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CORPORATE SOCIAL RESPONSIBILITY AND CORPORATE
FINANCIAL PERFORMANCE: RELATIONSHIPS IN DIFFERENT
COUNTRIES

This study aims to examine literature about relationship between corporate social
responsibility (CSR) and financial performance (CFP) in different countries. The studies
from nine different countries were examined. The results indicate that there are three groups
of results. Three different types of relationships between CSR and CFP can be identified:
positive, negative and neutral. We claim, that researchers of 9 different countries use quite
the same methodology to different to examine the relation between CSR and CFP for different
types of companies. However, CSR is strongly influenced by cultural and socio-economic
environments and relates to a Country’s national business system. Political institutions are
potential drivers of CSR as well. Moreover, informal institutions such as national cultures
have an important effect on CSR practices. The national business system of the specific
country creates the conditions under which corporations are more or less likely to engage in
socially responsible behavior. For instance, in countries with a high degree of union power,
firms perform better on the social and environmental scores. So, variety of legislative basis
and national institutions (political, market, cultural) are drivers of CSR. They is a specific for
each country. Due to that, all examined studies are incomparable because of the national
institutions’ difference that drive responsible behavior of the companies. The results in one
country can differ in another. This article adds to the previous research devoted to the
relationship between CSR and CFP. Firstly, the study enhances understanding of the
relationship between CSR and CFP. Secondly, this study expands information about CSR in
different countries to scholars and researchers. It also contributes to investors, who consider
CSR in decisions making process.
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KOPIIOPATUBHA COLIIAJIBHA BUIITOBIIAJIBHICTD TA
®IHAHCOBI PE3VJIBTATH AISIVIBHOCTI: B3AEMO3B’SI30K B
PI3HUX KPATHAX

L]e oocnioocenns mae Ha memi GUSHUMU JIIMePAmMypy NPo 83AEMO38 30K MIdNC
KOPNopamusHow coyianbroio gionogioanvuicmio (KCB) ma ¢inancosumu noxazHuxamu 8
pisHux Kpainax. Byau 0ocniosxceni docniodicents 3 0es 'smu pisHux Kpain. Pezyromamu
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BKA3VIOMb HA HAABHICMb MPbOX 2pyn pesyibmamis. Mooxcna eudinumu mpu pizHi munu
36 ’s3ki6 misie KCB ma pe3ynomamamu OisibHOCMI: NO3UMUBHI, He2amUHi ma HeumpaibHi.
Mu cmeepoocyemo, wo 0ocnionuxu 9 pisHux Kpain 6UKOPUCIOBYIOMb YITKOM OOHY I MY JiC

Memo0onoeio, Wob po3eisiHymu numants npo 36'a30k misxc KCB ma ¢inancosumu
noxkazunkamu 01 pisnux munie komnauiu. Ha KCB eénnueae kynomyphe ma coyianvHo-
eKOHOMIUHE cepedosuule, a MaKoNc HayloHaibHa cucmema oiznecy. Ionimuyni incmumymu
maxooic € nomenyivnumu pywiamu KCB. Kpim moeo, neghopmanvui ycmarnosu, maxi sax
Hayionanvui Kyremypu, maroms eniue Ha KCB. Hayionanvha 6iznec-cucmema KOHKpemuoi

KpaiHu cmeopio€ yMo8u, 3a AKUX NiIONPUEMCIBA 3 DIIbULOI0 YU MEHULO UMOBIDHICIO

3acmoco8yoms coyianbHo-8i0N08I0ANbHY N06ediHKY. Hanpukiad, y kpainax, wo maromso
BUCOKULL CMYNIHb 8NIUBY NPOGPCRINOK, QipMu npayooms Kpawe 3a CoyialbHUMU ma
eKo102TyHUMU noKazHuxamu. Omoice, PI3HOMAHIMHICMb 3aKOHO0ABY0I 6A3U MA HAYIOHANbHI
iHcmumymu (noximuuni, punkosi, kynemypui) € pywitnumu cunamu KCB. Bonu €
cneyugivHuMu 07151 KOKHCHOI Kpainu. 3ae0saKu ybomy 6ci 0ocnioceri 36:a3xie KCB ma
QDiHAHCOBUX NOKA3UHKIG € HENOPIBHIOBAHUMU Yepe3 PIZHUYIO 8 HAYIOHATbHUX IHCMUMYMAax,

Wo BNIUBAIOMbHA COYIANLHO- 8I0N0BIOANbHY NOBEIIHKY KoMnaHiu. Pe3ynbvmamu 6 oOHil
Kpaiti MOJCyms pisHUMUCIb 8i0 pe3ylbmamis 6 iHwitl Kpaiui. L{e 0ocniodcenHs 00noeHoe

nonepeoni 00CI0NHCEeH S, AKI GUBUAIOMb 8IOHOCUHU MIXHC KOPNOPAMUBHOI COYIANIbHOIO

gionogioanvricmio ma Qinancosumu pesyromamamu. 3HauyeHHs O0CIIONHCEHHS NOJIA2AE 8
MoMmy, o 80HO, NO-nepuie, pO3UUPIOE PO3YMIHHA 83aem038'a3Ky mide KCB ma
pe3yibmamamu OisIbHOCMi; a no-opyeze, ye 00CaioxucerHs 0onosnioe ingopmayiro npo KCB y
PI3HUX KpaiHax OJis1 HAYKOBYi6 ma O0CNIOHUKIB. [[OCTIONCEH S MAKONC MOHCE OONOMOMU
ineecmopam, sxi epaxosyrome KCB y npoyeci nputinimms piuieto.
Kniwwuosi cnosa: KCB, ¢inancosa disinbHicms, penmabdenvHicms akmueis, peHmaoelibHicmb
811ACHO20 KANIMay

Introduction. It is widely recognized that people judgment of
corporations depends upon actions toward business consciousness and
awareness of social needs. It is resulting in a powerful trend concerns with
Corporate Social Responsibility (CSR).

As far as CSR underpins the objectives of the Europe 2020 strategy for
smart, sustainable and inclusive growth more and more documents appears, that
direct and measure acts of socially responsible businesses. UN GPRF [28]
provides straight forward guidance for companies to report on how they respect
human rights. IRIS [14] issued by The Global Impact Investing Network for
measurement practices across the impact investment industry. IRIS is the list of
generally-accepted KPI to measure social, environmental, and financial success,
evaluate deals, and grow the credibility of the impact investing industry. We

also can remind GRI standards.
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However, to make CSR more strict EU affects crucial aspects of business
by legislative changes. European Parliament approved at the end of 2014 The
Directive [9] on disclosure of nonfinancial and diversity information, that
became a basis for European Action Plan on Integrated Performance and
Reporting and should be implemented in national laws of EU states. It becomes
the 1st legislative act that makes firms to prepare non-financial statements. All
documents issued by EU before it, were in the form of recommendations.

Despite of legislative regulation of CSR companies are doubtful about the
nature of CSR. Is it an investment or expenditure? The answer to this question is
so significant, that a huge number of works dedicated to the relationship
between CSR and Corporate Financial Performance (CFP) all over the world.

Literature review. The topic of disclosure the relation between CSR and
financial performance is extremely popular.

There has been more than 30 years of research and more than 100
empirical studies on the issue of the relationship between CSR reporting and
financial performance, the findings have been mixed (Garcia-Castro et al.,
2010). In a review of 127 previous studies, Margolis and Walsh (Margolis and
Walsh, 2003) found that 109 studies treated CSR reporting as an independent
variable in order to investigate if it was predictive of company’s financial
performance. They found the next:

1) number of studies, that indicated a significant positive relationship —
54;

2) number of studies, that showed a significant negative relationship — 27;

3) number of studies, that revealed a non-significant relationship - 28.

Therefore, there have been three quite different results in studies seeking a
relationship between CSR and corporate performance; a positive, a negative and

no relationship.
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The same conclusion was made by Criséstomo (Criséstomo et al. 2011),
who implies the existence of three-dimensional (positive, negative and neutral)
arguments concerning the relationship between CSR and FCP.

Allouche and Laroche (2006) identified the results of 93 empirical studies
on the relationship between CSR and FCP. The greatest part of these studies
analyzed (49 from 93 studies which makes 52.68%) shows a positive
relationship between social performance and financial performance, whatever
the financial criteria used.

We also found quite interesting the article by M. Mikotajek-Gocejna
(Mikotajek-Gocejna, 2016), who examined correlations between CSR and FCP,
based on empirical studies conducted by other authors in different countries. In
total, the analysis comprises 53 studies and the results obtained for 16,119
companies. Correlations between CSR and corporate performance author
grouped into four categories: positive, neutral, negative, and mixed.

Research question. Decades of research on CSR relationship with CFP
have shown that it vary across the countries and can be weaker or stronger from
country to country. Despite the trend towards extending the concept of CSR
globally the question about the relationship’ variety between CSR and CFP is
not revealed enough.

The main objective of the study is to test this relationship taking into
account practice in different countries

Methodology. This analysis of the correlation between CSR and CFP
performance is based on the examining of literature studies.

Results and Discussions. First of all, we to conduct research of the
publications dedicated to the relationship between CSR and CFP in different
counties. The works describe the situation in specific country.

1. India

The article (Gautam, Richa; Singh, Anju; Bhowmick, Debraj 2016)

explores the relationship between financial and social performance of a sample
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of 500 Indian companies. Authors measure CFP by accounting-based measures
such as Return on Capital Employed (ROCE), ROA and Profit after Tax (PAT)
for company’s financial performance. The CSR is disclosed by weighted
average of company score after content analysis + Karmayog score). Regression
analysis was employed to examine the relationship.

In summary the authors claimed that better financial performance results
in improved CSR and positive relationship was found between indicators of
financial performance and CSR disclosure. So, “improved CSR leads to better
financial performance” stated authors.

In the study (Bedi, Harpreet Singh, 2009) top 1000 firms are examined for
the financial year 2007-08 have been examined.

The analysis reveals that there is a positive relationship between CSR and
financial performance and the descriptive and inferential measures shows that
Corporate social expenditure depends upon the financial performance of the
Company. But at the same time, we can conclude that most of the top Indian
companies are spending nothing on part of their social responsibilities.

2. Jordan

The aim the study (Weshah, S., Dahiyat, A., Awwad, M., Hajjat, E. 2012),
is to examine the relationship between CSR and Corporate Financial
Performance among other factors.

In this study Corporate Financial is measured by ROA, while CSR is
measured by the ratio of the amount of donation disclosed to interest revenue
plus the ratio of training expenses to interest revenue

In the summary authors claims, that Depending on the statistical analytical
plus simple and multiple regressions, using SPSS, they found that there is a
significant relationship between the levels of bank’s CSR and the bank’s CFP.

3. Pakistan.

The paper (Waheed, R., Lv, Y., Sarwar, S., & Sarwar, H., 2016)

investigates the impact of corporate social responsibility on firms financial
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performances in Pakistan. The data of 50 companies listed in Karachi stock
exchange are used over the period 2005-2013. ROE and ROA are used as a
proxy of company’s financial performance. Whereas, community performance,
environment management system and employee relations are taken as a proxy of
CSR.

In the conclusion authors state that the community performance,
environment management system and employee relations confirm significant
positive relationship with ROE. The community performance confirms a
significant positive relationship with ROA; environment management system
proves significant positive; on contrary, employee relation is insignificant and
has no role in firms’ financial performances. The results conclude the significant
role of CSR on the firms’ financial performance in developing countries.

The same time the paper (Igbal, N., Ahmad, N., Basheer, N. A., &
Nadeem, M., 2012) devoted to the relationship of CSR, financial performance
and market value of the share and financial leverage showed quite different
results. In this study 156 listed companies on Karachi Stock Exchange from
textile sector, chemical sector, cement sector and the tobacco sector are taken.
The observations was taken for 2010 and 2011.

For CSR indication authors used weighted index, which includes nine
parameters: corporate governance, business ethical principles, environmental
compliance, social compliance, disclosure environmental and social report,
product integrity, corporate giving’s and community investment, stakeholders
dialogue and supply chain security. To compute relationship between the CSR
and financial performance, we excluded the score of financial performance to
avoid the similarity in data problem. To compute the CFP ROE and ROA were
used.

The results of the study conclude that CSR has no effect on CFP.
Moreover, in this study CSR has negative effect on the market value of the

share, but no relationship to financial leverage of the firm.
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4. Nigeria

On the contrast to many other countries, many researches have been
conducted in Nigeria. Most of them examine different industries, although the
most popular is pharmaceutical industry in Nigeria.

Mba (2006) examined the impact of CSR on financial performance of
quoted companies in Nigeria. The study results revealed the negative
relationship between CSR and ROE as well as Chand (2006).

The study (Muhammad Shaheer Nuhu, Sani Salisu, 2017) examines the
effects of CSR on financial performance of quoted pharmaceutical companies in
Nigeria for 10 years period (2006-2015).

The study examined the effect between profitability, firm size, corporate
tax and CSR focusing on the Nigerian marketing petroleum and food and
beverages sector. The population of this study comprises of marketing
petroleum and food and beverages companies that are listed in the Nigerian
Stock Exchange.

Data were collected from the annual report and accounts of the selected
companies. Using the profit before tax and interest, tax paid and the annual
turnover as proxies for profitability, corporate tax and firm size respectively.
The results revealed a significant positive effect between profitability, corporate
tax and CSR. The result of the study shows a significant negative effect between
firm size and CSR.

5. Egypt

The paper (Basuony, M. A. K., Elseidi, R. I., & Mohamed, E. K. A,,
2014) investigates the CSR on organization performance in Egypt.

CSR in this research consists of four dimensions which are economic,
ethical, legal and discretionary dimensions. Firm size, firm age and type of
industry are the control variables used in this framework. Firm performance in
this work is represented by ROA, ROE, return on sales (ROS), competitive
position and sales growth
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The findings of this study found that there is a positive and significant
effect of CSR on firm performance. Also, all CSR dimensions have significant
relationship with firm financial performance.

6. Thailand

The study’s (Muttanachai Suttipun, 2014) objectives were to test the
different levels of CSR reporting by companies listed on the Stock Exchange of
Thailand between groups based on industry type, auditor type, and CSR award,
and to test the relationships between corporate characteristics, CSR reporting,
and financial performance. Full model of path analysis in this study reveals
“CSR reporting as the dependent variable, and the corporate characteristics,
industry type, auditor type, and CSR award as independent variables.
Alternatively, with firm performance as the dependent variable, the corporate
characteristics, and CSR reporting can be viewed as independent variables”.

In the conclusion authors reveals significant relationship between industry
type, the level of corporate social responsibility reporting, and financial
performance. They found that it would be desirable to require mandatory CSR
reporting by Thai listed companies., due to the the results showing a relationship
between CSR reporting and company performance.

7. France

The impact of voluntary disclosure about CSR on firm’s financial
performance was investigate in the paper (Najah, Ahlem and Jarboui, Anis,
2013). The authors examined 201 big French companies over a period of 2000-
2010.

Firm’s financial performance was indicated by ROA and ROE. The Study
focused on the CSR reports as a proxy of social performance.

The results showed that there is no significant relation between CSR
disclosure and financial performance for French companies

8. UK
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The study (Adeneye, Y.B., Ahmed, M. (2015), examined the impact of
CSR on company performance. A descriptive research design was adopted.
Corporate social responsibility was measured using CSR index. Company
performance was measured using market to book value (MBV), company size
and return on capital employed (ROCE). 500 firms in the United Kingdom were
examined in the paper.

Findings showed significant positive relationship between CSR, MBV
and ROCE; however, no significant relationship between CSR and size of the
firm was found.

9. Sri Lanka

The study (Hewage Rs, Wijesundara Cnr, Rasika Dgl, 2016) examines the
impact of CSR on company financial performance.

CSR is estimated by three kind of activities: to environment, to employees
and to community.

15 listed financial companies in Colombo Stock Exchange were examined
for the period 2011 - 2014. Financial Performance was estimated through ROA
and ROE. CSR was measured by ranking method of quantifying the CSR
activities.

The results indicated that CSR has a significant influence on company
financial performance.

According to our research of 9 different countries from different parts of
the world, relationship between CSR and CFP can be divided into three different
types of results: positive, negative or neutral. The main factor of such situation
is a variety of legislative basis and national institutions (political, market,
cultural) as drivers of CSR. They is a specific for each country. Some studies
has shown the influence of the political environment (Bushman, Piotroski &
Smith, 2004), the legal environment, press diffusion (Dyck & Zingales, 2004),

and cultural heritage on corporate governance and CSR.
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CSR is strongly influenced by cultural and socio-economic environments
(Aguilera, Rupp, Williams, & Ganapathi, 2007; Matten & Moon, 2008) and
relates to a country’s national business system.

loannis loannou and George Serafeim (2010) have argued for the
importance of political institutions as potential drivers of CSR. They identify
two fundamental institutional drivers in theoretical analysis: the level of
corruption in the country, and the overarching ideological stigma of its
government. Labor market institutions essentially act as a mechanism of
structural truce. In countries with a high degree of union power, firms perform
better on the social and environmental scores, since powerful unions may push
for more benefits for employees, such as employees’ health and safety
provisions, workplace amenities, more socially responsible policies for local
communities. Moreover, unions may even increase overall awareness of the
firm’s environmental policies to audiences outside the firm itself.

In such conditions, country’s national business system creates the
conditions under which corporations are more or less likely to engage in socially
responsible behavior.

Moreover, informal institutions such as national cultures have an
important effect on CSR practices. This is not surprising, as cultures are
persistent and uniformly affect different aspects of organization behavior (e.g.,
adoption, engagement, and compliance), compared with more context-specific
regulations and rules (Whitley, 1999).

Conclusions. This article adds to the previous research devoted to the
relationship between corporate social responsibility and corporate financial
performance. This study shows up that relationship between CSR and CFP in
different countries can be divided into three different types of relationships:
positive, negative and neutral.

The study claims, that researchers of 9 different countries use quite the

same methodology to different types of companies to examine the relation
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between CSR and CFP. However, all examined studies are incomparable due to
the difference of the national institutions, which drives responsible behavior of
the companies. The results in one country can be different in another.

The study contributes to the CSR literature in the following ways. Firstly,
the study enhances understanding of the relationship between CSR and CFP.
Secondly, this study expands information about CSR in different countries to
scholars and researchers. It also contributes to investors, who consider CSR in

decisions making process.
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