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Abstract 

 

The main aim of this paper is to present and emphasize the 

corporate social responsibility and its influence on the business financial 

performances. Thereby, brief historical review on the concept of CSR 

will be initially made. It is a relatively new concept that is insufficiently 

researched. Therefore, there are certain dilemmas regarding the essence, 

the idea, the definition, as well as the elements that the same concept 

includes. However, it is an indisputable fact that the scientific and 

professional public pays an increasing attention to the CSR. 

Increased pressure by different social groups is one of the most 

important motives (reasons) that the companies are considering the 

interaction between their operations within the society. These social 

groups are becoming stronger, creating a relatively complex 

environment. At the same time, they make pressure to the companies in 

order to behave responsibly and to create a social climate in which the 
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expectations from some companies become high. In this sense, it should 

not be neglect the actual trends in the countries for adoption legislation in 

this area, which inaugurates the obligation for the companies to adhere 

and to fulfill certain commitments to the society and the environment.  

As we already stressed, the emphasis of this paper will be given 

to the CSR and its influence on the business financial performances. For 

this purpose, different aspects of the CSR will be reviewed, including the 

reversible process of influence on the business financial performances 

over the liability to the society. The processing and analysis of some 

practical examples will aim to show and at the same time determine the 

interaction between these two categories, giving an illustrative character 

to this paper.     

We hope that on this way we would be able to give a modest 

contribution to the clarification of certain aspects related with the subject 

matter, simultaneously expressing our expectation that this paper will be 

an incentive for further research in this specific area.  

 

Key words: corporate social responsibility, financial 

performances, business, company, society.  
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Introduction 

 

The corporate social responsibility concept is a relatively new 

concept that is not sufficiently researched. Therefore, there are certain 

dilemmas regarding the essence, the idea, the definition, as well as the 

elements that the same concept includes itself. However, despite the 

dilemmas, there is no doubt that the scientific and professional public pay 

an increasing attention to the CSR in both the theory and practice. 

Increased pressure by different interest social groups is one of the 

most important motives (reasons) that companies are increasingly 

considering the interaction between their operations and society. These 

social groups are growing in number and becoming stronger, creating a 

relatively complex environment. At the same time, they exert increased 

pressure on the companies to behave responsibly and to create a social 

climate in which the expectations from some companies become high. A 

large number of states have also forced the business by means of laws 
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and various formal regulations to accomplish certain obligations towards 

society and environment. 

The main topic of this paper is the corporate social responsibility 

and its (mutual) influence on business financial performances. For this 

purpose, the paper reviews a number of aspects of the corporate social 

responsibility, including the reversible process of influence on the 

business financial performances over the liability to the society. The 

processing and analysis of some practical examples are intended to show 

and at the same time, to determine the interaction between these two 

categories. 

 

 

1. The notion and concept of corporate social responsibility 
 

The concept of corporate social responsibility is permanently 

evolving. Despite the general demand of the public for increased 

profitability of the business subjects, seen chronologically, since the mid-

90es the organizational systems are oriented to long-term operations 

based on improved economic stability, employment framework, 

governing standards, social welfare and standards for protection of the 

environment.  

According to the European Commission, the Social responsibility 

is “a concept through which the companies willingly integrate their 

concerns for the community and the environment in their business 

activities and in their mutual connection withother stakeholders“
5
.  

According to the Business for Social Responsibility (BSR), the 

corporatesocial responsibilityis defined as “an achievement of 

commercial success in manners that satisfy the ethical values and respect 

people, communities and environment.“
6
 Taking into consideration the 

dimension of the corporate social responsibility practices to act over and 

above the very following of the law is the determination of CSR as 

“actions that occur in order to continue particular societal good, beyond 

the company’s interest and what is required by law.“
7
 

                                                           

5
 Commission Green Paper (2001) ”Promoting a European framework for CSR”.COM 

(2001)366, Final. 
6
 http://www.bsr.org/ Accessed on 15 th of December 2011. 

7
 McWilliams, A. and D. Siegel, “Corporate Social Responsibility: Correlation or 

Misspecification?”, Strategic Management Journal, 21, (2000), p.603-617. 
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The Social responsibility is seen as a comprehensive set of 

policies, practices and programs integrated in the business operations, 

supply chain and the processes of decision making within the company 

and they usually include issues related to the business ethics, the 

investments in the community, the care for the environment, the 

governing, the human rights at both the market and the workplace.The 

concept is permanently upgraded. In that course, the Lisbon Strategy 

pursuing to build friendly business environment sees CSR of the business 

subjects as the best win-win scenario that simultaneously brings higher 

productivity and social benefit (2009). 

The most covered framework for its definition in the research 

approach is “Triple bottomline“, that reflects the organizational 

performance in which the social, ecological and economic issues are in 

mutual interplay. The purpose of “Triple bottomline” approach is to 

provide social performance that is socially responsible, ecologically 

acceptable and economically applicative
8
. The research of the concept 

has identified two key drivers of the development and promotion of the 

platform for CSR, that is, the economic aspects and the altruistic 

approach. The companies differ by the way of accomplishing their social 

responsibility depending on the influence of a number of factors such as 

the size of the company, the activity of the company, its organizational 

and business culture, the requirements and the pressures of the 

stakeholders, as well as the historical progress of the company in the 

application of the social responsibility. 

Some companies are directed toward one particular area 

considered to be the most important for them or where they have the 

biggest influence or weakness (for example, the human rights or the 

environment). Other companies are aimed at integrating the social 

responsibility in all aspects of their operation. However, if we want to 

have successful application of social responsibility, it is necessary to be 

integral part of the corporate values and strategic planning, the specific 

objectives and the basic competences of the company, and both the 

management and the employees to be devoted to it. It includes accurate 

formulation of the mission and the key values of the company, 

application of the ethical code, application of the corporate management 

code, risk analysis, providing training in ethical behavior, establishing 

measures and preparing reports on the social, ethical and ecological 

                                                           

8
 http://www.simplycsr.co.uk/ (Accessed on 21

st
 of January 2012). 
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aspects of the business
9
. 

The creation of the socially responsible policies is a subject 

matter of the profit. They move between the philanthropy and the legal 

framework, addressing the way in which the companies achieve their 

economic, social and ecological influence, as well as the connection with 

the stakeholders in all spheres of their operation. The strategic approach 

in creation of the socially responsible policies has developmental 

dimension, it leads to long-term solution of the social problems and their 

origin, addressing their reasons as well. It develops the human social 

dimension of the business subjects and creates prerequisites for equal 

possibilities for all. One of the practices most frequently associated to 

CSR is the corporate philanthropy. The corporative philanthropy, that is, 

the corporative donation means social investment in the society
10

. This 

investment may be profit and/or resource related both to the internal and 

the external stakeholders
11

. 

The improvement of the social community concerns the programs 

and the measures that the business applies for solution of the problems, 

that is, for improvement of the life quality of the social community.The 

most frequent activities conducted by the business in that direction are as 

follows: 

 Philanthropic donations: direct non-returnable grants of money, 

products and services by the business in order to support 

particular charitable action or to achieve particular social 

objectives (for example, a singlemoney donation for the hospitals 

or children deprived of parental care, as well as sponsorships for 

particular book of social interest or cultural and sports events) 

(Kotler, Lee 2003, pp.167-171). 

 Volunteering for the needs of the social community: the 

companies support and encourage their employees, business 

partners, customers of franchises to volunteer for supporting the 

local charitable organization in achieving the social objectives 

                                                           

9
 Dentchev, N.A. (2004) “Corporate Social Performance as a Business Strategy”, 

Journal of Business Ethics, 55, p.395-410. 
10

 Kusenikova, N., “The way to effective support of the community – Guide for 

corporate philanthropy”, Association “Connect”, Skopje, 2010. (Кусеникова, 

Н.,“Патот до ефективна поддршка на зедницата Водич за корпоративна 

филантропија” Здружение Конект, Скопје, 2010). 
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(collecting food and donations, draining swamps, cleaning of 

particular parts of the city, tree planting etc.). 

 Promotion of social objectives: providing resources for 

improvement of the population awareness for the social objective 

developed by a particular non- profit organization (for example, 

UNICEF support in collecting contribution for the sick and 

starving population worldwide). 
 

Support of the social community through marketing companies, 

which means to set a certain part aside from the incomes of sale of 

particular product or production line of the company intended for the 

solution of a particular social problem. 

Compound part of the social responsibility is also the activities 

aimed to the improvement of the environment, which concern the use of 

the company’s resources for solution of the ecological problems. The 

ecological dimension of the social responsibility also means utilization of 

the high-end technology which is able to eliminate the company’s 

negative effects onthe environment (such as, for example, technologies 

for waste recycling, use of renewable sources of energy, water and air 

protection against pollution and alike). 

The activities for creation of working environment that improve 

the quality of the employees’ life are directed to investments and efforts 

for ensuring a workplace that the employees will consider to be a 

perfect workplace. It includes different training and mentoring 

programs (that will enable the employees to advance in their 

career), stimulative rewarding methods (based on their outcomes), 

continued improvement (which provides promotion on the job), 

flexible working hours, higher participation in decision making, 

regulation of the working hours and the allowed overtime work, 

improvement of the occupational care, providing proper working 

conditions and alike. There are seven groups of CSR activities defined 

in the research history of the concept. 
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Figure 1: Major groups of CSR activities
12

 
 

 
 

 

2. The need for socially responsible operation of corporations 
 

The greatest influence over the interest in the Social responsibility 

resulted from the strong pressure exerted by particular social groups. It 

contributed to the strengthening of the companies’ awarenessfor their 

responsibility toward the society.  

In the 1990s the pressure exerted by different social groups 

(organization for protection of environment, for customer protection, 

workers’ protection etc.) became very strong and created very complex 

surrounding for each business subject. It is noticeable that those groups 

and organizations have exerted increased influence over the companies 

regarding the responsibilities for their business operations and the 

creation of social climate. Moreover, a large number of countries, 

especially the developed countries, standardized the minimal business 

requirements in particular areas of the social responsibility throughout 

their legislation.Very severe sanctions apply for disobedience and 

violence of the determined regulations. In many countries of the 

European Union, for example, we can find rulebooks that oblige the 

business to provide normal working conditions (respecting the 

determined working hours and maximum allowed overtime work); to 

provide equal possibilities for all employees, to protect the human rights 

of the employees and to prevent discrimination of the employees, as well 
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 Catalogue of CSR Activities: A broad overview. An Ashridge report produced forThe 

Danish Commerce and Companies AgencySeptember 2005. 
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as to forbid children’s labor, to establish fair compensation structure, 

plans for employee development, as well as to guarantee the employees’ 

freedom to join various trade unions; to encourage and improve the 

relations with business partners and to respect the agreed obligations; to 

perform high-end ethical behavior with the suppliers, clients, strategic 

partners); to contribute to the anticorruption fight etc.  

Besides the legal requirements and the pressure exerted by the 

stakeholders and various interest groups, the owners and the managers 

become aware that the socially responsible operation provides 

sustainable competitive advantage which contributes to the following 

(Kotler, Lee 2003, pp.12-13): 

 Strengthening of the corporate image,  

 Strengtheningof the brand positions, 

 Increased sales and market share,  

 Drawing talented working force, 

 Reducing the operational costs etc. 
 

The corporative image and reputation represent intangible values 

of a company that affect the sustainable competitive advantage. The 

socially responsible operation contributes to the strengthening of the 

position of a particular brand especially when the customers connects it 

to a particular social objective which the company supports through 

setting aside a part of the incomes from the sale of a concrete brand, 

supporting certain humanitarian activities etc.The customers’ awareness 

of their own power focuses the company’s attention and requirements on 

the product safety, wherein they prefer products and services offered by 

the companies that they believe behave responsibly. At the labor market 

the companies offering good working conditions, respect the employees’ 

rights, provide possibilities for upgrading and education, are more 

attractive for the labor force and they more easily provide competent and 

talented resources as well.  

Although it seems financially expensive, however, the socially 

responsible operation may result in reduction of the costs in a number of 

ways. The application of the ecological standards, the saving of electric 

power, water and alike, all these affect the cost reduction. Moreover, the 

humanitarian actions and socially beneficial programs and measures 

accompanied by marketing promotion (publications, advertisementsetc.) 

speak in favor of the fact that the company works on its own promotion 

and free publicity.  
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3. Economic drivers for corporate social responsibility 
 

On the basis of the experiences of the companies that have 

adopted the CSR policy or have applied it as a part of their strategies, the 

expert public has identified a number of ways in which the application of 

this approach in decision-making improves the financial performances. 

Drivers cannot be seen individually, but unavoidable is the fact that 

different companies can have different drivers. Drivers can have different 

intensity as well, depending on the field of operation (industry – 

surrounding). The decision on adoption of the CSR practices, their 

integration in the company’s strategy results from the combination of the 

drivers.  

The World Economic Forum and the Business in the Community 

regarding the voluntary adoption of the corporate social responsibility by 

the companies worldwide has identified the following most influential 

economic drivers: 

 

3.1. Hiring, Motivation and Retention of Employees 

 

The recent research point out that the internal employee-oriented 

CSR practices of the company are significant factor for sustainable 

development of the companies, especially when we are talking about 

providing equal approach to the hiring, attraction and retention of the 

talented and diversified working force
13

. The companies that take care of 

the balance between the employees’ working and private activities, of 

their professional interests, offering them good working conditions to 

achieve better performances regarding the quality, as well as a higher 

level of productivity. 

 

3.2. Learning and Innovation 

 

Investments in learning and innovation are of key importance for 

long-term survival of any business. The business community uses them 

as tools to respond the ecological – technological and societal risks and 

challenges, but at the same time, it uses them as its own attributes in 

preparation for incorporation of the new business possibilities. 
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 Ibid. 
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3.3. Reputation Management/Improvement 
 

Profitability and success of the company partially depend on the 

image that the clients, suppliers and the wider community have of the 

company. The incorporated CSR concept in the business strategy of the 

company provides means for managing and directing the positions and 

the perceptions of their stakeholders, the building of their trust and 

enjoying the benefits of the positive relations for the purpose of 

providing business advantage. 

 

3.4. Risk Profile and Risk Management 
 

CSR practices enable the company to manage the risk more 

efficiently, to reduce the possible losses, as well as to use the leadership 

positions as a means for achieving competitive advantage at the 

economic market. 

 

3.5. Relations with Investors and Access to Capital 
 

The investing community increasingly sees the CSR concept as a 

long-term risk management and good managing practices. The recent 

research point out to the fact that the analysts attribute equal importance 

to the corporate reputation as they attribute to the financial 

performances
14

. 

 

 

4. Relation between corporate social responsibility and 

financial performances 
 

Undoubtedly, the profit is one of the most important elements for 

each business. The profitability is the most important aspect that affects 

the development and survival of the firm. The expectations of all 

shareholders are return, that is, fertilization of the invested resources.  

Most of the researches consider that the increase of the financial 

operation is the key driving power for the firms to report CSR. However, 

the process of corporate social reporting is very expensive process. The 

argument is that the companies, which report investments in CSR 

                                                           

14
 Klassen, R.D. and C.P. McLaughlin, “The impact of environmental management on 

firm performance”, Management Science, 42, p.1199-1214. 
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practices, have increased profit, while other companies face negative 

effects over their financial performances.  

There are many reasons for the companies to report their CSR 

investments. There are two major parties in the debate. The first is that 

the companies oblige themselves to report CSR, because they accept to 

have responsibility toward a large number of stakeholders in the society, 

not only toward their shareholders. The other party of the debate is the 

explanation that there is a kind of payoff if the company reports CSR 

investment. According to Lyon, there are a number of benefits listed, 

such as better PR, increased recognition of the product, increased 

motivation of the employees, increased team of working force, better 

public image of the company, increased long- term profitability. In 2002, 

KPM Gone of the four largest world consulting houses prepared a report 

indicating that 45% of the 250 largest companies worldwide prepare a 

Report on the social responsibility, which represents an increase of 35% 

compared to 1999
15

. The connection between the CSR practices of the 

company and its financial performances is a subject matter of a debate 

for many years, and there is no final consensus on the correlation 

between the variables researched through different methodological 

approaches and models. 

 

4.1. Positive correlation between CSR and financial 

performances 

 

The positive correlation between the economic performances of 

the firm and its role in the control of thepollution in the paper industry 

was elaborated by Spicer (1978). His study has shown that when the 

control of pollution is higher, the company realizes higher profitability 

and faces lower systematic risk. It was also indicated that the benefits 

were short-term.  

Anderson and Frankel (1980) using the market value of the firm 

as a measure for the financial performanceshave displayed its approach 

to CSR. They have identified positive correlation between CSR and the 

market value, which means the degree of investments was higher in the 

companies that have reported CSR. Such practice has confirmed the 

existence of the so-called “ethical investors”.  

                                                           

15
 Lyon, D. (2007). An Investigation into the relationship between Corporate Social 

Responsibility reporting and Financial Performance, Management review. 
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4.2. Negative correlation between CSR and financial 

performances 

 

The opposite consideration of the most researchers regarding the 

influence of CSR over the profitability relates to the influence of the 

firm’s financial performances on the CSR investments, not vice versa. 

According to Maguire, companies having “spare assets” at their disposal 

have bigger possibility to invest in both the society and the environment. 

His consideration that the firm having higher profit is more likely to 

report CSR investment was shared by Parket and Eilbirt
16

. 

 

 

5. Concluding Remarks  
 

Taking the aforementioned into consideration, one can conclude 

that there is a large debate and discordance regarding the legitimacy and 

evaluation what a socially responsible business represents. There are 

various views and positions over the role of both the entire business, and 

the individual companies in the society, as well as disagreement whether 

the profit should be the sole objective of a corporation. The companies 

having better financial performances have also more resources in their 

possession, which they invest in the social segments and performances, 

such as the employees, environment, their surrounding, in other words, in 

the community as a whole. The financially strong and powerful 

companies can afford to invest in ways by which they will gain 

long-term strategic influence, such as, for example, providing 

services for the community and their employees. Those resources 

can be strategically connected with their better image in the public and 

improvement of the relationships with the community for the purposed of 

attracting more qualified workers. 

Socially responsible companies undoubtedly have higher brand 

image and positive reputation among the customers. At the same time, 

they have the possibility to attract more established employees and 

business partners. The companies that adopt CSR are basically more 

transparent and bear lesser risk of bribery and corruption. They also bear 

lesser risk of negative social events, which could damage their reputation 

                                                           

16
 Parket. I. R. and Eilbirt, H. “Social Responsibility: The Underlying Factor” Business 

horizonts, p.5-10. 
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and cost millions for expenses for additional information and advertising 

campaigns or court proceedings. 

There are companies in our country that have exhibited corporate 

socially responsible behavior, but unfortunately, there is a lack of culture 

of reporting the corporate social responsibility, which would allow 

conducting relevant research on the corporate social responsibility and its 

correlation to the financial performances. 

At the end, we would like to express our hope that the increased 

attention also paid to this conceptin Republic of Macedonia would be 

stimulus for the domestic companies to develop the awareness and the 

need of the application of CSR standards, which as bottom line (as we 

determined in this paper) would lead to the improvement of their 

business performances. 
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