Economic responsibility consists of responsibility for customers, shareholders, partners and other responsibilities closely related to business activities. Social responsibility lies at the left upper corner of the model and consists of responsibility for government, employees and community. Environmental responsibility lies at the right upper corner of the model and covers responsibility management, resource and energy conservation, pollution and emission reduction. The entire model focuses on responsibility management and forms a stable closed triangle with economic responsibility as the bottom and social and environmental responsibilities as the two wings, as illustrated below.  
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Figure 1-2  Four-in-one theoretical model
2. Benchmarking
In order to make China Top 100’s CSR Index compliant with both international standard and Chinese practice, this present study made reference to international CSR initiatives and indicator systems, domestic CSR initiatives and CSR reports of global top 500.

In July 2010, ISO26000 was officially adopted as the first CSR standard developed by ISO, a standard that has produced significant influence on development of Chinese CSR practices. Therefore, the task team analyzed ISO26000 to identify a series of key indicators and develop an indicator system for China top 100’s CSR development index by means of addition
 and adaptation
. 
3. Industry-specific evaluating indicator system
The importance of responsibility topics varies considerably from one industry to another. For example, power and petrochemical industries are energy-consuming and highly polluting, therefore have high level of environmental sensitivity and responsibility. The weight assigned to the environmental responsibility of these industries is relatively high and their environmental indicators more complicated. In contrast, banking sector is much less energy-consuming and polluting and environmentally sensitive, therefore the weight of environmental responsibility of banking sector is relatively low and environmental indicators involved in banking sector are rather simple.  
This present study built an industry-specific CSR indicator system based on specific characteristics of CSR in different industries. Within the context of this study, industries were classified based on the economic sector classification criteria of the National Bureau of Statistics, and consolidation and segregation of industrial sectors were conducted based on the similarity of key CSR topics of industries to ensure the construction of indicator system is scientific and the indicators are substantive.  
Table 1-3 indicates the indicator system for the 2011 version of China top 100’s CSR development index.

Table 1-3 Indicator system for China top 100’s CSR development index (2011) 
	First-level indicator
	Second-level indicator 
	Third-level indicator

	1. responsibility management 
	（1）
Strategy 
	（1）CSR commitments;（2）key CSR topics;（3）CSR planning 

	
	（2）
Governance 
	（1）CSR leadership; （2）CSR organization;（3）CSR management policy;（4）CSR training  

	
	（3）
Integration 
	（1）encourage subsidiaries to act responsibly;（2）encourage partners (suppliers and distributors) to act responsibly;

	
	（4）
Performance 
	（1）Construction of CSR indicator system;（2）CSR performance rating 

	
	（5）
Communication
	（1）Identification of stakeholders;（2）senior executive’s involvement in internal social responsibility communication;（3）senior executive’s involvement in external social responsibility communication;（4）Maintenance of CSR column on corporate website;（5）Publication of CSR reports;（6）CSR reporting standard or guidelines;（7）vertical comparability of reported data;（8）Horizontal comparability of reported data;（9）report reliability rating（10）Disclosure of bad news.

	
	（6）
Survey 
	CSR survey and research 

	2. Economic responsibility
	（1）
Responsibility towards customers
	（1）Customer relation management system;（2））Company policy supporting innovation of product and service; （3）R&D expenditures;（4）Number of R&D personnel and their share in total manpower;（5）Number of patents;（6）Sales revenue from new products;（7）Significant innovation awards;（8）Product quality management system;（9）rate of products meeting standards;（10）Product recall system;（11） Safety factors considered in product design process 

	
	（2）
Responsibility towards partners
	（1）Value chain CSR evaluation and survey;（2）Strategic sharing mechanism and platform ;（3）（4）Responsible purchasing system;（5）Percentage of responsible purchase;（6）Responsible trading;（7）Commitments to integrity and company policy on integrity;（8）Commitments to and company policy on fair competition;（9）Training on integrity and fair competition;（10）Rate of contract performance;（11）Credit ratings

	
	（3）
Responsibility towards shareholders
	（1）Growth potential;（2）Profitability（3）Security,（4）Investor relation management system;（5）Impact of macroeconomic environment change on financial performance and mitigation measures

	4. Social responsibility 
	（1）
Responsibility towards government
	（1）Compliance with government policy;（2）Total tax payments;（3）Policy or measures for employment and(or) employment facilitation;（4） Number of employees during reporting period, (5) legal and regulatory compliance system, (6). Compliance measures, (7). Compliance training, (8) Bad news about incompliance. 

	
	（2）
Responsibility towards employees
	（1）Compliance with national labor legislations;（2）Coverage of employment contract/collective contract;（3）Coverage of social insurance;（4）Percentage of unionized employees;（5）No forced labor;（6）Protection of personal information and privacy of employees;（7）Policy and measures for ensuring decent work; （8）Social dialogue mechanism and collective bargaining mechanism;（9）Protection of rights and interests of part-timers, temporaries and subcontractors’ employees;（10）Provide competitive salary to employees; （11）Number of days of paid leave per capita per year;（12）Equal employment opportunity policy;（13）Ratio of male employee salary to female employee salary;（14）Percentage of female managers in management personnel;（15）Number of disabled employees;（16）Occupational disease prevention policy;（17）Incidence of occupational diseases;（18）Labor protection policy and measures;（19）Financial investment in labor protection;（20）special job allowance policy and coverage;（21）Coverage of employee training;（22）Employee counseling policy/measures;（23）Occupational health training;（24）Coverage of employee health examination;（25）Coverage of medical record;（26）First-aid training of employees; (27)Employee training policy;（28）Employee career development planning;（29）Annual training expenditure or per capita training expenditure;（30）Employee training performance;（31）Democratic management and transparency;（32）Employee suggestion mechanism;（33）Special protection for special groups of employees (e.g., the pregnant and nursing women);（34）Work-life balance;（35）Financial assistance to employees in need;（36）Employee satisfaction;（37）Personnel turnover 

	
	（3）
Occupational safety
	（1）Safety management system;（2）Emergency response policy;（3）Safety education and training;（4）Safety training performance;（5）Investment in occupational safety;（6） Number of work-related injuries and deaths

	
	（4）
Responsibility towards local community
	（1）Evaluation of impact on local communities;（2）Support education and lifelong learning of community members (especially disadvantaged group);（3）Local sourcing policy;（4）Percentage of local sourcing;（5）Local employment policy;（6）Percentage of local employees;（7）Donation policy,（8）Establishment of charitable fund/foundation;（9）Total donation (in 10,000 Yuan);（10）International charity;（11）Employee volunteerism policy/measures;（12）Employee volunteerism performance

	4. Environmental responsibility
	（1）
Environmental management
	（1）Environmental management system;（2）Environmental accident treatment policy;（3）Green purchasing;（4）Environmental protection training;（5）Environmental protection training performance;（6）Total investment in environmental protection;（7）R&D and application of environmentally friendly technology and equipment;（8）R&D and distribution system for environmentally friendly products;（9）Environmental stewardship ;（10）New project environmental impact assessment policy;（11）Protection of nature reserves, wetlands, forests, wildlife corridors and agricultural lands in construction projects

	
	（2）
Energy and resource conservation
	（1）Energy conservation policy and measures;（2）Per unit output value/sales energy consumption;（3）Water conservation policy, measures or technology;（4）Per unit output value water consumption and water savings;（5）Per unit product new water consumption ;（6）Policy, measures and technology encouraging use of renewable energy;（7）Renewable energy consumption or utilization rate;（8）Wastewater recycling policy and measures;（9）Recycled water utilization rate;（10）Solid waste and residue recycling policy and measures; （11）residual energy and heat recovery policy and measures;（12）Product and packaging recycling policy and measures （13）Green workplace policy or measures;（14） Green workplace performance

	
	（3）
Emission and pollution reduction
	（1）Emission reduction policy/measures; （2）sulfur dioxide emissions and reductions;（3）dust and fume emissions and reductions;（4）wastewater reduction policy/measures;（5）COD emissions and reductions;（6）waste residue reduction policy/measures;（7）waste residue discharge volume/per unit reduction;（8）Production noise control;（9）Environmental protection on factory premises and surrounding areas;（10）Actively respond to climate change;（11）greenhouse gas emission and reductions;（12）Carbon dioxide emission from business trips

	5. Correction factors
	（1）
Negative correction factor 
	（1）Negative information on responsibility management;（2）negative information on responsibility towards shareholders;（3）negative information on responsibility towards partners;（4）negative information on responsibility towards customers;（5）negative information on responsibility towards government;（6）negative information on responsibility towards employees（7）negative information on occupational safety;（8）negative information on responsibility towards local community;（9）Negative information on environmental responsibility;

	
	（2）
Positive correction factor 
	（1）Awards for responsibility management practices;（2）Awards for shareholder satisfaction;（3）Awards for partner satisfaction;（4）Awards for customer satisfaction;（5）Awards for government engagement;（6）Awards for employee engagement;（7）Awards for safety performance;（8）Awards for community participation;（9） Awards for environmental stewardship.

	
	（3）
 Leading practices
	Leading responsibility management practices


4. Value assignment and rating
Value assignment of China top 100’s CSR development index takes place in the following six steps:
1. Based on the relative importance of each element of CSR in industry-specific indicator system, weights of responsibility management, economic, social and environmental responsibilities are determined respectively using analytic hierarchy process;
2. Weights are assigned to specific indicators under each of responsibility management, economic, social and environmental responsibilities based on the materiality and importance of indicators;
3. A rating is given to each indicator under each of the four CSR elements based on the current CSR management performance and information disclosure level.

4. Initial rating of CSR index is calculated based on the assigned weights and ratings of each CSR element, using the following formula: initial rating of CSR index＝ 
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5. The final rating of CSR index results from the initial rating plus the rating of correction factor. The rating of correction factor consists of rewarding point for CSR awards or honors (one rewarding point for each award under second-level indicator) and punishing point for poor CSR performance (two punishing points for poor performance under each second-level indicator) and special bonus point for innovative practices of CSR management (five points).
6. If a company operates in a single industry, the rating of CSR development index of such industry represents the final rating of such company’s CSR development index. In case of a multi-industry company, the final rating of such company’s CSR development index is＝
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 the weight assigned to such industry. Weight assigned to a particular industry is determined based on the industry’s sensitivity to CSR. If a company operates in two industries, weight is assigned at a ratio of 6:4, meaning that the weight assigned to the more responsibly sensitive industry is 60% and the less responsibly sensitive industry is given a weight of 40%. The ratio of 5:3:2 applies to weighting of a company operating in three industries such that 50%, 30% and 20% weight is assigned to the industries in the descending order of sensitivity to social responsibility. 

5. Information sources   
The rating of China top 100’s CSR index is based on CSR information disclosed publicly and voluntarily by enterprises. Such information shall meet the following four basic conditions: 1) voluntary disclosure. Voluntary disclosure of CSR information to the general public is an important dimension to CSR practices, therefore, these information should be voluntarily disclosed by enterprises. 2）Public information. Stakeholders can easily access relevant information through public channel; 3）Materiality; these information shall accurately and substantially reflect the CSR performance of enterprises under research; 4）latest information: This information shall reflect the latest CSR practices of enterprises in question. 
While rating the CSR performance of subject companies, we not only look at the positive actions of and favorable news about the enterprises in question but also pay attention to their negative actions and unfavorable information. As few Chinese enterprises voluntarily unveil their deficiency in CSR performance, bad news about Chinese enterprises in CSR performance came not only from their CSR reports, annual reports or corporate websites but also from influential media like Xinhua.net, People.com and government websites.
6. Development stages
To intuitively reflect the current level of CSR performance and information disclosure of subject enterprises, the task team classified the subject enterprises into five groups according to the rating of CSR index and using expert evaluation technique, namely, best in class, leader, follower, starter and bystander, as shown in Table 1-5
Table 1-5  CSR performance of top 100 companies
	Type of position
	Range of rating
	Description 

	1. Best in class
	Over 80 points
	 Most socially responsible companies with comprehensive CSR management system and highest level of CSR information disclosure

	2. Leader
	60 –80 
	Leading companies with continuously improved CSR management system and comprehensive CSR information disclosure.

	3. Follower 
	40 -60 
	Companies that began pursuing CSR practices and disclose substantial CSR information.

	4. Starter 
	20 –40 
	Companies that have not yet established compete CSR management system and disclose certain fragmented and one-sided CSR information, well behind the leaders and followers.

	5. Bystander 
	Below 20 
	Companies with the lowest level of CSR information disclosure.
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�Negative information comes from People.com, Xinhua.net and other influential media outlets and government websites.   


� Information acquisition period in this study is from January 1, 2008 to June 30, 2009.


�International CSR initiatives and indicator system referenced include GRI, G3, Fortune 100 Responsibility Ranking Index, Dow Jones Sustainability Index, FTSE4Good Index, Johannesburg Stock Exchange Responsible Investment Index, BiTC CSR index; Domestic CSR initiatives referenced include Guidelines on Implementation of Social Responsibility of National Enterprises, CSR Guidelines for Industrial Enterprises and Associations in China, Recommended CSR Standard and Good CSR Practices in China, Shenzhen Stock Exchange Guidelines for CSR of Listed Companies and CSR Management System for Chinese Textile Industry; CSR reports of global top 500 referenced are mainly those from industries in which China’s top 100 firms operate so that the industry-specific key indicators can be compared between Chinese enterprises and their foreign counterparts.  


�Addition means inclusion of key indicators that are contained in ISO26000 but not involved in the existing evaluating indicator system.


�Adaptation means slightly adjusting the key indicators in the existing indicator system that are slightly inconsistent with the meaning of ISO26000 to make them consistent with ISO26000. 


� Take mechanical equipment manufacturing industry as an example.


� Rating criteria: in case of either management indicator or performance indicator, rating of either 0 or 1 is given in such a way that 1 stands for presence of relevant CSR system or disclosure of relevant performance data according to the information disclosed, otherwise such indicator is not given any score. The sum of all ratings of indictors represents the overall rating of such CSR topic.


�  Sensitivity to social responsibility is measured primarily by environmental sensitivity and customer sensitivity. Energy-consuming and polluting industries are highly environmentally sensitive, while industries directly serving consumers have a high level of customer sensitivity. For example, Sinosteel deals with mining, wholesale trade and mechanical equipment manufacturing, none of which is directly in contact with consumers, therefore should be measured by environmental sensitivity. Mining is more polluting and most environmentally sensitive, therefore is given a weight of 50%, followed by mechanical equipment manufacturing industry with 30% and then by wholesale trade with 20%
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