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Abstract

Purpose — An abundance of academic studies have been devoted to the investigation of corporate
social responsibilities, and although the business world seems to have accepted the general idea that it
should be socially responsible, it has never been asked what executives perceive their social
responsibilities to be. Additionally, extensive research in an attempt to identify the relationship
between corporate social and financial performance by investigating companies’ annual and financial
reports has shown largely inconclusive results. This paper therefore aims to investigate the insights of
corporate executives on both the issues of the social responsibilities of business and the link between
corporate social responsibility (CSR) and financial performance. With respect to corporate executives,
the authors investigated if there are differences between the perceptions of executives of FTSE 100 and
FTSE All-Share.

Design/methodology/approach — The data was collected via online survey and semi-structured
interviews with the executives of FTSE All-Share companies. Out of 531 executives, the authors
received 82 responses of a response rate of 17 per cent. They contacted 178 executives representing
FTSE 100 companies and received 29 responses of a response rate of 17.6 per cent. In order to build a
phenomenological approach to this study, the authors interviewed four executives to document their
opinions and thoughts.

Findings — The results indicate that the business world holds a narrow view of its social
responsibilities whilst maintaining that it is possible to be both profitable and respectful to its
stakeholders. The analysis also reveals that socially responsible businesses employ CSR in pursuit of
their commercial interests and consider it to be their competitive advantage. Moreover, the business
seems to have integrated CSR into all its operations and activities and considers it as a necessity rather
than luxury, which suggests that CSR and financial performance are in synergy.

Originality/value — One major contribution of this study is the difference analysed between
perceptions of executives of FTSE 100 and other FTSE All-Share companies on whether CSR policies
and activities are implemented only when extra financial resources are available. This might suggest
that FTSE 100 companies are more likely to have already integrated CSR into their business strategy
and therefore devote financial resources to their CSR programs. Other FTSE All-Share companies, in
contrast, might still be regarding CSR as an add-on and therefore spend monies on CSR only when
Emerald they have extra financial resources available. The similar explanation can be offered for the difference
between perceptions of executives of FTSE 100 and other FTSE All-Share companies as to whether
implementation of CSR policies and activities will increase overheads, increase share prices in the

Sustainability Accounting, following years and help raise new capital.
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1. Introduction CSR and
The idea of social responsibility of business has evolved greatly since the 1950s proﬁtability
(Carroll and Shabana, 2010, p. 86). During its development numerous:

[...] competing, complementary and overlapping concepts such as corporate citizenship,

business ethics, stakeholder management and sustainability [...] [appeared, however,] the

concept of corporate social performance (CSP) has become an established umbrella term

which embraces both the descriptive and normative aspects of the field, as well as placing an 191
emphasis on all that firms are achieving or accomplishing in the realm of social responsibility
policies, practices and results.

Additionally, the CSP concept is employed by those researchers who investigate the
relationship between social responsibility and financial performance (Lee, 2008).
Stakeholder management, on the other hand, is regarded as the practical means
companies use to fulfil their social responsibilities (Hine and Preuss, 2009). However, it is
still not clear as to which stakeholders should be included into business decision-making
and what their status is (Hine and Preuss, 2009), i.e. the dichotomy of the narrow and
wide stakeholder approaches still exists.

Numerous researchers attempted to identify the relationship between CSP and
corporate financial performance (CFP) but found their results varying from positive
relationship to inconclusive results (Roman et al, 1999; Margolis and Walsh, 2003;
Orlitzky et al., 2003). Although the majority of studies found a positive relationship,
“[wlhat appears to be a definite link between CSP and CFP may turn out to be more
illusory than the body of results suggests” (Margolis and Walsh, 2003, p. 278). This is
due to a number of reasons: the problem of measuring (CSP) (Waddock and Graves,
1997); omission of control variables which influence significantly the CFP (McWilliams
and Siegel, 2000); “over reliance on negative screening processes to establish the sample;
[...] the inclusion of limited number of accounting and market performance variables;
small sample sizes; and short analysis periods” (Lee et al., 2009, p. 23); “lack of a
theoretical foundation, lack of a comprehensive systematic measure of CSP, lack of
methodological rigor, sample size and composition limitations, and mismatch between
social and financial variables” (Ruf ef al, 2001, p. 144).

This has given rise to an opinion that dimensions of corporate performance,
Le. social and financial, require a trade-off (Walley and Whitehead, 1994; Margolis
and Walsh, 2003; Hahn et al, 2010) and therefore the validity of the “win-win
paradigm”, i.e. that companies can be socially responsible and financially successful at
the same time, should be reconsidered. Other researchers, such as Wood (2010, p. 58),
persist:

Why is it that scholars and managers alike think in terms of “social” vs “financial”
performance? The trade-off that Aupperle (1984) found in the way managers think about
economic and ethical responsibilities is what Freeman (1994) and Wicks (1996) refer to as the
“separation thesis”: the mistaken idea that one can make business decisions distinct from
ethical ones [...].

She therefore argues a firm’s financial performance is just one dimension of its social
performance. In this study we investigate the insights of corporate executives on both
the issues of the social responsibilities of business and the link between corporate social
responsibility (CSR) and financial performance.
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SAMPJ 2. Literature review
49 The concept of CSR was first defined in 1953 by Bowen. According to him CSR is:

[...] the obligations of businessmen to pursue those policies, to make those decisions, or to
follow those lines of action which are desirable in terms of the objectives and values of our
society (Bowen, 1953, cited in Rhetoric and Realities: Analysing Corporate Social Responsibility
in Europe (RARE), 2005, p. 6).

According to Lee (2008) the concept of CSR has gone through several stages of
development: social responsibilities of businessmen in the 1950-1960s; enlightened
self-interest in the 1970s; corporate social performance model in the 1980s and strategic
management in the 1990s. Carroll (1999) defines stages differently:

192

[...] the modern era of social responsibility begins: the 1950s; CSR literature expands: the
1960s; definitions of CSR proliferate: the 1970s; the 1980s: fewer definitions, more research,
and alternative themes; the 1990s: CSR further yields to alternative themes.

The rationale for looking at the history of the development of the CSR concept is that of
understanding the developmental changes in conceptualisation of CSR as a practice.
The theoretical developments over the decades have given the impetus for academics
to explore the nature of CSR from a much more practical stance; hence this study is one
such contribution to the body of knowledge. Development of CSR concept can be
presented schematically in Table 1.

Of particular interest for this study is the research in 2000-2011 as it concentrates on
reviewing the papers which attempt to find a relationship between CSP and CFP.

The literature investigating the link between CSP and CFP published to date is
extensive and can be classified according to the purpose of the research or the methods
used which are as follows: research investigating direction of the causality between
CSP and CFP; research investigating the nature of the relationship between CSP and
CFP (i.e. positive, negative or neutral); research employing different set of CSP and CFP
measures; research employing different set of control variables (Callan and Thomas,
2009). The first paper investigating accounting and market performance measures in
the 1980s was that of Chen and Metcalf (1980) who argued that the conclusion reached
by Spicer (1978) was not definitive and the relationship between CSP and CFP could be
explained by the existence of intervening variables which were not adjusted for in the
analysis by Spicer (1978). Their research showed that size of the company does in fact
affect financial performance measures. The authors also stressed that this is not the
only variable which intervenes in the relationship between CSP and CFP. This makes
them conclude that relationship between CSP and CFP is non-significant.

Cochran and Wood (1984) also noted that the omission of control variables can result
in inaccurate results. They also criticised previous studies for looking at a small sample
size; accounting measures such as EPS and P/E which can be calculated differently
according to accounting practices of the company; or market measures such as total
returns to shareholders which fail to take account of the risk of the company. Therefore,
for the purpose of the study of the relationship between CSP and CFP they employed the
following accounting measures: the ratio of operating earnings to assets, the ratio of
operating earnings to sales and excess market valuation, controlling for industry of the
company. They also employ two additional variables namely asset age and asset
turnover. The results of their study show that asset age is in fact strongly correlated with
CSP and therefore cannot be omitted from the analysis of the link between CSP and CFP.
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S AMPJ However, even controlling for industry, asset age and asset turnover, the authors did not
49 find a strong link between CSP and CFP.
’ Along with the growth of the literature on the concept of CSR and on the link between
CSP and CFP, there was a development of the research on the managers’ perceptions of
CSR. It was recognised that managers are the main players influencing the
implementation of new strategies or techniques (Harrison and Freeman, 1999). A few
194 papers were published including Holmes (1976), Agle et al. (1999), Weaver ef al. (1999a, b),
Waddock et al. (2002), Simerly (2003), Quazi (2003), Fernandez et al. (2006), Cacioppe et al.
(2008), Hine and Preuss (2009), Pedersen and Neergard (2009) and Pedersen (2010, 2011).
The small number of papers available shows the relative scarcity and under-development
of this direction of research on CSR (Cacioppe et al, 2008; Hine and Preuss, 2009).
Pedersen and Neergard (2009) and Pedersen (2010, 2011) published three papers on
managers’ perceptions of social responsibilities of business towards society, and in
Pedersen and Neergard (2009) concluded, that executives consider products, people and
communities as the business’ prime social responsibilities, 1.e. employ a narrow view of
stakeholders. According to the authors there is clearly a conflict between ethical and
instrumental reasons for pursuing CSR. The research makes the authors conclude:

[...Jthat CSR is not just a question of instrumentalism or altruism, shareholders or stakeholders,
public relations (PR) or genuine commitment. Instead, the managerial perceptions of CSR are
characterised by a great deal of heterogeneity (Pedersen and Neergard, 2009, p. 1274).

Pedersen (2010) further stated that managers still distinguish between social and financial
responsibilities of business. An earlier paper on stakeholder relationships by Agle ef al.
(1999) found a traditional, or narrow, view of business responsibilities towards
stakeholders. The authors also looked at two types of values the managers possess,
namely “profit-maximisation-firm-centred” values and “other-regarding-system-centred”
with the latter positively affecting social performance and negatively affecting financial
performance of the company. However, the study found no significant relationship
between the values of managers and social and financial performance of the company.
In the study by Valentine and Fleischman (2008) on the relationship between professional
ethical standards, CSR and perceived role of ethics and social responsibility, it was
concluded that professional ethics standards influence attitudes to CSR and therefore
influence the corporate implementation of CSR policies and practices.

Therefore, in the present paper we attempt to find a link between the CSP and CFP
by exploring the perceptions of executives of the FTSE All-Share companies. The
following research questions have been formulated:

RQ1. What are the social responsibilities of a business according to the perceptions
of executives of FTSE All-Share companies?

RQ2. What is the nature of the relationship between CSP and CFP according to the
perceptions of executives of FTSE All-Share companies?

RQ3. Is there a trade-off between CSP and CFP according to the perceptions of
executives of FTSE All-Share companies?

RQ4. Ts there a difference between the perceptions of executives of FTSE100 and
executives of FTSE All-Share (excluding FTSE100)?

RQ5. Is there a difference in perceptions of CSR executives and non-CSR executives?

www.man




3. Research methodology

In order to answer the research questions, a survey research methodology was adopted.
The research aims to contribute to the debate as to what stakeholder approach is used
by companies, i.e. narrow or wide, and whether there is a trade-off between social and
financial performances or whether financial performance is a subcategory of social
performance. The data was collected via online questionnaire and semi-structured
interviews with selected survey participants.

The data was collected via online questionnaire (Appendix 1) in the period of three
months from September 2011 to November 2011. A five-point Likert scale is used for
each statement where 1 — disagree strongly, 2 — disagree slightly, 3 — neutral, 4 — agree
slightly, 5 — agree strongly. In order to gain an in-depth understanding of the
perceptions of executives on CSR, semi-structured telephone interviews were conducted
(the questions covered are presented in Appendix 2). The interviews were conducted in
December 2011 with the average duration of the interview being 30 min. Research
participants were executives of FTSE All-Share companies. Executives chosen for the
participation in the research include the following: chief officers (executive, financial,
production, etc.); directors (executive, finance, production, etc.); company secretaries;
CSR/corporate responsibility/sustainability directors/executives/managers; PR
executives; investor relations (IR) executives. The researchers did not isolate the
characteristics of the business or structure of the corporation as we felt that they would
not be relevant to the study. However, due to the philosophical design of the study, it was
important that we identified the positions of the executives (Appendix 3).

In order to answer RQ1 (what are the social responsibilities of business) we devised
Section 1 of the questionnaire. It explores perceptions of executives on social
responsibilities of business, ranging from shareholders’ wealth maximization to tackling
wider problems such as poverty reduction. The papers which investigated perceptions
of managers on social responsibilities of business were those of Cacioppe et al. (2008),
Hine and Preuss (2009), Pedersen and Neergard (2009) and Pedersen (2010, 2011).

In order to answer RQ)2 (what is the nature of the relationship between CSR and CFP)
the authors has developed Section 2 of the questionnaire. It explores the perceptions of
executives on the relationship between CSR and CFP where CSR is presented as CSR
policies and activities and CFP is presented by a number of accounting and market
measures of corporate financial performance (ranging from sales volumes and prices to
EBIT and EPS). In order to answer RQ3 (whether there is a trade-off or synergy between
CSR and CFP), the author has formulated Sections 3-6 of the questionnaire. It explores the
perceptions of executives on the existence of trade-offs between CSR and CFP. No prior
research concentrated on exploring the perceptions of managers on the relationship
between CSR and CFP. However, few studies concentrated on the question of the trade-off,
namely Walley and Whitehead (1994), Margolis and Walsh (2003) and Hahn e? a/. (2010).

In order to answer RQ4 (whether there is a difference between perceptions of
executives of FTSE100 and executives of FTSE All-Share (excluding FTSE100)) we
divided the participants of the research into two groups as follows: FTSE100 executives
and FTSE All-Share (excluding FTSE100) executives. The email forwarded to
the executives of FTSE100 contained a link to the online questionnaire as follows:
www.surveymonkey.com/s/ZZR8]T8; the email forwarded to the executives of FTSE
All-Share companies (excluding FTSE100) contained a link to the online questionnaire as
follows: www.surveymonkey.com/s/RBXBH7L. Therefore, the responses from the two

CSR and
profitability

195
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S AMPJ groups of companies are accumulated in the two separate files. Prior research on the

49 managers’ perceptions on CSR (such as Cacioppe et al, 2008; Hine and Preuss, 2009;

’ Pedersen and Neergard, 2009; Pedersen, 2010, 2011) was not conducted among the UK

companies.

In order to answer RQ5 (whether there is a difference in perceptions of CSR executives

and non-CSR executives) we asked the respondents to indicate their position in the

196 company which allows to divide them into two groups as follows: CSR executives (which

include CSR/corporate responsibility/sustainability directors/executives/managers)

and non-CSR executives (which include any other executive not included into the first

group). The list of the participants and the positions they occupy in their respective

companies can be found in the Appendix 3. Prior research on the managers’ perceptions

on CSR (such as Cacioppe et al., 2008; Hine and Preuss, 2009; Pedersen and Neergard,

2009; Pedersen, 2010, 2011) did not attempt to identify the differences in the perceptions
of different groups of managers explicitly.

We contacted 178 executives representing FTSE100 companies and received
29 responses of a response rate of 17.6 per cent. Out of 531 executives, we received
82 responses of a response rate of 17 per cent. In order to build a phenomenological
approach to our study, we interviewed four executives to document their opinions and
thoughts. The responses to the questionnaire were transferred to the PASW® Statistics
18.0 where each statement of the questionnaire was treated as an independent variable.

4. Research findings and discussions

RQT seeks the perceptions of FTSE All-Share executives on the social responsibilities
of business. The responses to the questionnaire indicate that FTSE executives agree
that the following are the social responsibilities of business (Figure 1): employee
responsibility (mean 4.88), respect for the environment (mean 4.84), product
responsibility (mean 4.76) and legal compliance (mean 4.71). The difference in means
between executives of FTSE100 and FTSE All-Share (excluding FTSE100) companies is
negligible, which suggests that they support these four responsibilities regardless of the
size and status of their companies. Other responsibilities, namely community well-being
and development (mean 4.46); maximisation of shareholders’ wealth (mean 4.16)
and society well-being and development (mean 4.16) are perceived by FTSE executives
as social responsibilities of business to a lesser degree. Executives of FTSE100
companies support these responsibilities more than those of FTSE All-Share (excluding
FTSE100): community well-being and development (mean 4.75 compared to mean 4.36),
maximisation of shareholders’ wealth (mean 4.39 compared to mean 4.08), society
well-being and development (mean 4.57 compared to mean 4.02). This might indicate
that companies with greater capitalisation (which are included in FTSE100 as opposed
to other constituents of FTSE All-Share index) consider themselves responsible for
community and society well-being and development as well.

The most controversial of the social responsibilities is the responsibility to tackle
the wider problems such as Third World development and fighting poverty (mean
3.17). The result indicates that executives of FTSE companies do not appear to regard
their company’s responsibility as helping solve the global problems the society faces.
The difference between the means of perceptions of executives of FTSE100 and FTSE
All-Share (excluding FTSE100) is the biggest among the obtained results: 3.82 of
FTSE100 opposed to 2.95 of FTSE All-Share (excluding FTSE100).
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Similar to the results on social responsibilities discussed above, the results on tackling
wider problems suggest that companies with higher capitalisation are considered more
likely to be responsible and able to help wider global problems. This can be because
FTSE100 companies tend to have presence in more countries (including Third World
countries) than other FTSE companies. Results of the survey to some extent support the
findings of previous studies on the perceptions of managers on CSR. They support
that executives perceive employee responsibility as the no. 1 social responsibility,
while respect for the environment and product responsibility are the second and
third priority. However, “tackling wider problems” was perceived as less of a priority
which is in line with findings in other papers, researchers (Agle et al., 1999; Pedersen,
2010, 2011) labelled this attitude as a traditional, or a narrow view of corporate social
responsibilities. There are a few possible reasons for this view. Some companies have
their CSR activities being initiated from inside, ie. from employees; therefore
undertaking those activities help make the company a better place to work for the staff
and improve the morale of the company. In contrast, helping with the wider world
problems does not create the desired atmosphere of “doing good” among employees.
Another reason is said to be the fact that managers act according to the prevailing
institutions such as values, habits and traditions (Pedersen, 2011) (such as that
governments or governmental organisations on both the national and international
levels are responsible for tackling wider societal or world problems), which arguably
take a long time to change.

The findings however conflict with the view presented in the paper by
Pedersen and Neergard (2009) that the executives perceive CSR as a “right thing to do”.
According to our findings, executives perceive CSR as an integral part of the business,
an activity which is embedded into an organisation to promote its commercial success.

CSR and
profitability

197

Figure 1.
Social responsibilities
of business
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S AMPJ This supports Jones’s (1980) view that CSR is a process, not an outcome, i.e. CSR should be

4.9 integrated into the decision-making process in organisations. This also means that

’ Drucker (1984, p. 62) was accurate when he stated that companies should “turn a social

problem into economic opportunity and economic benefit, into productive capacity, into

human competence, into well-paid jobs, and into wealth”. Limited research claimed that

companies engage in CSR activities in order to protect their reputation or themselves from

198 external pressure (Hine and Preuss, 2009). This paper, however, finds that they undertake

CSR activities to enhance their reputation and/or as a response to external pressure.

Therefore, our findings support the validity of some of the reasons why companies engage

in CSR which Elkins (1977) identified in his paper as follows: protective strategy, PR and
advertising, and profit seeking labelled social responsibility.

RQ2 seeks the impact of CSR on CFP according to the perceptions of FTSE All-Share
executives. The research findings indicate that the link between CSR and CFP according to
the perceptions of FTSE All-Share executives is not significant as the mean score on every
financial indicator is around 3.00 (Figure 2). However, FTSE executives appear more likely
to agree that CSR policies and activities will increase sales volumes (mean 3.39), decrease
costs of production/provision of services (mean 3.22), and increase share prices in the future
periods (mean 3.23).

All groups appear to be unlikely to agree that CSR policies and activities will increase
selling prices (mean 2.76), increase EBIT in the current period (mean 2.81), increase share
prices in the current period (mean 2.78), decrease the cost of new capital (mean 2.73), and
increase EPS in the current period (mean 2.77). FTSE100 executives in general have
higher means on their perceptions on the impact of CSR on CFP than other FTSE
executives. That makes them more likely to agree that CSR policies and activities will
increase EBIT in the following periods (mean 3.29 opposed to 3.01 of FTSE All
(exc FTSE100) and 3.08 of FTSE All); will help raise new capital (mean 3.46 opposed to
2.81 of FTSE All (exc FTSE100) and 2.97 of FTSE All); increase EPS in the following
periods (mean 3.32 opposed to 2.95 of FTSE All (exc FTSE100) and 3.05 of FTSE All).
However, they tend to disagree that CSR policies and activities will increase company’s
overheads (mean 2.57 opposed to 3.10 of FTSE All (exc FTSE100) and 2.96 of FTSE All)
and increase selling prices (mean 2.75, equal to other groups).

This finding supports the results of studies that claim that there is a positive
relationship between CSR and gross profit margins (Byus ef al., 2010) and that socially
responsible firms are likely to have lower costs (Lopez et al, 2007). However, the
perceptions of executives on financial indicators on a lower level such as EBIT and EPS, or
ashare price, are less indicative. One of the reasons might be that due to a variety of factors
affecting those indicators (which are used as control variables in the research employing
secondary data and regressions analysis to identify the link between CSR and CFP) or
situational contingencies (Carroll and Shabana, 2010), it makes it much more difficult to
assess the effect of CSR alone on those indicators. Interviews with the four executives
confirms their view that the link between CSR and CFP is indirect and difficult to quantify.
This also supports the view of those researchers who employ regression analysis that
there are intervening variables that prevent from finding the relationship between CSR
and CFP such as size and age of the company, R&D, CAPEX, advertising expenditure, risk
and industry of the company to name a few (Chen and Metcalf, 1980; Cochran and Wood,
1984; McWilliams and Siegel, 2000; Samy et al., 2010).
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Implementation of CSR policies and CSR and
activities will: iqe
profitability

Increase our sales volume

Increase our selling price

199

Decrease our cost of production/provision of
servicesin the long-term
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Increase our EBIT this financial year

Increase our EBIT in the following years
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RQ3 asks whether there is trade-off or synergy between CSR and CFP according to the
perceptions of FTSE All-Share executives (Figure 3). The research findings reveal that
FTSE executives agree that the companies they represent can be both profitable
and responsible towards all their stakeholders (FTSE100 mean 4.79; FTSE All
(exc FTSE100) mean 4.59; FTSE All mean 4.64). They tend to disagree that in order for
their companies to be socially responsible, they have to introduce CSR activities which
decrease their profitability (FTSE100 mean 1.86; FTSE All (exc FTSE100) mean 2.07;
FTSE All mean 2.02); or that they introduce CSR activities only when they have extra
financial resources available (FTSE100 mean 1.57; FTSE All (exc FTSE100) mean 2.25;
FTSE All mean 2.08); or that they have to pursue business activities that have a negative
impact on some of their stakeholders (FTSE100 mean 2.14; FTSE All (exc FTSE100) mean
1.89; FTSE All mean 1.95). The results indicate a synergy between CSR and CFP according
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to the perceptions of executives of FTSE All-Share companies. Similar to the previous two
research questions, executives of FTSE100 and other FTSE All-Share companies slightly
differ in their perceptions. The findings of the paper contribute to the debate on whether the
CSR and CFP require a trade-off or are in synergy. The results suggest that CSR is
perceived to be in synergy with the CFP. It is no longer regarded by executives as an
add-on or a one-off expenditure. CSR is now embedded into business; companies are
continually changing the ways they operate in order to be more socially responsible. This
finding supports the argument of strategic management scholars that “[...] CSR is
stretched and applied to ‘all the activities a company engages in while doing business’
as well as competitive context of the company” (Lee, 2008, p. 62). CSR is considered
“as strategic resources to be used to improve the bottom line performance of the
corporation” (Lee, 2008, p. 62). Carroll and Shabana (2010) echo Lee (2008) by asserting that
CSR has evolved into a “core business function” which is key to the firm’s strategy and
success.

That requires a change of the way everybody in the company works rather than a
one-off investment into a separate CSR activity. This is strongly supported by the
results of the survey where the respondents agree that business can be both socially
responsible and profitable. This supports the view of Wood (2010) asserting that
business decisions cannot be separated from ethical decisions; and that of Vogel (2005)
who claims that social responsibility is a dimension of business strategy.

RQ4 analyses if there is a difference in perceptions of executives of FTSE100
companies and other FTSE All-Share companies. In order to answer the research
question, statistical #test was performed (Appendix 4). The means of perceptions of
two groups of executives, i.e. executives of FTSE100 and FTSE All-Share (excluding
FTSE100), are not of equal variances for the following questions:

(1) whether community well-being and development, society well-being and
development, and tackling wider problems represent social responsibilities of
business; and
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(2) whether implementation of CSR policies and activities will increase overheads,
increase share prices in the following years and help raise new capital.

The results of the analysis of perceptions of executives of FTSE100 and other FTSE
All-Share companies show that they agree on most of the CSR issues. That supports the
view of the interviewed executives that ideally there should not be any difference in the
degree to which companies are socially responsible. The difference in perceptions on
community and society well-being and development, and on tackling wider world
problems was met with surprise by the interviewees. The suggested reason for the
difference is that FTSE100 companies are more socially responsible because they are
closely watched by the public, and they have to keep their image and reputation was
supported just by one interviewee.

RQ5 seeks if there is a difference in perceptions of CSR and non-CSR executives.
In order to answer the research question, the #-test was performed (Appendix 5). The
results indicate that perceptions of the CSR executives and non-CSR executives of FTSE
All-Share companies are not equal just in one case: whether implementation of CSR
policies and activities will decrease the cost of production/provision of services in the
long-run. Overall, the results of the analysis of the perceptions of CSR executives and
non-CSR executives suggest that both groups of executives consider social responsibilities
of business and the relationship between CSR and CFP identically. The only difference in
perceptions of CSR executives and non-CSR executives is on whether implementation of
CSR policies and activities will decrease the cost of production/provision of services in the
long-run might be due to the fact that CSR executives and non-CSR executives have
different information available for them. CSR executives might be engaged in analysing
how CSR affects profitability thus knowing how it affects the cost of production/provision
of services. In contrast, non-CSR executives might have just a general idea of what effect
CSR has on direct costs of the company.

This finding is rather surprising as several papers have found that managers’
characteristics affect their perceptions on CSR (Agle et al., 1999; Quazi, 2003; Valentine
and Fleischman, 2008). Moreover, Pedersen and Neergard (2009, p. 1273) claimed that
since personal characteristics are outside of control of the company, “[...] an element of
misalignment can always be expected”. The implication of the findings in this paper
may be the fact that CSR is indeed having been integrated into the business; or that the
business continually educates their employees on CSR matters and as a result employees
from different specialisations and with different personal characteristics have the same
perceptions on CSR. Therefore, the findings of this paper do not support the view by
Pedersen and Neergard (2009, p. 1273) that “[. . .] perceptions are created in interaction
with internal and external stakeholders and since different managers have interaction
with different stakeholders, then logically their perceptions will inevitably diverge”.

In an attempt to understand by way of triangulation on the opinions of the executives,
interviews conducted further enhanced the findings in a number of ways. To the question
on why executives perceive “employee responsibilities”, “product responsibilities”
and “respect for environment” as a higher priority compared to “society well-being” and
“tacking wider problems” the world faces today; two of the interviewees responded that
companies do indeed tackle wider problems; one of the executives claimed it did not create
the right atmosphere of “doing good” in their company, while one claimed that these
two responsibilities are the new responsibilities which previously were fulfilled
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SAMPJ by the government. To the question on why FTSE100 companies’ executives have

49 higher/lower mean values than other FTSE companies, two of the interviewees were

’ surprised with the results and mentioned that in fact there should not be any difference

between FTSE100 and FTSE All-Share companies because CSR is a must-do in a

corporate world. One of the interviewees stated that FTSE100 are more in a public view

than other companies which makes them place more importance on CSR. One of the

202 interviewees mentioned that there is a possibility that FTSE100 in fact pay less attention

to CSR than others. Shareholders were agreed to represent one of the priority stakeholders,
with one interviewee stating that they are in fact the no. 1 stakeholders.

To the questions on the link between CSR and profitability, all the interviewees
agreed that there must be a positive relationship because CSR makes strong
commercial sense. However, they also noted that the link is indirect and the change
in profitability as a result of being socially responsible is difficult to quantify. They
noted that it can be the reason why the survey results are non-indicative on that point.
All of the interviewees agreed that being socially responsible helps gain a higher
market share; however, it does not mean that they can charge a higher price for
their products/services. All of the interviewees also stated that their companies
have CSR budgets and that CSR is embedded into the business. They highlighted
that CSR is no longer an add-on or a luxury, it is a necessity. They also noted that
companies are socially responsible regardless of whether they have extra resources
available.

To the question on whether CSR brings long-term or short-term benefits, one of the
interviewees stated that the company hopes for the long-term benefits as a result of
being socially responsible; another interviewee asserted that there are indeed long-term
benefits such as employee retention which concurrently decreases costs and helps
increase the profitability (an example of the indirect link between CSR and
profitability). Two interviewees however agreed that CSR should and does bring both
short-term and long-term benefits. To the question on whether companies they
represent pursue any activities which can have a negative impact on some of their
stakeholders, two of them agreed that if they do then the efforts will be made to
minimise the negative effect.

The perception of the interviewees that companies no longer engage in CSR activities
because “it’s the right thing to do” supports the view that:

[CSR] is no longer conceived as a moral “responsibility” of corporate managers for greater
social good or executives discretionary expenditure that could hamper a corporation’s
profitability, but as strategic resources to be used to improve the bottom line performance of
the corporation (Lee, 2008, p. 62).

Carroll and Shabana (2010) echo Lee (2008) by asserting that CSR has evolved into a
“core business function” which is a key to the firm’s strategy and success.

Another point of difference between perceptions of executives of FTSE100 and other
FTSE All-Share companies is whether CSR policies and activities are implemented
only when extra financial resources are available. This might suggest that FTSE100
companies are more likely to have already integrated CSR into their business strategy
and therefore devote financial resources to their CSR programs. Other FTSE All-Share
companies, in contrast, might still be regarding CSR as an add-on and therefore spend
monies on CSR only when they have extra financial resources available. The similar
explanation can be offered for the difference between perceptions of executives of
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FTSE100 and other FTSE All-Share companies is whether implementation of CSR
policies and activities will increase overheads, increase share prices in the following
years and help raise new capital.

5. Conclusion

It has been 60 years since the research and debate on social responsibilities of business
began. Numerous papers have been published on the topic with attempts to identify
social responsibilities of business and create a model of CSR (Carroll, 1979, 1991;
Wood, 1991; Swanson, 1995), or investigate the relationship between CSR and CFP (the
review is presented in Roman ef al., 1999; Margolis and Walsh, 2003; Orlitzky ef al., 2003)
or debating whether responsibilities towards shareholders and social responsibilities
are distinct responsibilities (Freeman, 1994) or the different dimensions of the overall
corporate social performance (Wood, 2010). The companies seem to have responded to
the pressure of the society to be socially responsible. They do carry economic, legal and
ethical responsibilities presented in the Carroll’s (1991) pyramid, or responsibilities in
the inner and intermediate circles of the Committee for Economic Development (1971)
model. However, they still do not widely participate in the broader societal issues such as
human rights issues, fighting poverty and hunger, Third World development. This
implies that more work should be done on proving to companies that the stakeholders
should be regarded in the wide sense because:

[...] if corporations are to formulate and implement strategies in turbulent environments,
theories of strategy must have concepts, such as the wide sense of stakeholder, which allow
the analysis of all external forces and pressures whether they are friendly or hostile (Freeman
and Reed, 1983, p. 91).

Although executives perceive their stakeholder responsibilities as narrow, they
adhere to the stakeholder management paradigm which does not separate economic and
social dimensions of the company’s performance. That has given rise to the strategic
CSR paradigm which is recognised by the FTSE All-Share companies investigated in
this research. In spite of having integrated CSR into their strategy and employed social
responsibilities as their commercial opportunities and competitive advantage,
companies still hesitate as to the nature of the impact of CSR on CFP.

They tend however to agree that it is more likely that CSR will not be to the detriment
of their financial success and it is possible to be both profitable and socially responsible.

However, given that companies adhere to the narrow view of stakeholders, it is likely
that they undertake only those CSR activities that increase or at least do not decrease
their profitability. This is followed by their perception that being socially responsible
and profitable does not require a trade-off. If they undertake wider, more ambitious CSR
activities, that may harm their financial success as Hahn ef @/ (2010) has suggested.

Alternatively, ethical considerations, or CSR considerations, are indeed a dimension
of corporate performance as has been suggested by Wood (2010). What is a successful
business today? Is it the one with the highest market capitalisation, or with the highest
CSR expenditure and the widest CSR programme, or the legitimate or the most ethical
one? GRI Guidelines and similar frameworks for assessing social performance of the
company prescribe the indicators but not the threshold.

The present paper has its limitations as follows. The companies participated in
the research represent only the UK companies and only the publicly traded companies
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S AMPJ (the constituents of the FTSE All-Share index). The executives who participated are
49 not exclusively chief executives, or board members, i.e. the highest management level
’ which is argued to decide the strategy and behaviour of corporations. The industries of
the companies which participated in the research represent are unknown to the author
since the survey questionnaire did not ask to specify the company name or industry.
Therefore, there may be more companies representing a certain industry rather than a

204 mix of industries representing the whole market.
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SAMPJ Appendix 1. Questionnaire

Please indicate your position in the company.

208

How strongly do you agree with the following statements?

Disagree Agree
Statement strongly strongly
1 2 3 4 5

1. Our social responsibilitiesinclude:

* Maximisation of shareholders’
wealth

« Legal compliance

* Respect for the environment

« Product responsibility (quality,
safety, innovation)

« Employee responsibility (well-
being, development, health and
safety)

« Community well-being and
devel opment

« Society well-being and
devel opment

 Tackling wider problems such
as Third World development
and poverty reduction

N

Implementation of CSR policies and activities will:
Increase our sales volumes
Increase our selling price
Decrease our costs of
production/provision of services
in the long term

Increase our overheads

Increase our EBIT this financial
year

Increase our EBIT in the
following years

Increase our share pricein this
financial year

Increase our share pricein the
following years

Help usraise new capital
Decrease the cost of new capital
Increase our EPS

Increase our EPS in the
following years

.

.

.

.

(continued)
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CSR and
3. For usto be socially proﬁtablhty

responsible, we have to
implement CSR policiesand
activitieswhich decrease our
profitability

4. Wetend to implement CSR 209
policiesand activities only
when we have extra financial
resour ces available

5. For usto be profitable, we
have to pursue business
activitieswhich have a
negative impact on some of
our stakeholders

6. It ispossible to be both
profitable and respectful to all
our stakeholders

Appendix 2. List of questions to cover during interviews
In order to explore the perceptions of executives of FTSE companies, the author has prepared the
following questions.

Section 1. Social responsibilities of business

(1) Why do executives perceive “employee responsibilities”, “product responsibilities” and
“respect for environment” as a higher priority compared to “society well-being” and
“tacking wider problems” the world faces today? Why are the “maximisation of
shareholders’ wealth” and “legal compliance” considered as a lesser priority compared to
employee and product responsibilities and respect for environment?

(2) Why do FTSE100 executives have higher/lower mean values in each statement compared
to executives of other FTSE companies?

Section 2. Relationship between CSR and financial performance
Executives’ perceptions on the relationship between CSR and financial performance
(i.e. whether they perceive CSR as a means to improve financial performance or not) are
non-indicative:
(3) Why?
FTSE100 executives have higher/lower mean values in each statement compared to
executives of other FTSE companies. They tend to be more likely to agree that CSR
improves financial performance.
(4) Why?
FTSE executives are more likely to agree that CSR will improve financial performance
(namely EBIT, share price, EPS) in the following years as opposed to the current period.
They tend to consider CSR as bringing benefits in a long-term.

(6) Why?

(6) How does CSR influence financial performance indicators? For example, Why does/does
not CSR increase sales volumes?, etc.
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S AMPJ Section 3. CSR vs profitability

49 When implementing CSR policies and activities, organisations incur costs but do not increase
) revenues (refer to the Section 2: questions on increase in sales and prices). This suggests decrease
in profitability which is unsupported by the perceptions of executives:

(7) Why? What are the types of CSR activities and policies which companies can introduce not

decreasing their profitability?
210 FTSE executives tend to disagree that the companies they represent introduce CSR
policies and activities only when they have extra financial resources available. This
suggests that they regard CSR policies and activities as a necessity rather than a luxury.

(8) Is that a correct understanding?
FTSE executives tend to disagree that in order for the companies they represent to be
profitable, they have to pursue business activities that have a negative impact on some of
their stakeholders. This suggests that business activities tend to be considered from the
point of view of the potential stakeholders.

(9) Is that correct? If the business activity does in fact have a negative impact on some of the
stakeholders, will it be pursued? If pursued, will the negative impact on the stakeholders
be eliminated/minimised?
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Appendix 3. Position in the company of the participants in the survey

P
o

PR RPRRPRRPRRPRRPRRPRRRPRRERRPRPL W-N

PR R RPRRRRPPR

Participants- Position in the Company

FTSE100
Head of Corporate Responsibility
Head of Sustainability
Head of CR
Sustainability Reporting Manager
Assistant Manager CSR
Head of Strategy and Sustainability
Head of Planning and Corporate responsibility
Corporate Responsibility Advisor
Head of Corporate Responsibility, Europe
Environmental Director
CR Manager
Group Sustainability Leader
Director of Employee Communications
Sustainability Manager
CR Analyst
Senior Vice President Corporate Governance
and Company Secretary
Group Communications Manager (CSR)
Group Financia Controller
Community Manager
Investor Relations Manager
Corporate Responsibility Executive
Head of Investor Relations
Senior Vice President Corporate Sustainability
Sustainability Strategy Team

No

=
(<2

P PP NDNMNNMNNNDNDNNDNNDNND®SE OGO

PR R RPRRPRPRPRRPPRPREPPRREPREPPRRERRERERERERLR

PR R R R R

CSR and
profitability

FTSE All-Share (excluding FT SE100)
Company Secretary
CSR Manager
Director
Head of Investor Relations
Communications Manager
Group Communications Manager
Head of Sustainability
Head of CSR
Group Company Secretary
Director of Communications
Deputy Company Secretary
Corporate Responsibility Manager
Group Financial Controller
CEO
CSR Executive
Corporate Sustainability Manager

211

Head of Corporate Affairs

Member of CSR Steering Committee
Investor Relations Manager

Financia Controller

Assistant Company Secretary

PR Director

Director of CR and Risk Management
Director of Corporate Affairsand IT
Global PR Manager

Associate Director of Marketing
National Facilities Manager
Sustainable Product Manager

Investor Relations Officer

Company Secretarial Assistant
Sustainability

Group Financial Director

Director of Group Corporate Communications
Corporate Affairs Director

Director of Corporate Responsibility
Head of Corporate Communications
CFO

Senior Management

Group Strategy Director
CR&SAnalyst

Marketing Manager

Group Director Strategy and Corporate

Relations
Group Managing Director

Group Risk Manager

Financial Director

Sales and Marketing Director
Head of Communications
Chief Executive

Director of Social Partnerships
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