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PREFACE 
 

 

C. Richard Baker 
Adelphi University, New York, US 

 

 

INTRODUCTION 

 

Corporate Social Responsibility is a topic that has gained widespread 

prominence and acceptance in recent years in many academic disciplines, 

as well as among corporate managers. This book addresses Corporate 

Social Responsibility (CSR) practices and issues from a global perspective. 

The authors of the chapters in this book come from a wide variety of 

countries, hence, the global perspective. In addition, the authors adopt 

different views regarding CSR, and they approach the topic from different 

methodological perspectives ranging from theoretical studies, to empirical 

analyses to case studies. As a whole, the authors take the position that CSR 

is both important and something which should be encouraged. None take 

an alternative point of view, such as the possibility that CSR is a 

managerial fad, which may wither away like other managerial fads.  

In the first chapter, Professors Adamo, Frederio and Notte of the 

University of Calabria, address the topic of Socially Responsible 

Investment (SRI) funds. They find that since the 1990s, SRI funds have 
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developed throughout Europe, becoming part of the range of investment 

funds offered by financial intermediaries. Funds adopting socially 

responsible investment strategies have grown at double-digit rates in the 

recent years, which is faster than the broad European investment market. 

The authors reach two conclusions. On the one hand, they find that that 

investment returns from funds that integrate environmental and social 

factors into their investment strategies are not superior to those of other 

investment funds. On the other hand, they conclude that investors are more 

aware of sustainability issues, therefore, they argue that fiduciaries should 

consider such factors when making investment decisions. 

In the second chapter, Professors Muniapan and Satpathy of Malaysia 

and India respectively, address the topic of Philosophical Dimensions of 

Social Responsibilities from the Bhagavad-Gita. They argue that the 

concept of ‘social responsibility’ can be explored from three dimensions, 

namely individual, corporate and global. Academic discussions about 

social responsibility are predominately focused on corporate social 

responsibility. These discussions focus on the approaches, strategies, and 

processes of corporate social responsibility and their implementation and 

evaluation. Other responsibility dimensions such as individual social 

responsibility and global social responsibility have yet to be explored 

among management academics. In this chapter, besides corporate social 

responsibility, the authors explore individual social responsibility and 

global social responsibility from the perspective of Vedanta philosophy (a 

part of Hinduism) with reference to the Bhagavad-Gita. 

In the third chapter, Professors Birindelli and Intonti of Italy study the 

role of CSR in the international banking industry. They find that CSR 

banks (those with an emphasis on CSR), compared with non-CSR banks, 

are larger, more profitable, and more efficient, more leveraged and have 

greater liquidity. The environmental and sustainability scores of CSR 

banks, especially those relating corporate governance, improved in the post 

financial crisis period, suggesting that CSR is being used as a tool to 

manage the consequences of the financial crisis. 

In the fourth chapter, Professors Janošková and Palaščáková from 

Slovakia argue that CSR is both the potential of companies and 
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organizations for organizational change, as well as an important 

competitive tool. They indicate that large companies are primarily engaged 

in CSR, whereas small and medium sized enterprises are not widely 

represented. The Slovak Republic is obligated to support development of 

CSR among small and medium sized enterprises. This chapter assesses the 

possibility of CSR measurement through indicators of organizational 

performance. Attention is given to partial outputs, rising mainly through 

research, reviewing and analyzing expert literature and other sources in 

relation to CSR in the business sector of Slovakia. 

In the fifth chapter, Professors Koinig and Diehl of Austria and 

Mueller of California investigate whether consumers’ attitudes towards 

CSR influence their evaluations of advertisements. The authors propose a 

CSR advertising effectiveness model which is tested for four 

pharmaceutical markets (the US, Brazil, Austria and Germany). The 

proposed model attempts to establish whether consumers’ attitudes towards 

socially responsible behavior have an impact on their evaluations of an 

OTC drug advertisement. The topic of company-cause fit is addressed by 

examining whether this variable influences both consumers’ advertisement 

and product evaluations. Finally, consumers’ willingness to purchase 

products manufactured by socially responsible corporations is investigated. 

Because the investigation is of cross-cultural nature, findings are compared 

across countries. 

In the sixth chapter, Professors Loureiro, Panchapakesan and Doignon 

of Lisbon, Portugal examine if the CSR initiatives of luxury brands 

produce real impact on CSR practices or if they represents a fad. For this 

purpose, their study focused perceptions of both employees and consumers 

of two luxury brands, Hermes and Tiffany, in two geographic areas, 

Mexico and France. Among the conclusions of the study were, even 

though employees and consumers initially claimed that CSR was very 

important in their decision to work or buy from a luxury brand, they later 

stated other factors were more important in their decision making; internal 

and external consumers were not aware of CSR practices of the brands that 

they were associated with; French consumers are loyal to French brands, 

irrespective of the CSR orientation of the brands; and luxury consumers in 
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Mexico are not aware of sustainable practices of the brands that they 

purchase. 

In chapter seven, Professors Domingues-Herrera and González-

Morales of Spain reflect on the importance of CSR and the goals and 

strategies of companies in the construction sector. The summarize the lines 

of action on CSR recommended by the European Union, based on the 

definition of CSR set out by the European Commission. Changes in the 

conception of sustainability, evaluation systems and the use of 

sustainability indexes are analyzed, and they explain the evaluation of the 

life cycle of materials and products used in the construction industry. The 

focus of the authors is on Spain because the construction sector plays an 

important role within the business structure of Spain and it is closely 

related to other sectors. 

In chapter eight, Professors Gonzales-Rodriguez, Diaz-Fernandez of 

Spain and Professor Simonetti of Italy analyze attitudes and behaviors of 

university students in Business Management, as consumers and as potential 

executives, towards CSR practices. For this purpose, 1020 students from 

Brazil and Spain were interviewed. Students who have received training in 

social responsibility clearly identify the three dimensions of CSR, pointing 

to the importance of including specific CSR modules in universities to 

improve knowledge. Brazilian students have a more positive perception of 

socially responsible business practices than Spanish students, with 

significant differences in the social and environmental dimension, 

especially in the latter. The situation of social and economic inequality in 

the country is reflected in the greater sensitivity of Brazilian youth to social 

activities. Moreover, the country's concern for environmental conservation 

has a clear impact on the better perception that Brazilian young people 

have on these issues. On the other hand, the context of economic downturn 

in which Spain is immersed and the fact that many Spanish companies use 

CSR practices as marketing tools, undoubtedly influence the lesser 

evaluation that Spanish young people give to such practices. The results of 

the survey highlight some significant differences with regard to the 

importance that young consumers attach to the various CSR activities in 
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their own purchasing decisions, depending on economic and social context 

analyzed. 

In the ninth and final chapter, Professors Baker and Cohanier of the 

United States and Spain respectively, study the evolution of corporate 

social responsibility at Michelin Company. Since the founding of the 

Michelin in 1889, the Managing Directors have focused on controlling the 

company in a manner that aims at being responsible to its customers, its 

employees and to the local community. After the transformation of the 

company into a global enterprise, as well as its listing on international 

stock exchanges, the Managing Directors decided on a change in the 

strategy of the company towards becoming a more environmentally and 

socially responsible enterprise. This chapter traces this strategic 

management decision. 

It can be seen that authors of the chapters in this book come from a 

wide variety of countries with differing perspectives on CSR. In addition, 

the authors have approached the topic of CSR from different 

methodological perspective, including theoretical studies, empirical 

analyses and case studies. As a whole, the authors adopt the position that 

CSR is useful and important. Hopefully, this book will contribute to that 

perspective.  
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SOCIALLY RESPONSIBLE  

INVESTMENT FUNDS 
 

 

Rosa Adamo*, Domenica Federico and Antonella Notte 
Department of Business and Law, University of Calabria,  

Cosenza, Italy 

 

 

ABSTRACT 

 

A new development in the financial community during the last 

decade is the rise of sustainable and socially responsible investment 

funds. In particular, the global financial crisis of 2008 has directed 

attention towards ethically oriented financial instruments based on social 

investment and environmental benefits that may provide crisis 

prevention. The spread of financial instruments with sustainable and 

socially responsible implications is a phenomenon which has started to 

assume a greater relevance. Certain investors show a strong interest in 

financial instruments that allow them to pursue not only economic returns 

but also to achieve social responsibility. This chapter aims to discuss 

sustainable and socially responsible investment funds and to offer an 

analysis of these trends in Western European markets.  

 

                                                           
* Corresponding Author Email: rosa.adamo@unical.it. 
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Keywords: ethical finance, social responsible investment, European 

financial markets 

 

 

INTRODUCTION 

 

The diffusion of financial instruments with ethical implications is a 

phenomenon which started in recent years to take on a greater importance 

in Europe. 

Although it is difficult to establish a date of origin for this type of fund, 

in the seventeenth century it was possible to discern forms of ethical 

investing in the refusal by some Protestant movements, in particular 

Quakers and Methodists, to profit by war and the sale of slaves. 

In the nineteenth century, in the United States, the initiatives of some 

religious institutions that avoided investing in companies involved in the 

field of alcohol, tobacco and gambling were evident. In 1928 the first 

American Ethical fund, the Pioneer Fund, was born. 

Later, between 1960 and 1970, ethical investments begin to emerge in 

the wake of protests by numerous religious communities and universities 

who refused to invest their funds in securities of companies involved in the 

Vietnam War. This led to the creation, in 1971, of the Pax World Fund, the 

first ethical investment fund whose portfolio could not be made up of 

securities of companies involved in trading activities deemed, at the time, 

illegal or immoral. 

In the 1990’s ethical financial instruments increased in Europe, 

becoming part of the range of mutual funds offered by financial 

intermediaries. 

The supply of these alternative instruments is part of the market 

segmentation approach intended to identify and meet potential demand and 

directed to satisfying different needs. Social Responsible Investment (SRI) 

belongs to this category. These are financial instruments for which a 

careful selection of investments is made regarding what should be included 

in the portfolio, and precise ethical parameters are carried out. 
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This chapter aims to discuss SRI funds and to offer an analysis of their 

trend in European markets. The chapter is divided into four sections. The 

first section analyzes the primary portfolio operating strategies. In 

particular, the consequences for the profile of the funds, derived from the 

adoption of ethical criteria for selecting investments, are identified.  

The second section defines “ethical rating,” by which the social and 

environmental responsibility of an enterprise is first analyzed and then 

evaluated, and it identifies ethical indexes that are often used as 

benchmarks, i.e., as parameters to evaluate the performance of a specific 

ethical investment. 

The third section provides evidence regarding the factors that may 

affect the evaluation of performance of ethical funds and the 

methodologies to be applied since it is necessary to consider not only the 

targeted performance indicators, but also more social aspects. 

The last section presents a study on the trends of SRI funds in the 

major Western European markets. 

 

 

PORTFOLIO OPERATIONAL STRATEGIES 

 

In recent years, investors paid particular attention to corporate 

activities that are socially responsible. Investments in companies that 

consider social, environmental and ethical aspects are a growing segment 

of the international capital markets. These investments incorporate 

Environmental, Social and Governance (ESG) factors into investment 

selection and management processes. The development of SRIs is also of 

interest for academic finance.  

Renneboog et al. (2008), define SRI as “an investment process that 

integrates social, environmental, and ethical considerations into investment 

decision making.” 

Eurosif (2016) defines SRI as “a long-term oriented investment 

approach, which integrates ESG factors in the research, analysis and 

selection process of securities within an investment portfolio. 

It combines fundamental analysis and engagement with an evaluation of 
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ESG factors in order to better capture long term returns for investors and to 

benefit society by influencing the behavior of companies.”  

The heart of socially responsible finance is represented by the 

investment selection process (Baker and Nofsinger, 2012; Benijts, 2014; 

Krosinsky et al., 2012; Van Dijk-de Groot and Nijhof, 2015). As part of 

portfolio operating strategies, the literature identifies two selection modes 

for SRIs (Cory, 2001; Dal Maso, Bartolomeo, 2001; Ghahramani, 2014; 

Lanza et al., 2001; Lewis, 2002; Viganò, 2001): (1) screening, and (2) 

engagement of the surveyed companies. 

Portfolio screening constitutes the original application of ethical 

principles in the evaluation of investments. This consists, on the one hand, 

in the selection of the securities to be excluded from the financial portfolio 

(negative screening), and on the other hand, the choice of the securities to 

be included in the portfolio considered (positive screening) based on 

social, environmental and cultural criteria.  

Negative screening can relate to individual companies or entire 

business units. The reasons for the exclusion of certain company securities 

from an SRI fund’s portfolio involve a number of areas that are classified 

as follows: 

 

 Social sector concerns, both internal and external to the enterprise. 

In the first case, this may refer to the lack of protection of workers’ 

health and safety in the workplace, or the absence of a staff 

training program; secondly, this may include, for example, the 

violation of human rights of stakeholders or the production of 

armaments or genetically modified organisms (GMOs) which may 

have serious repercussions on the community. 

 Governance, with respect to companies that are characterized by a 

lack of communication and transparency, the absence of an 

adequate system of corporate governance, the absence of a 

mission, defined values and ethical code. 

 Environment, when companies show little attention to the 

environment through the production of harmful products or 

implementation of processes in the chemical industry. 
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 Product, when companies generate products without ethical 

principles, for example tobacco and alcohol, and timber from 

protected forests, or promote pornography or gambling. 

 

Positive screening considers companies in positive terms, i.e., it 

identifies those companies that pursue ethically oriented behaviors and 

distinguishes companies in terms of social, environmental and cultural 

responsibility.  

In accordance with positive screening, companies are included if they 

have a particular sensibility for: 

 

 Optimization of human capital through training and more careful 

attention to equal opportunities, flexibility and quality of the work 

environment. 

 Excellent communication and management of the relationship with 

all stakeholders, through the adoption of a strong corporate 

governance model. 

 Possession of excellent environmental management systems, 

through the pursuit of quality and the production of particularly 

innovative products in terms of eco-efficiency, such as the use of 

energy from renewable sources and adopting pollution control 

measures. 

 Support to particular social initiatives aimed at the welfare and 

sustainability of the community.  

 

The second type of selection mode of SRIs, defined engagement, 

evolved following the occurrence of new valuation requirements regarding 

the ethical responsibility of an enterprise. This approach implies a 

commitment by the company to comply with practices based on corporate 

social responsibility (CSR) and to review its activities in the light of social, 

environmental and cultural criteria. These criteria are generally identified 

by an external figure, such as a consulting firm or a research institution, 

which can also check that the goals actually achieved by the company. In 
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this sense, the engagement may be quite valid, allowing an identification of 

those companies that intend to begin a socially responsible development. 

The engagement includes two particular forms; community investing 

(cause-based investing) and shareholder advocacy (shareholder activism). 

Community investing constitutes the set of activities directed towards 

offering financial support to those who are excluded from a normal 

resource allocation process because they are considered non-bankable by 

traditional financial institutions. These traditional financial institutions 

usually use assessment procedures for the granting of loans involving 

standardized procedures which may lead to the exclusion from bank credit 

for those individuals who do not fit into some pre-established parameters. 

This exclusion represents a particular problem for small and medium sized 

enterprises, especially if they are newly created and do not have a strong 

capital structure. Also, small family enterprises rarely obtain bank credit in 

line with their needs and possibilities for growth.  

In contrast, shareholder advocacy constitutes a direct intervention in 

the decision making processes of a company through the instrument of a 

shareholder resolution. Some shareholders believe that they have the right 

and the obligation to show interest not only in the performance, but also 

the choices made by management in terms of social, environmental and 

culture responsibility, thereby encouraging the implementation of 

initiatives in terms of CSR.  

A study of Latinovic and Obradovictries (2013) indicates a link 

between CSR and shareholder value. In particular, they find that an “SRI 

strategy decreases the potential investment set, and hence investors do not 

merit from full diversification. Sustainable investing strategy or ESG 

strategy, cannot yet exploit its full potential since sustainability is still in its 

infancy, and did not reach stage four in its development.” These authors 

suggest that companies may be able to reduce several different risks 

(environmental risk, compliance risk, supply chain risk) by pursuing a 

suitable business model. 

SRIs may be distinguished into four generations, so called because 

each refers to a specific historical or evolutionary period. 
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The first generation of funds used only exclusion criteria, by which 

limiting investments in certain companies or specific industries, allowed 

these funds to acquire the name of ethical funds. 

The second generation of funds was connected to the introduction of 

inclusion criteria which selected companies that stand for social, 

environmental and cultural responsibility. Therefore, these funds preferred, 

for example, investing in companies that are particularly sensitive to the 

environmental impact of their products and their manufacturing processes, 

which provide working conditions and safety to their employees, and 

required their suppliers to comply with the same standards, or which are at 

the forefront in terms of product safety for the consumer.  

The third generation of funds can be characterized by a more in-depth 

knowledge of the internal management processes of the analyzed 

companies, in fact, the business sector is not only rated, but the overall 

management and business organization are evaluated.  

The last and most recent generation, founded on evaluation analysis, 

and also on the role that the company has within the community and, in 

particular, on the quality of the relationships it has with its stakeholders.  

 The evaluation of ethical financial instruments information provided 

by companies acquires a primary importance, and the information must be 

accessible, transparent and quantitatively sufficient. 

The portfolio selection criteria makes reference only to the selection of 

securities issued by companies. 

Ethical funds may also invest in securities issued by government 

agencies. In this case, the screening process takes on a more uncertain 

character, because it is not always easy to figure out what projects will be 

funded with the proceeds derived from the placement of the debt with the 

state.  

As a result, it is necessary to identify criteria that can distinguish ex 

ante the several states, more or less responsible. The parameters usually 

taken into account are the absence of oppressive regimes, the protection of 

human rights, or interventions in support of countries affected by wars and 

disasters. 
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ETHICAL RATING AND INDEX 

 

The existance of numerous criteria of SRI selection makes investors 

choices particularly complex especially because of a need to collect a lot of 

specific information that are difficult, to be adapted to a common 

investment process. 

The problem is to provide a measuring and evaluation instrument of 

social performance of an enterprise, or of the ethics of a business, which is 

adaptable to the greater number of situations and allows comparison of 

different contexts, at an acceptable cost both for traders and investors. 

In this sense, a useful tool is represented by the ethical rating awarded 

to companies, through which the assessment of investments securities is 

based on more or less rigorous and sophisticated ethical criteria. 

In general, a rating system is an organized methodology that allows to 

process a variety of information to arrive at representative synthetic 

assessments of the risk of default by a counterparty. The rating identifies 

the degree of creditworthiness attributed to a debtor or to a single loan 

transaction. It allows highlighting the aspects of business management that 

could have a significant influence on the profitability and image of the 

company. 

Ethical ratings adopted from traditional methods of rating systems, the 

principles and assumptions expressing a synthetic judgment that is based 

on ethical criteria, i.e., on a valuation established not only on financial 

information but also on social, environmental and cultural data; in this 

way, the company’s ability to create value is valuated not only for shares, 

but for all stakeholders (AA.VV., 2001; Calcaterra et al., 2002). 

This assessment methodology must obviously be considered 

instrumental and more integrative than a traditional evaluation, but cannot 

be the only investor benchmark, because an economic-financial 

evaluations is also necessary to have a more transparent and 

comprehensive vision of a company. 

In this direction, it is evident, for example, that the evaluation of the 

debt securities issued by sovereign states is based on the ethic conformity 

of the issuing country, or on the level of civil liberties and political rights, 
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while the rating of securities issued by companies considers the sector in 

which the company works. 

In both cases the exclusion criteria for the screening of portfolios are 

considered. The operating process for the assignment of an ethical rating is 

realized in a series of stages (Figure 1). 

The first phase regards the collection of information through the use of 

a plurality of sources to offer a complete and objective analysis. In this 

regard are the particularly relevant documentation produced by the 

company, the existence of ethical business codes of conduct, the presence 

or absence of formal declarations of commitment to employees and 

customers, the company's involvement in promoting initiatives of social, 

environmental and cultural responsibility, news from press and non-

governmental organizations (NGO). 

In this stage, possible critical areas are shown, i.e., those areas in 

which the company does not reflect the ethical criteria, on which analysts 

must focus. Of course this step must be repeated periodically, or at least 

updated, since the companies are entities in motion and therefore, their 

characteristics may change over time: for example, in the case of processes 

of merger and acquisition, corporate restructuring or disposal of major 

holdings, the responsibility characteristics of the company can be subjected 

to some significant, positive or negative, changes that need to be collected 

again. 

 

 

Figure 1. Operating process of the ethical rating. 

Later, the operating ethical rating process includes a phase of selection 

and storage of the information collected to recognize the value in terms of 

social, environmental and cultural responsibility of all data pertaining to 

the company, in order to add it in the category appropriate for analysis (for 

example, employee relations, supplier relations, corporate governance, 
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communication, management and study of the environmental impact of the 

activity, product safety, etc.). 

This is a particularly delicate stage of the rating process because it has 

to proceed with the assignment of positive and negative valuations on the 

basis of the general principles of screening and ethical parameters.1 

Therefore, it is important to avoid playing down the selection criteria, 

and not take into account company-specific needs (sector specific, 

reference geographical area, undertaking’s legal form, history, etc.) for 

safeguarding these criteria. 

In essence, a fair and cohesive balance between the instances of 

homogeneity intrinsic to ethical criteria and the promotion of initiatives, 

processes or socially responsible products unique in their kind have to be 

found. It is clear, in fact, that the analysis cannot be separated from the 

consideration of these elements of the enterprise and will have to evaluate 

them despite having no terms of comparison on which to build. 

The next step is to verify the reliability of the information collected 

through direct contact with the company. This relationship with the 

company, if well managed, can lay the basis for establishing, in the future, 

a continuous dialogue which will lead to changes or, in any case, to 

improvements in the attitude of ethics of the company. In addition, if the 

analyst finds a reason to doubt the commitment in terms of corporate 

responsibility, the relationship with the company could be compromised. 

Finally, the last step is the actual assignment of the ethical rating to the 

company, with the aim not so much to give it a label of ethics, but to 

certify its compliance with the criteria of social, environmental and cultural 

responsibility that are considered for the evaluation. 

Specifically, the rating is expressed in a variety of managerial profiles 

and a summary final judgment in the form of score. The profile reports in a 

                                                           
1 The main ethical parameters are: workers (concerning the relationship with employees), the 

product (giving a positive assessment to awards or recognized certification), the 

environment (considering the adoption of environmental management systems and 

obtaining certification such as ISO 14001), corporate governance (by checking the set of 

rules for corporate governance), transparency (in relations with stakeholders), territoriality 

(considering the situations in which ethnic and cultural minorities are involved), 

international operations (regarding operations in those countries where human rights are not 

respected) and, finally, the existence of a social report. 
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structured way the relevant information from the perspective of social, 

environment and culture responsibility that have been selected and 

verified, dividing them according to areas of analysis to which they refer. 

The draft and final score represent the information base used by 

investors who are interested in knowing the value and the ethical 

commitment of the considered company. 

In conclusion, this process is quite complex and requires continued 

activity. In this regard, the investment fund management companies prefer 

to assign this task to specialized rating companies, such as KLD Research 

& Analytics, Barchester Green Investment, EIRIS, Ethibel, Avanzi SRI 

Research, E-Capital & Partners and Axia Financial Research, all of whom 

hold leading positions in the market. 

In order to monitor the performance of ethical investments, stock 

market indices, in addition to rating, they take on a particular importance, 

responding to a specific need to provide a synthetic measure and, at the 

same time, monitoring the performance of one or more markets. 

In general, stock market indices are weighted averages of securities 

prices traded in a market and provide a synthetic measure of market 

performance, representing a reference for indexed contracts and some 

derivative instruments.  

The use of these indicators grew as a result of more and more 

innovative applications in the field of finance and asset management. 

Specifically, they are used as a benchmark in the management of financial 

products like mutual funds. 

An index used as a benchmark should ideally have four properties; 

transparency, representativeness, replicability, and hedgeability. 

Regarding ethically oriented finance, ethical stock market indexes are 

indexes that group together companies selected on the basis of criteria of 

social, environmental and cultural responsibility (Schroder, 2004). These 

indexes are now used for a dual purpose: 

 

 Instruments for the performance measuring of investments in 

companies that respect the concept of sustainable development. 
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 A benchmark for investors and for the selection processes by the 

SGR that, rather than choosing the securities of the issuer verifying 

adherence to social, environmental and cultural criteria, they select 

securities to included in the portfolio from among those included 

in the ethical indices, relying on an analysis of social responsibility 

already conducted by the index operator. 

 

Ethical indexes are generally carried out jointly by an operator of 

traditional indices and an ethical rating company. 

The construction of these indicators requires careful and painstaking 

work in the selection of securities and in particular, in the calculation 

methodology (Calcaterra and Perrini, 2002).  

The qualitative selection of all companies listed on one or more 

markets is done to identify the universe of securities that, for the target 

market, respect parameters of ethics through the application of criteria of 

the Ethical Screening methodology.2 

Specifically, the ethical screening methodology is carried out through 

the identification of the adopted stock selection criteria, the research of all 

the information on the examined companies, and finally, the inclusion in 

the database of only the company qualified as ethical. 

The screening of companies is the activity that distinguishes the 

formation of an ethical index in respect to that of a common share index 

and represents a fundamental step for the construction of the same indices. 

Some international ethical indexes are Domini 400 Social Index, Dow 

Jones Sustainability Index, Ethical Index Euro, FTSE4Good Index, and 

Ethibel Sustainability Index (Table 1). 

Domini 400 Social Index, born in 1990, is managed by the rating 

company KLD Research & Analytics and consists of about 400 US 

companies chosen by applying the S&P500 index negative selection 

criteria and adding the remaining 250 companies to about 100 large-cap 

companies to balance the field’s representativeness of the index and then 

                                                           
2 In this regard, the ethical screening methodology developed by E. Capital Partners is put in 

evidence, whose criteria have been adopted to develop, calculate and publish the E. Capital 

Partners Indices Ethical Index Euro (ECPI). 
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again 50 small-cap companies with excellent environmental and social 

performance3. 

The Dow Jones Sustainability Index, created in 1999, is based on the 

global index and European index. These indices arise from the selection of 

socially responsible companies which are extracted by the conventional 

Dow Jones Global Index and Dow Jones Stoxx 600. Specifically, the Dow 

Jones Sustainability Index is composed of 300 shares constituting 10 per 

cent of the companies listed in the thirty countries covered by the Dow 

Jones Global Index. 

The screening of titles follows sustainability criteria and assigns a 

score to each company. First, a score is assigned to the industrial sector 

which must comply with minimum standards of social responsibility. 

Subsequently only companies that have scores of at least a third of those 

assigned to the company that occupies the best location in the same sector 

are selected for each sector. All other companies are excluded from the 

review process. 

 

Table 1. Ethical indexes 

 

Ethical indexes Company Benchmark 

Domini 400 Social 

Index (1990) 

KLD Research & 

Analytics 

S&P500 

Dow Jones 

Sustainability Index 

(1999) 

Dow Jones Indexes, 

Stoxx Limited, 

SAM 

Dow Jones Global Index/Dow 

Jones Stoxx 600 

Ethical Index Euro 

(2000) 

E. Capital Partners  - 

FTSE4Good Index 

(2001) 

FTSE, EIRIS FTSE All-share Index/FTSE 

Developed Europe Index 

Ethibel Sustainability 

Index (2002) 

S&P, Ethibel S&P Global 1200 

 

 

                                                           
3 Towards the end of the nineties, the performance of the Domini 400 Social Index has been the 

subject of various studies (Kurtz, Di Bartolomeo, 1996; Sauer, 1997; Statman, 2000). 
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Regarding the Ethical Index Euro, it was built in 2000 by E. Capital 

Partners, which is a company active in the benchmarking of socially 

responsible products. This index represents the performance of ethical 

companies which are reside in and are listed on European markets. Indeed, 

it consists of 150 European companies with high capitalization that follow 

ethical parameters. 

The FTSE4Good Index, created in 2001, as the Dow Jones 

Sustainability Index is composed of the global index and European index. 

The starting universe is made up of the FTSE All-share Index and FTSE 

Developed Europe Index. 

Finally, the Ethibel Sustainability Index, created in 2002, allows to 

locate the financial performance of the world's leading companies in terms 

of sustainability and it refers to the S&P Global 1200. It includes two 

global indices, the Pioneer Global and the Excellence Global, and two 

regional indices, the Pioneer Europe and the Excellence Europe. 

At the international level, there are several examples of companies that 

offer an ethical certification (Table 2). For example, SiRi Group, created in 

2000 in the Netherlands, is an aggregation of ethical advisor companies 

located in Europe, North America and Australia. 

 

Table 2. Ethical advisors 

 

Advisoring company Country 

KLD Research & Analytics United States  

Barchester Green Investment Great Britain 

Ethical Investment Co-operative Limited Great Britain 

Ethical Investment Research Service (EIRIS) Great Britain 

Ethibel  Belgium  

Vigeo France 

Avanzi SRI Research (Vigeo Italia) Italy  

Axia Financial Research Italy 

E-Capital & Partners  Italy  

SiRi Group Netherlands 

SAM Sustainability Group  Switzerland 
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An important partner of SiRi Group is US Kinder Lydenberg Domini 

(KLD) Research & Analytics. This company, recovering a prominent role 

within the market of ethical finance and is a manager of a company 

profiles database, outlined on the basis of numerous and detailed 

information concerning the impact of the company on local community in 

terms of donations, educational support and social relations, ability to 

support recruitment programs for people with disabilities, and 

environmental protection projects. 

In the European context, the most important specialized agencies are 

the English Barchester Green Investment, Ethical Investment Co-operative 

Limited and Ethical Investment Research Service (EIRIS), the Belgian 

Ethibel and the French Vigeo. 

 

 

PERFORMANCE MEASUREMENTS 

 

The study on SRI funds involves taking into account the analysis on 

the economic performance of SRIs, considering some elements, such as 

solidarity purposes or social responsibility, which surely affect the 

financial return on an investment. 

Regarding these arguments, two basic conclusions may be made. 

The first is that an SRI fund is expected to cost more than a traditional 

fund because the screening activity could entail a less favorable cost 

structure than ordinary mutual funds. The second is that an SRI fund 

should be less powerful than a traditional fund due to the constraints on the 

company management in the choice of the securities to be included in the 

portfolio. 

In reality, these two assumptions are not always reflected in the 

empirical literature. 

As regards the first aspect, in general, the traditional mutual funds 

involve some costs to remunerate the asset management activities, as well 

as to cover organizational costs of the structure and the placement and 

distribution services. 

These expenses can be charged to the investor: 
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 Directly, with entry and exit commissions, switches, fixed charges 

costs, costs for the issue of certificates representing shares. 

 Indirectly, with management fees, performance fees, fees paid to 

the custodian bank and other costs such as the costs of publishing 

in the newspapers, the value of the shares. 

 

An importat study on SRI fund costs is proposed by Arrigoni and 

Lanzavecchia (2017). They intend to provide evidence regarding managing 

costs differences comparing SRI funds with traditional ones. If investors 

actively select higher ethically rated SRI funds, they will benefit from a 

lower cost charged by specialized asset managers. 

The increase in cost that is imputed to SRI funds is particularly 

justified in the increase in management fees. In fact, an ethical analysis, in 

addition to the traditional financial analysis, is also required in the 

assessment of titles. Therefore, these higher costs are mainly related to the 

need to resort to an ethics committee and external advisors, which must 

obviously be remunerated. 

As regards the management fees, a study by Young and Proffitt (2003) 

found that ethical products involve even lower costs than ordinary 

competitors putting in evidence, therefore, funds that use a higher number 

of selection schemes do not apply more onerous management fees to 

investors. 

An analysis carried out by Vandone (2003) comes to the same 

conclusions, but raises some important differences in terms of operating 

costs according to the different categories of mutual funds. The 

management fee applied to SRI funds is higher than that applied to non-

ethical funds in the case of balanced instruments, bonds and flexible, while 

it is lower in the case of the equity segment. 

Regardless of that, an obvious absence of a relation between the ethical 

degree of the fund and the amount of fees can be explained by two 

hypotheses. 

The first hypothesis concerns the choice by the management company 

to give up a share of commissions, in light of specific business strategies 

that aim to employ the pricing leverage to encourage the spread of SRI 
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funds in a phase of product promotion. This hypothesis, supported by the 

fact that many ethical funds are no-load,4 finds greater expression in the 

Italian context where the limited development of an ethical financial 

culture requires solutions designed to make more evident the 

characteristics of ethics of products to facilitate the placement on the 

market. 

The second hypothesis considers more specifically the selection 

criteria that are too often only described in the informative prospectus, but 

are actually applied in a lightweight, and therefore are replaced by the use 

of public information sources that instead allow them to reduce 

management costs. 

It is natural to assume that the two hypotheses occur together, 

especially in the Italian market where the management companies, driven 

by the need to promote a relatively new product, on the one hand, adopt a 

lower pricing, and on the other hand, apply in a non rigorous way, the 

ethical criteria. 

Bhanumurthy et al. (2014) checked whether price discovery and 

returns of socially responsible companies is higher than general companies 

or not. They found that both price discovery and returns of socially 

responsible companies was significantly better than general companies 

both during and in post crisis periods. 

The other assumption taken into consideration at the beginning of the 

paragraph concerns the penalization of profitability of ethical products 

because of the constraints imposed on the portfolio. Indeed, some studies 

have actually shown this disadvantage as the difference between the 

variance of an unconstrained portfolio and the variance of a purely ethical 

portfolio (Markowitz, 1952). The portfolio that arises from a management 

activity subject to a high number of constraints may be less profitable due 

to an increase in the overall risk by reason of a reduced diversification. The 

impact of the ethical screening is definitely not random and can create a 

                                                           
4 The no-load funds do not provide for payment of entry and exit commissions, and thus can 

ensure higher management fees, while remaining the least expensive funds than those who 

instead provide them. 
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risk not compensated for, even in large portfolios.5 Many studies found, in 

fact, that the portfolios subject to screening tend to have lower 

capitalizations and higher price/book ratios and price/earnings ratio than 

their counterparts not subject to screening (Dreman and Berry, 1995; Fama 

and French, 1992). 

However, this assumption does not find sufficient theoretical and 

empirical studies in support. 

From a theoretical point of view, two principal aspects that lead one to 

not believe the penalization in terms of socially responsible products 

profitability can be put in evidence. 

First, the portfolio theory in the risk quantification claims that it is 

necessary to take into account the link between the joint variations of the 

individual returns of securities in the portfolio (covariance). This means 

that the damage produced on the performance of the ethics portfolio is 

considerably reduced as the number of titles and the number of markets in 

which to act, which must be, of course, slightly related. 

As a result, on the one hand, as the number of ethical securities in 

which they invest, the risk-return frontier of an ethical portfolio becomes 

absolutely similar to the traditional but more inclined. Indeed, to ensure a 

good diversification, which would remove the diversifiable risk and which 

would allow, in the case of the SRI funds, to eliminate the so-called 

“ethical sacrifice,”6 may be enough with a portfolio of about thirty titles. 

On the other hand, establish existence in more than one market, you a non 

domestic diversification that allows you to also reduce the systematic risk 

can be implemented. 

This is confirmed by Perrini (2003) who carried out a comparison 

between the traditional investable universe and the investable universe of 

ethics from the sectoral and geographical perspectives.. The analysis 

showed that the ethical screening is not as restrictive as to limit the 

                                                           
5 In the case where, instead, the screening applied to the portfolios of SRI produce random 

effects, it may invoke the studies on diversification according to which the possession of a 

random selection of titles can diversify most of the non-systematic risk (Statman, 1987). 
6 The “ethical sacrifice” occurs when an investor decides to limit its investments in a portfolio of 

companies that only select securities that respect a series of ethical criteria. Therefore, the 

sacrifice is represented in terms of decreased ability to diversify, or in a steeper risk-return 

frontier. 
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possibility of sectoral or geographic diversification, which guarantees the 

control of risks. 

In particular, from the sectoral point of view, there are no areas that are 

entirely excluded from ethical funds, although some sectors can be 

identified as the most penalized of public services (for the presence of 

enterprises using nuclear energy) and anti-cyclical (for the existence of 

numerous companies that produce alcoholic beverages and tobacco).  

From the geographical point of view, the absence of specific penalties 

in terms of asset allocation is confirmed; in fact, diversification indices 

between the traditional and ethical investable universe have rather 

homogeneous values, with the exception of the United States which 

identifies itself as the country in which the investment is less and where 

there are many companies operating in non-ethical sectors. 

Second, more responsible companies, in general, present better 

relationships with stakeholders. This should produce beneficial effects on 

the quality of products and should create a sort of guarantee of stability of 

these companies. 

For these reasons, the socially responsible securities should result, 

although in the long period, in better performance. In fact, they contain 

important ethical information not yet received from the financial market. 

Specifically, Moskowitz (1972) raised the issue showing how an SRI 

portfolio had outperformed the Dow Jones Industrials in nominal terms as 

well in the short term.7 This confirmed that the ethical portfolios may 

outperform the market benchmarks because they incorporate important 

information that the market still does not fully understand. 

Also Tripathi and Bhandari (2015) find that despite having higher risk, 

socially responsible stock portfolios generated significantly higher returns 

and hence outperformed other portfolios on the basis of all risk-adjusted 

measures as well as net selectivity returns during both recession and boom 

periods. 

                                                           
7 Proponents of socially responsible products are convinced that an ethical screening has 

contributed, at least in part, to the excellent performance of the Domini Social Index during 

the nineties. 

Complimentary Contributor Copy



Rosa Adamo, Domenica Federico and Antonella Notte 20 

From the empirical point of view, most of the more advanced studies 

have further underpinned the idea that investments in SRI funds and those 

in traditional funds exhibit similar performance (Gregory et al., 1997; 

Kreander et al., 2002; Leite and Cortez, 2014; Mallin et al., 1995). 

Particularly, these studies used a combined approach by comparing the 

performance of SRI funds and those of traditional funds with similar 

characteristics regarding the universe of investments, the size and the age 

of the funds. 

Other studies that reached similar conclusions have instead focused on 

individual markets and demonstrated that the performance of US, German 

and English ethical funds are similar to those of traditional competitors 

(Hamilton et al., 1993; Luther et al., 1992; Sparkes, 1982; White, 1995). 

Two studies with similar methodologies, but in different periods, came 

to similar conclusions. 

The first study, carried out by Guerard (1997), reports summarizing the 

conclusions of various studies on the performance of both the securities 

that make up the Domini 400 Social Index and those of some SRI funds. 

These empirical studies compare, on the one hand, the returns of the 

Domini 400 Social Index with those of the S&P 500, and on the other 

hand, the returns recorded by a sample of SRI funds with those of a sample 

of traditional mutual funds. The results of both types of studies lead to the 

conclusion that the differences in yields not only are generally statistically 

insignificant, but mostly are not necessarily to the detriment of SRI funds. 

The second study, carried out by Bauer et al. (2005), on the 

performance of a sample of US, German and English mutual funds, that 

employ an ethical screening, in part, confirm the above conclusions. The 

authors compare an SRI fund portfolio with a traditional fund portfolio for 

each country and come to two important considerations. 

The first is that SRI funds underperformed with respect to sensed 

indices and traditional funds in Germany and USA, while they slightly 

overperformed in Great Britain, believing, however, these differences not 

significant. 

The second consideration is that the SRI funds show different forms of 

investment compared to those of traditional funds. Specifically, SRI funds 
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adopt portfolio management strategies directed to the selection of 

companies with large growth prospects and low capitalization (small cap 

stocks) that, in the light of a phenomenon known in finance as a small firm 

effect, seem produce higher returns than companies with opposite 

characteristics (Luther and Matatko, 1994).  

Therefore, the strong performance of ethical financial instruments is 

attributed to certain management styles or to sectoral overexposure rather 

than ethic selection (Grossman and Sharpe, 1986). 

In essence, the motivation of investors to commit their savings in 

ethical mutual fund investments is not limited to just a desire to get a profit 

from an investment as high as possible, but regards the pursuit of the 

principles of solidarity and social, environmental and cultural 

responsibility. 

These two motivations are considered when the performance of ethical 

funds is valued as opposed to that provided by mutual funds without 

ethical visions. However, classical performance indicators are not able to 

take account of this dual motivation since they assume, by definition, that 

the only thing to evaluate is the desired performance in the highest 

expected value with minimum risk. 

In particular, traditional indexes measure the performance of mutual 

funds by synthesizing in a single numeric value the expected return and the 

risk index.  

This is the case, for example, of indicators such as the reward-to-

volatility index of Sharpe (1966), which uses as an index of risk the root 

mean square of the yield, and the reward-to-variability index of Treynor 

(1965), which measures the risk through the portfolio beta, using it as a 

measure of not diversifiable or systematic risk.  

The same happens with the performance indicators that refer to the 

known theory of Capital Asset Pricing Model (CAPM) or its extensions; 

among these there is the alpha index of Jensen (1968), which measures the 

performance of mutual funds by using the intercept of a regression model 

obtained under the CAPM.  

Complimentary Contributor Copy



Rosa Adamo, Domenica Federico and Antonella Notte 22 

However, none of these indicators allow, considering during the 

performance, measuring ethical elements present in the funds and 

considered important by investors. 

The technique Data Envelopment Analysis (DEA) is taken into 

consideration to define a measure of performance that is able to take into 

account both the performance and the content of ethics of a mutual fund.  

This technique was originally proposed in the late 1970s by Charnes  

et al. (1978) to evaluate the performance of decision-making units with a 

multi-input/output structure.  

In this unit category, for example, public institutions with decisional 

autonomy and non-profit purposes are included, such as schools, hospitals 

and universities, which are evaluated based on different goals and often in 

conflict with one another. In fact, the presence of diverging objectives 

makes it difficult to identify in these units making a satisfactory efficiency 

indicator, which certainly cannot be limited to measuring the profit. 

In purely operational terms, with this technique the use of an indicator 

of efficiency, which is essentially defined as the ratio of a weighted sum of 

the outputs (measuring the achievement of different goals) and a weighted 

sum of the inputs (which identify the resources required by the decision-

making units to achieve their goals) is suggested. 

The determination of weights is often a problem not easily resolvable.  

The more favorable weights for a unit are chosen as the weights that 

make up the value of the ratio that defines the efficiency of the unit 

concerned. The measure of the efficiency of all units of the reference 

collection, calculated using these weights, however, should not exceed a 

fixed maximum value, usually chosen equal to 1 or 100. 

In fact, the DEA methodology has found wide application in the 

evaluation of profit-driven companies, for example, many implementations 

were created for the evaluation of bank branches. All these units also 

require input resources and in return provide outputs that can be evaluated 

on the basis of different objectives (Cooper et al., 2000). 

The notoriety of this methodology is useful for assessing the 

performance of mutual funds, allowing taking into account, in the process 
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of assessment, different aspects relevant for the investor, from the point of 

view of both the inputs and outputs (Morey, Morey, 1999).  

Specifically, the DEA methodology can be used to define some 

performance indicators that also take into account the cost of subscription 

and redemption and different risk measures simultaneously. 

A first mutual fund performance indicator is the index Data 

Envelopment Analysis Portfolio Efficiency Index (DPEI) developed by 

Murthi et al. (1997). This index considers the performance of a mutual 

fund as only output and the standard deviation of performance and 

transaction costs as input, along with other costs (operating expenses, 

administrative expenses and management fees) and a ratio that measures 

the transaction turnover. 

A second performance indicator is the index IDEA–1, proposed by 

Basso and Funari (2001), which on the one hand, generalizes the DPEI 

index allowing to observe different risk measures simultaneously, and on 

the other hand, differs with regard to transaction costs considered. Indeed, 

this index includes among inputs only subscription and redemption costs 

that weigh directly on the investor, while neglects other expenses that are 

deducted from the funds. In this sense, the IDEA–1 index allows to assess 

the efficiency of ethical mutual funds, because it takes into account not 

only the efficiency and portfolio risk but also ethical goals to pursue. 

The first step in this direction is to define an indicator of ethics that 

measures the level of social, environmental and cultural responsibility of 

various funds.  

In fact, there are some recent attempts to define the rating indicators 

that aim to divide the funds into ethical categories on the basis of more or 

less stringent restrictions imposed on fund managers by ethical constraints.  

 

 

AN OVERVIEW OF THE EUROPEAN MARKET 

 

Europe has an SRI market that is increasingly mature. In some 

European countries, in fact, SRIs are no longer an “optional” choice of a 
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minority of investors who are aware of their ethical values, but tend to be 

more and more exercised by traditional managers. 

Many financial analysts and many rating agencies also incorporate into 

their financial risk analysis the social, environmental and corporate 

governance characteristics, considering them essential to analyze the 

financial viability of the business and to manage the risk of the operations. 

In recent years, the growth of SRI funds in Europe has been 

remarkable, increasing capacity to promote changes in corporate behavior 

through closer relationship between companies and fund management 

companies. 

According to the latest available data, drawn from the survey on SRI 

funds in Europe by Vigeo Eiris (2016), SRI funds increased from 158 in 

1999 to 1,138 in 2016. 

In particular, they have registered a strong increase during the 2008-

2010 period and in 2015 (Table 3). 

Ethical investments are more widespread and developed in France, the 

Netherlands, Switzerland, Germany, and Great Britain, while they are less 

diffused in Spain, Denmark, and Italy (Table 4). 

 

Table 3. SRI funds in Europe 

 

 1999 2001 2003 2004 2005 2006 2007 2008 

Number 158 249 311 352 375 388 437 537 

Variation in %  57.6 24.9 13.2 6.5 3.5 12.6 22.9 

 2009 2010 2011 2012 2013 2014 2015 2016 

Number 683 879 886 884 922 957 1,204 1,138 

Variation in % 27.2 28.7 0.8 -0.2 4.3 3.8 26.0 -5.0 

 

Table 4. SRI funds in European countries in 2016 

 

Italy Denmark Spain Austria Norway Sweden 

17 20 21 36 51 68 

Belgium Great Britain Germany Switzerland Netherlands France 

69 75 81 93 108 432 
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In France, a remarkable diffusion of ethical funds is present, in 

particular, since the end of the eighties, under the impetus of religious 

associations, the first two funds, based on a virtuous division of profits, 

were born. While in 1999 the first SRI fund appears, including funds with 

solidarity and environmental purposes. In recent years, in France SRI funds 

rose exponentially with 432 funds on a total of 1,138 active European SRI 

funds in 2016. 

In the Netherlands, the rapid evolution of these investment tools tripled 

from 1995 to 2000, due to the policy of tax incentives carried out by the 

government, a unique case in Europe. Indeed, there were 108 funds in 

2016, covering only 9.5 per cent of the European market. They were 

mostly green or sustainable and were distinguished especially for their 

relevant expertise in the forest sector, renewable energy and the North-

South investments.  

In Switzerland, ethical funds began to spread in 1992 and focused 

mainly on criteria that take into account jointly both innovation and 

sustainable development, through the application of strict exclusion rules 

especially for those companies that pollute or deplete natural resources 

which are considered scarce. There are 93 ethical funds active in 2016, 

accounting for 8.2 per cent of the European financial market. 

In Germany a marked prevalence of environmentally-inspired funds is 

diffused; it is the result of a deep-rooted environmental awareness. There 

are 81 active ethical funds, representing about 7.1 per cent of the total of 

European funds. 

In Great Britain the investments began to spread from the early 

eighties, under the impetus of Anglican and Methodist churches and 

charitable organizations. In fact, EIRIS, born in 1983, is the first research 

and consulting company in the field of ethics, which provides services 

relating to ethical investments, also by publishing an annual guide that 

contains various information, including the list of ethical criteria with 

which a company must comply to be included in a fund’s portfolio. In 

1984, however, the first ethical fund was born; it is the Stewardship Unit 

Trust, launched by the Friend Provident, a company linked to the Quaker 
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movement of mutual insurance. Since then, this type of investment has 

grown considerably, reaching 75 funds in 2016. 

In Belgium a large decline is registered. The number of SRI funds 

moved from 214 in 2014 to 69 in 2016, due to a large rationalization of 

SRI funds range. 

Regarding Sweden, the first ethical fund was Ansvar, born in 1962, 

whose vocation, however, was essentially religious, while funds aimed at 

sustaining humanitarian projects and initiatives spread from the eighties 

and nineties. In addition, problems related to the environment, especially in 

relation to the phenomenon of acid rain, have led to the development, 

starting from the second half of the eighties, in ecological vocation funds. 

Since 1997, finally, classic exclusion criteria, such as tobacco, weapons 

and alcohol, arrived in the market for ethical funds, which curiously, 

however, did not regard gambling, pornography and nuclear power, if not 

in the 5-10 per cent of cases. In Belgium there are 68 SRI funds in 2016. 

In Italy, the advent of ethical funds dates back to the beginning of the 

nineties. Different categories are distinguished, among which vocation 

charitable funds are included, which allocate part of the proceeds for 

humanitarian purposes, ecologists funds, ethical funds based on exclusion 

criteria (weapons, nuclear power, tobacco, alcohol, pornography, 

gambling, etc.). In 2016 there are 17 SRI funds. 

In Denmark there is still a poor presence of ethical funds with 20 SRI 

funds in 2016. Even in Spain, SRI funds are still limited and amounted to 

21 in 2016, although there are initiatives and institutions aimed at the 

development of ethical financial products. 

An analysis of the total amount of assets managed by the SRI funds 

shows, in the last decade, a steady growth, with the exception of 2003 

which showed an approximately 14 per cent decrease. In particular, the 

total assets managed by SRI funds increased from a value of 11 billion/€ in 

1999 to a value of 158 billion/€ in 2016 (Table 5). 
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Table 5. Total asset management of SRI funds in Europe 

 

 1999 2001 2003 2004 2005 2006 2007 2008 

Amount (bn/€) 11 14 12 19 24 34 48 48 

Variation n %  27.3 -14.3 58.3 26.3 41.7 41.2 0.0 

 2009 2010 2011 2012 2013 2014 2015 2016 

Amount (bn/€) 53 75 84 94 107 127 135 158 

Variation in % 10.4 41.5 12.0 11.9 13.8 18.7 6.3 17.0 

 

A more detailed analysis on the categories of SRI funds in Europe 

shows a clear predominance of equity funds representing about 46 per cent 

of total assets in 2016, followed by fixed index funds with 30 per cent and 

balanced funds with only 24 per cent (Figure 2). 

 

 

Figure 2. SRI typology in Europe. 

In terms of total assets under management, the countries with a high 

relevance in 2016 are France with 39 per cent of the European total assets, 

and Great Britain with 12 per cent (Figure 3). 
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Figure 3. SRI fund assets per country in 2016. 

Further confirmation about the relevant position taken by some 

European countries may be drawn if the relative value of the total assets 

under management for SRI funds is observed (Table 6). 

 

Table 6. Total asset under management for SRI retail funds domiciled 

in Europe, per country (billion/€) 

 

 2012 2013 2014 2015 2016 

France 41 38 46 47 58 

Great Britain 14 18 21 20 18 

Netherlands 5 10 11 12 16 

Switzerland 10 11 12 13 14 

Sweden 5 6 8 9 11 

Germany 7 9 9 8 10 

Belgium  8 6 7 7 7 

Italy 2 2 3 3 5 

Austria 3 3 3 4 3 

Spain 0 0 2 2 2 

Denmark 0 1 2 2 2 

 

France remains the leading country of sustainable finance in Europe 

with assets under management of about 58 billion/€ in 2016 from 41 

billion/€ in 2012, with an increase of about 41.5 per cent. Also in Great 

Complimentary Contributor Copy



Socially Responsible Investment Funds 29 

Britain and in the Netherlands the total assets under management for SRI 

retail funds present a rapid growth. In Great Britain it is equal to 18 

billion/€ in 2016 (14 billion/€ in 2012), while in the Netherlands it is equal 

to 16 billion/€ in 2016 (5 billion/€ in 2012).The lowest values were 

recorded in Spain and Denmark with 2 billion/€ in 2016.Finally, results of 

the research conducted by Vigeo Eiris (2016) highlight the top 5 funds 

based on one-year performance and compares fund returns with their peer 

group averages. In particular, data give a general indication of the best 

performances achieved by European SRI funds during the last 12 months. 

These funds all belong to the type of equity funds (Table 7). 

 

Table 7. Top performing SRI funds in Europe in 2015-2016 

 

Asset Management 

Company 

Fund Name Country 1y Fund 

Perf 

1y Cat 

Perf 

2015 

Legal & General  FCPE Solidaire 

Epargne Soliditas 

FR 30.9 11.7 

360Hixance am  Octalfa 360 Enjeux 

d'Avenir C 

FR 29.3 - 

Federal Finance 

Gestion  

Federal Actions 

Ethiques I A/I 

FR 28.9 10.8 

Storebrand Asset 

Management AS  

Delphi Nordic NO 27.5 15 

La Française des 

Placements  

CMNE Participation 

Actions Euro 

FR 26.2 12.9 

2016 

Old Mutual IM Ltd  Old Mutual Ethical UK 37.7 10.4 

First State Investments 

Ltd  

Stewart Invs Wldwd 

Sstnbty 

UK 35.6 8.6 

Storebrand AM AS  Storebrand Vekst NO 38.2 12.2 

Standard Life 

Investments  

SLI European 

Ethical Equity 

UK 23.4 0.9 

Aberdeen AM PLC  Aberdeen Ethical 

World Equity 

UK 30.8 8.6 
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CONCLUSIONS 

 

The spread of financial instruments with sustainable and socially 

responsible implications is an event with increasing importance. Investors 

show a strong interest in the financial instruments that allow them to 

pursue not only economic efficiency but also to achieve social 

responsibility. 

In the nineties the SRI instruments were developed throughout Europe, 

becoming part of the range of mutual funds offered by financial 

intermediaries. 

The SRI funds have grown significantly over the past two decades. 

The European SRI Study conducted by Eurosif (2016) confirms that 

responsible investment strategies have grown at double-digit rates in the 

recent years, faster than the broad European investment market. The areas 

most affected by this growth are Impact investing and Sustainability 

themed. 

Regarding the relevance of the SRI funds, two conclusions are found. 

On the one hand, the concern that integrating ESG factors into the 

investment strategy could adversely affect returns is unclear. On the other 

hand, investors are more aware of sustainability issues in the social and 

economic environment. Therefore, fiduciaries have a duty to specifically 

consider all kind of risks (financial and nonfinancial) associated with 

investments. 
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ABSTRACT 

 

The concept of ‘social responsibility’ can be explored from three 

dimensions, namely individual, corporate and global. Academic 

discussions about social responsibility are predominately focused on 

corporate social responsibility. These discussions are primarily related to 

the approaches, strategies, and processes of corporate social 

responsibility, their implementation and evaluation. Other responsibility 

dimensions such as individual social responsibility and global social 

responsibility have yet to be explored among management academics. In 

this chapter, besides corporate social responsibility, the authors explore 

individual social responsibility and global social responsibility from the 
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Vedanta philosophy (a part of Hinduism) with reference to the Bhagavad-

Gita. There is also a review of social responsibility literatures from other 

religious traditions, including Islamic, Christian, Confucian and Buddhist 

philosophies. The Bhagavad-Gita, which is part of the Mahabharata (a 

Hindu epic), is an important reference for Vedanta philosophy (religion), 

but it has not been explored from the context of social responsibility 

(except for few corporate social responsibility articles). In this chapter, 

the authors attempt to fill the gap in the literature by exploring the 

philosophies of social responsibilities (individual, corporate and global) 

from the Bhagavad-Gita. The authors employ hermeneutics, a qualitative 

research methodology which involves the study, understanding and 

interpretation of the Bhagavad-Gita in the context of social responsibility. 

In a nutshell, the Bhagavad-Gita provides a duty and action (dharmic and 

karmic) approach to social responsibility which starts from individual 

social responsibility (svadharma and asrama dharma based on individual 

nature or svabhava), to corporate social responsibility (varnaasrama 

dharma) and it moves towards global social responsibility (rita dharma – 

lokasangraha or global welfare). The leaders and the roles they play as 

individuals, in corporations and as global citizens are crucial in ensuring 

transparency, good conduct and governance towards the ultimate aim of 

achieving individual social responsibility, corporate social responsibility 

and global social responsibility. This chapter is expected to provide a 

framework to the study of Bhagavad-Gita (Vedanta) from other aspects of 

corporate management; such as corporate governance, corporate ethics 

and human resource management. 

 

Keywords: individual social responsibility, corporate social responsibility, 

global social responsibility, Bhagavad-Gita, leadership, Indian 

philosophy, religion and business 

 

 

INTRODUCTION 

 

Management theories within areas such as the social responsibilities of 

business are formulated to solve a management or business problem 

(Asika, 2007). Western management theories and concepts have dominated 

the thinking of management academics and practitioners for almost two 

centuries (Gbadamosi, 2003). It has also been argued that the application 

of Western management theories often proves less effective when imported 

or transplanted elsewhere such as the case of American management 
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theories in the Japanese context (Ahiauzu, 1999; Adeleye, 2011; Zoogah, 

2009).  

Panda and Gupta (2007) in their paper on “Call for developing 

indigenous organisational theories in India: setting agenda for future” 

which appeared in the 1st Volume of International Journal of Indian 

Culture and Business Management; have asserted that during the last two 

to three decades, academic scholars worldwide have increasingly realized 

the limitations of universal applicability of Western and or Japanese 

management theories and practices across all nations (e.g., Hofstede, 1993; 

Kiggundu, Jorgensen and Hafsi, 1983; Boyacigiller and Adler, 1991; 

Gopinath, 1998; Rousseau and Fried, 2001). This has led to a growing 

interest in indigenous management theories, i.e., relevant management 

theories and practices based on local conditions and socio-cultural factors. 

They (Panda and Gupta, 2007) argued that the reviews of literature reveal 

that most of the findings of existing studies (most of which have been 

conducted in organizations located in the USA) did not replicate in other 

nations (Bhagat and McQuaid, 1982; Doktor, Tung and Gilinow, 1991). 

They suggest that management knowledge (including social responsibility) 

is not universal and that it is culturally specific and therefore it is essential 

for developing countries in Asia such as India to explore their indigenous 

management thinking based on ancient wisdom.  

However such efforts seem to be absent and this can be seen in the 

coverage of reading materials in various management curriculums not only 

in the Indian context but also in other Asian countries including Malaysia. 

Most business schools keep on prescribing either American, British and 

Australian text books or books in the western tradition (Muniapan, 2008). 

As a result in the mind of the management learners, the western 

management models seems to be superior and good management values 

from the local culture (indigenous) perspectives are not taught. This 

attitude and mindset is likely to continue unless efforts are made to develop 

the culture specific (indigenous) models. 
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In the Indian1 context, the Bhagavad-Gita, in recent years has attracted 

interest among academics not only in theology, philosophy, spirituality, but 

also in management. The studies to explore the Bhagavad-Gita (or related 

to the Bhagavad-Gita) in management and leadership have been made by 

scholars such as Chakraborty (1993; 1995; 1999), Chakraborty and 

Chakraborty (2008), Sharma (1996; 1998; 1999; 2002; 2003), Krishnan 

(2001, 2003), Kejriwala and Krishnan (2004), Satpathy (2006; 2007), 

Muniapan (2005; 2006; 2007; 2008; 2009; 2010; 2014), Muniapan and 

Dass (2008; 2009), Muniapan and Shaikh (2007), Muniapan and Satpathy 

(2010), Muniapan and Rajendran (2011), Muniapan and Low (2011), Low 

and Muniapan (2011), Muniapan and Satpathy (2013), Muniapan and 

Jalarajan (2014), Satpathy and Muniapan (2008), Satpathy, Muniapan and 

Dass (2013), Parashar (2008) and others. 

The Bhagavad-Gita or “Song of the God” is one of the ancient and the 

most beloved scriptures of India. Most Hindus (followers of Hinduism2), 

regard this ancient text with the same respect and love as Muslims regard 

the Quran and Christians regard the Bible. From the Bhagavad-Gita, the 

Hindus seek comfort and spiritual enlightenment. The Bhagavad-Gita is 

also considered by eastern and western scholars alike to be among the 

world’s greatest spiritual books (Muniapan, 2010).  

 

 

OBJECTIVES 

 

The Bhagavad-Gita has yet to be explored fully in the context of social 

responsibility. Several concepts from the Bhagavad-Gita are relevant to 

                                                           
1 The reference to Indians here refers to not only Indians in India but also people of Indian origin 

in all parts of the world. 
2 Hinduism which is also known as Hindu Dharma in some modern Indian languages is a religion 

originating in the Indian subcontinent. In contemporary usage Hinduism is also referred to 

as sanatana dharma, which means eternal religion. See “The Concise Oxford Dictionary of 

World Religions”. Ed. John Bowker. Oxford University Press, 2000; The term can be traced 

to late 19th century Hindu reform movement (J. Zavos, Defending Hindu Tradition: 

Sanatana Dharma as a Symbol of Orthodoxy in Colonial India, Religion (Academic Press), 

Volume 31, Number 2, April 2001, p. 109-123; see also R. D. Baird, “Swami Bhaktivedanta 

and the Encounter with Religions,” Modern Indian Responses to Religious Pluralism, edited 

by Harold Coward, State University of New York Press, 1987). 
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construct a social responsibility model; therefore this paper attempts to 

explore social responsibility insights from the Bhagavad-Gita. This paper 

also attempts to highlight the social responsibility thoughts from the 

Bhagavad-Gita, although for many people and also to the scholars, 

presenting social responsibility from a philosophy, religious and spiritual 

text such as Bhagavad-Gita may look rather strange. These will eventually 

dispel the wrong notions and belief that prevails regarding the relationship 

between ancient Indian philosophy and management (social 

responsibilities) and will provide a framework for the development of 

future philosophy related research studies in the area of social 

responsibility.  

 

 

METHODOLOGY 

 

The Bhagavad-Gita is written in the Sanskrit language; which is one of 

the oldest languages in the world. This paper is based on a qualitative 

research methodology called hermeneutics, which is the interpretation of 

scripture and classical literatures. Hermeneutics is not a well-defined field. 

It is also concerned with the usage of language and the process of using 

language (Muniapan, 2007). In this paper the interpretation of selected 

verses from the Bhagavad-Gita has been made to provide its relevance to 

the concept of individual social responsibility, corporate social 

responsibility and global social responsibility. The interpretation was done 

based on four stages; namely identification, investigation, interpretation 

and integration. The identification stage involves searching for the relevant 

direct and indirect social responsibility equivalent verses. This will be 

followed by a detailed investigation of the verses in terms of content. The 

next stage involves interpretation by providing the meaning and the 

relevance of the verses from the social responsibility context. The final 

stage is the integration of the verses involves adopting, modifying the 

lessons from the verses and providing commentaries from the perspectives 

of individual social responsibility, corporate social responsibility and 

global social responsibility. 
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PHILOSOPHY AND BUSINESS MANAGEMENT 

 

Religion and philosophy play a significant role in the development of 

human values and behavior which has a great impact on business and 

corporate management. Research also suggests that the encouragement 

religious principles in business can lead to benefits in the areas of 

creativity, honesty and trust, personal fulfillment, and commitment, which 

will ultimately lead to increased corporate and business performance 

(Krishnakumar and Neck, 2002; Muniapan, 2009, Muniapan, 2010).  

In the academic journals, there has been considerable research on the 

relationship between religion (philosophy) and business (Calkins, 2000; 

Epstein, 2002; Weaver and Agle, 2002; Zinkin and Williams, 2006; 

Beekun and Badawi, 2005 and Abuznaid 2005, 2009). There have been 

numerous conceptual studies which have linked and integrated the 

religious faiths and scriptures such as the Bible (Christianity), the Quran 

(Islam) from the perspectives of business (Tamari, 1990; Stackhouse et al., 

1995; Epstein, 2002; Sacks, 2004; Zinkin, 2004, Zinkin and Williams, 

2006). This conceptual work has led to empirical research into the 

relationship between religion and business. Zinkin and Williams (2006) in 

their studies on Islam and corporate social responsibility cited some of the 

earlier studies made on the relationship between religion and business 

which includes Miesing and Preble (1985); Ibrahim and Angelidis (1993); 

Terpstraet al., (1993); Smith and Oakley (1996); and Angelidis and 

Ibrahim (2004).  

In terms of the impact of religious philosophy on social responsibility 

practices, several researchers support the idea that religious persons have a 

wider notion of corporate social responsibility than non-religious persons 

(Rest 1986; Agle and Van Buren, 1999:581; Weaver and Agle, 2002; 

Brammer et al., (2005), Zinkin and Williams, 2006). In the study by 

Brammeret al., 2005 on religion and attitudes to corporate social 

responsibility, data collected from a large cross country sample of over 

17,000 individuals confirmed the notion that religious individuals do tend 

to hold broader conceptions of the social responsibilities of business than 

non-religious individuals.  
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Among the world’s major religions and philosophy, Christianity and 

Islam have received wider attention from a business and corporate social 

responsibility perspective. The Bhagavad-Gita (Hinduism) however is yet 

to be explored in the context of social responsibility; therefore this paper is 

timely as it fills the gap in the social responsibility literature.  

 

 

THE BHAGAVAD-GITA 

 

The Bhagavad-Gita is said to be the summary of all the Upanishads3 by 

AdiSankara who beautifully quoted this in his Bhagavad-Gitadhyana 

(meditation) number 3, after saluting Sri Vyasa Muni4 and Sri Krishna5 as 

follows: sarvopanisado gavo dogdha Gopala nandanah, partho vatsah 

sudhir bhokta dugdham gitamrtam mahat - All the Upanisads are the cows, 

the milker is Sri Krishna, the cowherd boy, is Partha (Arjuna)6 is the calf, 

men of purified intellect are the drinkers, the milk, is the supreme nectar of 

the Bhagavad-Gita (Chidbhavananda, 1992). Sri Krishna himself has 

milked this supreme wisdom for the benefit of the whole mankind. It is the 

ardent belief of the Hindus that those who drink this nectarine milk of the 

Bhagavad-Gita will strengthen and develop themselves mentally to face 

the battle of life with a smiling face at every step. The milk is also 

                                                           
3Upanisad literally means “sitting down beside. Different Upanishad is affiliated with the four 

Vedas.The Upanishads were transmitted orally by the Vedic schools. The longest and oldest 

Upanishad is the Brhadaranyaka and Chandogya respectively. Dr. B.B. Paliwal (2006), 

Message of the Vedas, Diamond Books, New Delhi, p. 45-70. 
4He is also sometimes called Krishna Dwaipayana, (the island-born) or Veda Vyasa, meaning - 

'the one who divided the Vedas. He is accredited as the scribe of both the Vedas, and the 

supplementary texts such as the Puranas.See“The Bhagavata-Purana”, translated by A.C. 

Bhaktivedanta Swami Prabhupada (1988), Bhaktivedanta Book Trust, Los Angeles.  
5 Sri Krishna is the 8th incarnation (avatar) of SrimanNarayana, the Supreme Personality of 

Godhead in the Vaishnavism tradition. SrimadBhagavatam (BhagavataPurana) 1.3.28 

states that “All of the above-mentioned incarnations are either plenary portions or portions 

of the plenary portions of the Lord, but Lord Sri Krishna is the original Personality of 

Godhead.” (Translated by A.C. Bhaktivedanta Swami Prabhupada (1988), Bhaktivedanta 

Book Trust, Los Angeles). Sri Krishna is the speaker of the Bhagavad-Gita. 
6Arjuna is one of the heroes in the Mahabharata. He is the third of the 5 Pandava brothers; the 

others are Yudhisthira, Bhima, Sahadeva and Nakula. See The Mahabharata ofKrishna 

DwaipayanaVyasa, translated to English by Kisari Mohan Ganguli, online translation is 

available at http://www.sacred-texts.com/hin/maha/index.htm. 
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considered to be a perfect and a balanced food, it is easily digestible and 

those who drink the easily digestible nectar like milk of the Bhagavad-Gita 

are nurtured and nourished in body, mind, intellect and spirit and they will 

become the master of their inner and outer world as was the case with 

Arjuna (Gupta, 1998, p. 7). 

Many great thinkers such as Albert Einstein, Mahatma Gandhi and 

Albert Schweizer as well as Madhvacarya7, Sankara8 and Ramanuja9 from 

bygone ages have all contemplated and deliberated upon timeless message 

of the Bhagavad-Gita. The Bhagavad-Gita’s intrinsic beauty is that its 

knowledge applies to all people and it does not pertain to any sectarian 

ideology. It can also be approachable from the sanctified realms of all 

religions and is glorified as the epitome of all spiritual teachings. The 

proficiency in the Bhagavad-Gita reveals the eternal principles which are 

fundamental and essential for spiritual life from all perspectives and the 

esoteric truths hidden within all religious scriptures (Muniapan, 2010). The 

primary purpose of the Bhagavad-Gita is to illuminate the humanity with 

the realization of the true nature of divinity; for the highest spiritual 

conception and to attain love of God10. 

Over the centuries many renowned scholars and philosophers from all 

over the world have commented on the Bhagavad-Gita and elucidated the 

                                                           
7Madhvawas the chief proponent of Tattvavada (True Philosophy), popularly known as dvaitaor 

dualistic school of Hindu philosophy. It is one of the three most influential Vedanta 

philosophies. Madhva was one of the important philosophers during the Bhakti movement. 

He was a pioneer in many ways, going against standard conventions and norms. 

Madhvacharya is believed by his followers to be the third incarnation of Vayu after 

Hanuman and Bhima. Source: Bhakti Schools of Vedanta, by Swami Tapasyananda (1991), 

Sri Ramakrishna Math, Chennai. 
8AdiSankara was the first philosopher to consolidate the doctrine of Advaita Vedanta, sub school 

of Vedanta. His teachings are based on the unity of the soul (jivatmata) and god (brahman 

or paramatma), in which brahmanis viewed as without attributes. AdiSankara is regarded as 

an incarnation of Lord Siva. This is also confirmed in the Padma Purana. See Swami 

Tapasyananda (2002). Sankara-Dig-Vijaya: The Traditional Life of Sri Sankaracharya by 

Madhava-Vidyaranya, Sri Ramakrishna Math, Chennai. 
9 Sri Ramanuja was a famous teacher, theologian, and philosopher and is seen by Sri Vaishnavas 

(as followers of Vishnu) the third and the most important teacher (acarya) of their tradition. 

By the Hindus in general as a leading expounder of Vivistadvaita, one of the classical 

interpretations of the dominant Vedanta school of Hindu philosophy. For details see 

Bartley, C. J. (2002), The Theology of Rāmānuja: Realism and religion, London Routledge 

Curzon. 
10 See http://www.bhagavad-gita.org/. 
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teaching of theBhagavad-Gita in many publications and lectures. It is 

universal and non-sectarian and its teachings are applicable not only to 

Indians but to everybody. Charles Wilkins translated the first English 

language version of the Bhagavad-Gita in 1785 from the original Sanskrit. 

At present there are more than 1000 English language versions and 

commentaries of the Bhagavad-Gita written by many scholars in India and 

around the World. The Bhagavad-Gita has also been translated into more 

than 500 world languages other than English.  

The Bhagavad-Gitawas said to have been delivered at battlefield in 

Kurukshetra more than 5,000 years before the commencement of war 

between the Pandavas and the Kauravas. Sri Krishna was said to have 

spoken the Bhagavad-Gitato Arjuna on the battlefield of Kuruksetra in 

3102 B.C.; just prior to the commencement of the Mahabharata11 war. This 

date corresponds to 1700 years before Moses, 2500 years before Buddha, 

3000 years before Jesus and 3800 years before Mohammed. 

The Bhagavad-Gita has exercised an enormous influence, which 

extended in early times to China and Japan and lately to the western 

countries. The two chief scriptural works of Mahayana Buddhism12 – 

Mahayana Sraddhotpatti (The Awakening of Faith in the Mahayana) and 

Saddharma Pundarika (The Lotus of the True Law) – are deeply indebted 

to the teachings of the Bhagavad-Gita. Mahatma Gandhi who preached the 

Bhagavad-Gita philosophy, said: “I find a verse here and a verse there and 

I immediately begin to smile in the midst of overwhelming external 

                                                           
11The Mahabharata is one of the two major ancient Sanskritepcis of India, the other being the 

Ramayana. The full version contains more than 100,000 verses, making it around four times 

longer than the Bible and seven times longer than the Illiad and the Odyssey combined. The 

Mahabharata's scope is best summarized by one quotation from the beginning of its first 

parva (section): “What is found here, may be found elsewhere. What is not found here, will 

not be found elsewhere”. See The Mahabharata of Krishna Dwaipayana Vyasa, translated to 

English by Kisari Mohan Ganguli, online translation is available at http://www.sacred-

texts.com/hin/maha/index.htm. 
12 Mahayana Buddhism originated in India. The Mahayana tradition is the larger of the two major 

traditions of Buddhism existing today, the other being that of the Theravada school. 

According to the teachings of Mahayana traditions, “Mahayana” also refers to the path of 

seeking complete enlightenment for the benefit of all sentient beings, also called 

“Bodhisattvayana”, or the “Bodhisattva Vehicle.” In the course of its history, Mahayana 

Buddhism spread from India to various other Asian countries such as China, Japan, 

Vietnam, Korea, Singapore, Taiwan, Nepal, Tibet, Bhutan, and Mongolia. 
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tragedies – and if they have left no visible, no indelible scar on me, I owe it 

all to the teachings of the Bhagavad-Gita” (Muniapan, 2009; 2010). 

The Bhagavad-Gita comprises of 18 chapters, with the first 6 chapters 

explaining the Karma Yoga (selfless action) namely the actions of self-

doubt, spirituality of Being, selfless action, and wisdom in action, work 

sanctification and meditation for full consciousness. The second set of 

chapters 7-12, is on Jnana Yoga (self-knowledge). This second series is the 

key to actions of detachment through the understanding of supreme Truth, 

unity with Truth, devotion, alignment, universal form and divine qualities. 

The final 6 chapters, 13- 18 teach the ‘how to’ for unquestionable 

devotion. These are actions for detachment, transcendental wisdom, and 

knowledge of supreme (Chow, 2007). The Bhagavad-Gita presents some 

of the core values and principles of Dharma, Karma, Loka Sangraha, 

Kausalam, Vividhta and Jigyasa (Athreya, 2005; Basin, 2010) which could 

be instrumental in nurturing individual social responsibility, corporate 

social responsibility and global social responsibility.  

The Bhagavad-Gita starts with the word “dharma” and “dharma” is an 

important concept in the Vedanta13 philosophy and in India. In the context 

of Vedanta (Vedas) and Hinduism, it means one’s righteous duty. 

“Dharma” is often translated as occupational duty, virtues, ethics, 

righteousness and religion. Besides “dharma” in Bhagavad-Gita, “karma” 

is the concept of “action” or “deed,” understood as that which causes the 

entire cycle of cause and effect. “Karma” is considered to be a spiritually 

originated law of nature. “Karma” is not fate, for humans act with free will 

create their destiny. According to karma theory, if one sows goodness, one 

will reap goodness; if one sows evil, one will reap evil. Karma refers to the 

totality of our actions and their concomitant reactions in this and previous 

lives, all of which determines our future. The conquest of karma lies in 

intelligent action and dispassionate response. Both concepts are also found 

in various other Indian religions such as Buddhism, Sikhism and Jainism.  

 
                                                           
13The word Vedanta is a compound of veda “knowledge” and anta “end, conclusion”, translating 

to “the culmination of the Vedas. See Radhakrishnan, Sarvepalli; and Moore, Charles A. A 

Source Book in Indian Philosophy. Princeton University Press; 1957. Princeton paperback 

12th edition, 1989, p. 3. 
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CORPORATE SOCIAL RESPONSIBILITY 

 

Corporate social responsibility is the most popular area of research 

within social responsibilities and there has been a myriad of corporate 

social responsibility definitions by numerous scholars, but there is no 

universally accepted definition of corporate social responsibility. One of 

the primary reasons is that corporate social responsibility is an evolving 

concept, which over the years has been used to describe an increasingly 

wider range of corporate activity (Gutierrez & Jones, 2005). Corporate 

social responsibility, which used to be equated with corporate 

philanthropy, now, includes everything from charitable contributions and 

“social investment” to the direct integration of vulnerable populations into 

a corporation’s regular business practice (Gutierrez & Jones, 2005). A 

standard definition of corporate social responsibility is that it is about 

sacrificing profits in the social interest and for this to happen the 

corporation must be able to go beyond its legal and contractual obligations. 

A widely quoted definition by the World Business Council for 

Sustainable Development states that “Corporate social responsibility is the 

continuing commitment by business to behave ethically and contribute to 

economic development while improving the quality of life of the workforce 

and their families as well as of the local community and society at large.” 

(Hopkins, 2012, pp.25).  

Corporate social responsibility refers to the obligation of an 

organization which considers the interests of all their stakeholders which 

includes the customers, employees, shareholders, communities and 

ecological considerations in all aspects of their operations. This obligation 

is seen to extend beyond their statutory obligation to comply with 

legislation. In the American context, Steiner & Steiner (2006) relates the 

practice of corporate social responsibility to the philanthropic work of 

wealthy business owners John D. Rockefeller and Andrew Carnegie, who 

gave away millions of dollars to social causes. However, corporate social 

responsibility goes beyond the normal philanthropy or charity activities of 

an organization as corporate social responsibility requires organization take 

into full account of its impact on all stakeholders and on the environment 

Complimentary Contributor Copy



Balakrishnan Muniapan and Biswajit Satpathy 48 

when making decisions. In a nutshell, corporate social responsibility 

requires the organizations to balance the needs of all stakeholders with its 

need to make a profit and reward shareholders adequately (Muniapan and 

Dass, 2008). 

Eberstadt (1977) asserted that the practices of corporate social 

responsibility date back to the ancient Greece. Muniapan and Dass (2008) 

in their study on Vedic (Vedanta) corporate social responsibility 

highlighted a similar development of corporate social responsibility in the 

ancient India. Early conceptualization of corporate social responsibility 

was broadly based on religious virtues and values such as honesty, love, 

truthfulness and trust. Such values were found dominant in the golden rule 

constructed by Immanuel Kant’s Categorical Imperative (Evan and 

Freeman, 1998; Muniapan and Dass, 2008). It has also been argued that 

this golden rule can be applied in viewing companies as responsible to 

stakeholders and society (Donaldson and Preston, 1995; Evans and 

Freeman, 1998; Muniapan and Dass, 2008). Implicitly, this argument 

suggests that those who do not practice such values are deemed to be 

unethical and not concerned of societal welfare. Since then, civilizations 

have been in the process of wealth and the practices of corporate social 

responsibility were neglected and overshadowed by the pursuit of wealth 

accumulation. 

Just like any other concepts, the concept corporate social responsibility 

also has many critics. The most well-known critic of corporate social 

responsibility is perhaps neoclassical economist, Milton Friedman. In his 

widely cited essay, “The Social Responsibility of Business is to Increase its 

Profits,” Friedman (1970) criticizes the claim that corporations should 

practice corporate social responsibility. He argues: “…there is one and 

only one social responsibility of business – to use its resources and engage 

in activities designed to increase its profits so long as it stays within the 

rules of the game, which is to say, engages in open and free competition 

without deception or fraud” (Friedman, 1970, pp.91). Friedman maintains 

that corporations cannot be expected to exercise corporate social 

responsibility because doing so they compromise shareholder earnings, 

make decisions that they are not qualified to make, interfere with 
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government responsibilities, and impose costs on their stockholders, 

customers and employees. Although his arguments today is considered by 

many to be outdated, but there are still a few Friedman followers who 

claim that corporate social responsibility will decrease welfare, undermine 

the market economy, reduce economic freedom, and deflect business from 

its primary role of wealth creation (Henderson, 2005; Crook, 2005, 

Norberg, 2003, Heath and Norman, 2005). Norberg (2003) for example 

agrees, arguing that if companies choose to focus on corporate social 

responsibility rather than just increasing efficiency, corporations will 

become less productive, economic growth will wane, and society as a 

whole will have fewer resources to meet its needs. For this reason, some 

argue that corporate social responsibility actually requires companies to 

behave irresponsibly. Heath and Norman (2005) on the other hand argues 

that managers committed to strong corporate social responsibility programs 

may fail to maximize profits and could thus risk losing their jobs if 

investors see an opportunity to make more money by scrapping corporate 

social responsibility related initiatives (Whellams, 2007). 

However in this century, some of the above arguments do not make 

sense as business is changing rapidly and increasingly come under the 

pressure of responding to the challenge corporate social responsibility. 

They have come under tremendous pressure from their stakeholders to act 

responsibly to the society. A series of business and corporate scandals 

within the Organization for Economic Cooperation and Development or 

OECD – Enron and Worldcom in the United States, Parmalat and Vivendi 

in Europe and Satyam scandal in India led to public outrage. In Malaysia, 

cases such the BMF scandal in the 1980s, Perwaja Steel in 1990s, 

Malaysian Airlines (MAS) in middle of 2000 and the Port Klang Free 

Trade Zone scandal in 2010, the National Feedlot Centre scandal and most 

recently the 1 MDB have reinforced the need for good governance and 

corporate social responsibility. Therefore corporate social responsibility 

has re-emerged as the public demand for answers, and the pressing need 

for organizations to be held accountable to the communities they serve and 

to be more socially responsible (Muniapan, 2009). For an organizational 

perspective, corporate social responsibility encompasses many dimensions 
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of business activity ranging from the social (e.g., community programs), to 

economic (e.g., employment) to the environmental (e.g., waste reduction).  

The concept of corporate social responsibility has led to the emergence 

of a variety of business practices to be more stakeholder and societal 

orientated (Freeman 1984; Crane and Matten 2004; Welford 2004; Habisch 

and Jonker 2005; Fairbrass 2005). How a business is viewed and evaluated 

by stakeholders is likely to have a major impact on its interactions with its 

stakeholders. The stakeholder theory by Friedman (1984) suggests that 

investing time and other resources in addressing stakeholders’ interests and 

concerns is an important corporate activity. Stakeholders are groups and 

individuals who can affect or are affected by, the achievement of an 

organization’s mission. The World Business Council for Sustainable 

Development (WBCSD, 2000) argued that organizations have an 

obligation to society and are responsible to numerous stakeholders 

including owners, employees, customers, suppliers, competitors, 

government regulators and communities. By integrating corporate social 

responsibility into core business processes and stakeholder management, 

business can achieve their ultimate goal of creating both corporate and 

social value. Therefore business corporations are searching for ways to 

integrate corporate social responsibility into their long-term business 

strategies in a way that is beneficial to both business and society. 

 

 

THE BHAGAVAD-GITA AND SOCIAL RESPONSIBILITY 

 

Business organizations are viewed as legitimate and an integral part of 

society, but essentially it should create wealth for the society through the 

right means of action. The concept of ‘Sarva loka hitam’ in the Bhagavad-

Gita referred to ‘well-being of stakeholders.’ This means an ethical and 

social responsibility system must be fundamental and functional in all 

business undertakings. The corporate social responsibility requirements in 

the Indian context stresses on the concept of “dharma” which is given great 

importance in the Bhagavad-Gita.  
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According to the Bhagavad-Gita philosophy, dharmais the way of life 

for every man and this is true for a corporation. It is not a question now 

whether the corporations have social responsibility or not but the question 

is how to discharge the corporate responsibility. The Bhagavad-Gita model 

of discharging the responsibility by following the dharma can be a model 

for discharging corporate social responsibility by incorporating individual 

social responsibility and global social responsibility.  

“Dharma”is one of the aims of human life besides wealth (artha), 

desires (kama) and liberation (moksha). There is a systematic relationship 

of each of these aims. The ultimate element of life should be interpreted as 

a drive to achieve moksha or liberation guided by dharma and kama using 

artha as a tool. Business is a means in creating artha or wealth. The 

business principles need to be based on “dharma” and “dharma” should 

always be protected. Dharma” has been explained to be that which helps 

the welfare of all living being. In the Mahabharata, Karna Parva, Chapter 

69 Verse 58 eulogizes it as follow: “dharma” sustains the society, 

“dharma” maintains the social order; “dharma” ensures well being and 

progress of humanity, “dharma” is surely that which fulfils these objectives 

(Muniapan, 2006). 

The Bhagavad-Gita emphasizes that one should not run away from his 

or her “dharma.” In the Bhagavad-Gita, Sri Krishna motivates and 

encourages Arjuna to perform his “dharma” and not to run away from the 

battlefield. (Bhagavad-Gita. 3.8) – “Perform your prescribed duty, for 

doing so is better than not working, one cannot even maintain one’s 

physical body without work” (Prabhupada, 2003, pp. 170). Sri Krishna 

further stressed that duty (dharma) needs to be done without attachment 

and for those who do their duty without attachment will attain the supreme 

goal - (Bhagavad-Gita. 3.19). In his explanation, Sri Krishna gave the 

example of King Janaka (father of Sita and father-in-law of Sri Rama in 

Ramayana14) who attained perfection solely by performance of his 

                                                           
14The Ramayana, also known as the first poem (AdiKavya) consists of 24,000 verses in seven 

cantos (kandas) and tells the story of a prince, Rama of Ayodhya, whose wife Sita Devi is 

abducted by King of Lanka, Ravana. It was composed by sage Valmiki, the first poet 

(AdiKavi). Valmiki Ramayana translated by Ralph T. H. Griffith (1870-1874, available at 

http://www.sacred-texts.com/hin/rama/index.htm. 
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prescribed duties - (Bhagavad-Gita. 3.20). Therefore Sri Krishna instructed 

Arjuna to perform his duty for the sake of educating the people in general.  

In (from) the Vedas (Bhagavad-Gita), there are four principal kinds of 

“dharma” known as chatur (four) dharma. These four dharmas or duties are 

relevant to the concept of individual social responsibility, corporate social 

responsibility and global social responsibility. 

 

 

Global Social Responsibility 

 

Rita dharma or the universal duty is the inherent order of the cosmos. 

The concept of Rita dharma is derived from the Vedas (Bhagavad-Gita). 

The concept of Rita literally means the “course of things. It stands for 

inviolable cosmic order or the law in general and the immanence of justice. 

This is a term which it is difficult to translate by any single English 

equivalent, but is usually rendered as the “Law or Order” (represents in a 

way both natural and moral order).  

In the Bhagavad-Gita, the Sri Krishna declares that, “O son of Prtha 

(referring to Arjuna), know that I am the original seed of all existences, the 

intelligence of the intelligent, and the prowess of all powerful men - bijam 

mam sarva-bhutanam, viddhi partha sanatanam; buddhir buddhimatam 

asmi, tejas tejasvinam aham (Bhagavad-Gita 7.10). 

There exists a responsibility for every one of us including the 

businesses to abide by the Rita Dharma. We can call this in modern term as 

the responsibility towards the cosmic order. For this every one of us has to 

obey the order that is the seed of the physical world and which exists from 

the beginning of the time. The concept of Rita dharma provide us with 

global social responsibility which the business or corporation need to 

consider beyond corporate social responsibility. 
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Corporate Social Responsibility 

 

Varna dharma or social duty defines the individual’s obligations and 

responsibilities within the nation, society, community, business and family. 

This is directly relevant to corporate social responsibility. Organizations 

are to safe guard the interest of the stakeholders and for that they are to be 

efficient and effective. The employees are the primary stakeholders of the 

organization. According to Carroll and Buchholt, 2003, the companies as 

well as the employees must work for their self-interest and the “self-

interest” argument suggests that for a long-term perspective corporations 

should conduct themselves in such a way in the present as to assure 

themselves of a favorable operating environment in the future. This view 

holds that companies must look beyond the short-term, bottom-line 

perspective and realize that investments in society today will reap the 

benefits in the future. Furthermore, it may be in the corporate world’s best 

interests to engage in socially responsive activities because, by doing so, 

the corporate world may forestall governmental intervention in the form of 

new legislation and regulation.  

If we go by the arguments of Carroll and Buchholtz (2003) every 

employee and the organization as a whole has to work for their self-

interest. By serving self-interest they can serve the interest of the society. 

Sri Krishna therefore says the following in the Bhagavad-Gita, “Perform 

your obligatory duty, because action is indeed better than inaction. Even 

the maintenance of your body would not be possible by inaction” - niyatam 

kuru karma tvam, karma jyayo hy akarmanah; sarira-yatrapi ca te, na 

prasiddhyed akarmanah (Bhagavad-Gita, 3. 8). “The four Varna or 

divisions of human society, based on aptitude and vocation, were created 

by Me” - catur-varnyam maya srstam, guna-karma-vibhagasah; tasya 

kartaram api mam, viddhy akartaram avyayam (Bhagavad-Gita, 4.13). 

“The division of labor into the four categories - Braahmana, Kshatriya, 

Vaishya, and Shudra -- is also based on the Gunas inherent in peoples' 

nature (or the natural propensities, and not necessarily as one's birth right), 

O Arjuna” - brahmana-ksatriya-visam, sudranam ca parantapa; karmani 

pravibhaktani, svabhava-prabhavair gunaih (Bhagavad-Gita, 18.41) 
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The essence of the above teachings of the Bhagavad-Gita is very 

specific and tells to perform the duty as prescribed to one based on his 

ability. In the modern world also the jobs are allotted looking into one’s 

ability and efficiency therefore Sri Krishna say that I have done the 

division of labor. If one performs his allotted duty faithfully than he is said 

to be following the Varnaashrama dharma. The Bhagavad-Gita (Chapter 

18. 45-48 explains how by following his qualities of work, every man can 

become perfect - janmana jayate sudrah samskarad bhaved dvijah veda-

pathad bhaved vipro brahma janatiti brahmanah.   

 

 

Individual Social Responsibility 

 

Ashrama dharma or duties of life’s stages is a developmental 

“dharma.” The natural process of maturing from childhood to old age 

through fulfillment of the duties of each of the four stages of life namely 

brahmachari (student), grihastha (householder), vanaprastha (elder advisor) 

and sannyasa (religious solitaire) in pursuit of the four human goals: 

dharma (virtue), artha (wealth), kama (pleasure) and moksha (liberation). 

This is individual social responsibility in relation to the family and society. 

Svadharma or personal duties, or obligation is one’s individual pattern 

through life, according to one’s own particular physical, mental and 

emotional nature. Svadharma is determined by the sum of past “karma” 

and the cumulative effect of the other three dharmas. It is the 

individualized application of “dharma” dependent on personal “karma,” 

reflected on physical characteristics, health, intelligence, skills and 

aptitudes, desires and tendencies. This is personal social responsibility in 

relation to the individual life and growth. 

“Svadharma” is choosing the right vocation and the job for the self. 

The Bhagavad-Gita identifies three gunas (qualities) satva (goodness), 

rajas (passion) and tamas (ignorance) and says that these three gunas are 

present in every man in different proportions. One must choose a 

profession befitting to one’s own temperament or the most dominating 

guna. Gunas are the inert qualities of a man and one is happy if he chooses 

Complimentary Contributor Copy



The Philosophical Dimensions of Social Responsibilities … 55 

a vocation that suits most to him. Therefore the Bhagavad-Gita says the 

following: “Better to do one’s own dharma imperfectly than the dharma of 

another, however well discharged. Better is death in one’s own dharma; the 

dharma of another is fraught with fear” – sreyan sva-dharmo vigunah, 

para-dharmat sv-anusthitat; sva-dharme nidhanam sreyah, para-dharmo 

bhayavahah (Bhagavad-Gita, 3.35). sreyan sva-dharmo vigunah, para-

dharmat sv-anusthitat; svabhava-niyatam karma, kurvan napnoti kilbisam 

(Bhagavad-Gita 18.47). 

While recruiting people the companies also look for “appropriate” 

people with related qualities. Therefore it is always better to pick a job that 

suits one’s background, experiences, tendencies and desires that ultimately 

determines one’s personality. According to the Bhagavad-Gita duty is to be 

performed like a Yogi. The Bhagavad-Gita therefore explains the nuances 

of the Karma-Yoga. Yoga means “Dexterity in action.” It is possible only 

when someone is in a profession of spontaneous inclination. Sri Krishna 

provides an example of choosing one’s svadharma, He says, “Arjuna is a 

soldier (kshathriya) and his svadharma is to fight.” – Svadharmamapi 

chaavaekshya, na vikampithumarhasi; Dharmyaddhi yuddhaachchraey 

Onyath kshathriyasya na vidyathae (Bhagavad-Gita, 2.31). 

When one is in a profession that suits one’s talents and temperaments 

he is peaceful, balanced and equanomous. “Svadharma” is a broad term 

meaning several things like one’s vocation, calling, and “what is right for 

an individual. When someone performs the Svadharma his productivity 

and efficiency in the work is high as he is self-motivated to do the work. 

He is self-actualized. Thus the person utilizes the resources in hand in the 

best possible manner and the social responsibility to use the resources 

efficiently is fulfilled. 

The above four dharma’s (duties) based on individual social 

responsibility; corporate social responsibility; and global social 

responsibility are the karmas (action required) for corporate leaders. From 

the Bhagavad-Gita, the law of “karma” (cause and effect) is relevant for 

corporate social responsibility as it is expected to motivate the business 

people to carry out their responsibilities and duties to serve humanity. This 

ancient Hindu philosophy implies that the present nature of an individual’s 
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life (effect) or organizations is determined by their antecedent actions 

(cause). Good “karma” needs to be accumulated by business for long term 

benefits. In the context of corporate social responsibility, organization 

should not only be interested in their own welfare but also the welfare of 

all stakeholders and society. “Karma” is then a concept of reward or 

punishment for the choice made by individual or corporation. Hence, the 

law of “karma” emphasized the “dharma” as a key plank for self-

realization and for the organization to reach its potential. It has been 

argued that all virtues are conducive to spiritual development and is 

spiritual when performed with the realization of its relation to the inner 

spirit (Chakraborty, 2006). In the teachings of Bhagavad-Gita, it has been 

advised that perfect actions lead one to the ‘gateway to liberation 

(moksha).’ Evidently, this Hindu philosophy on “karma” has set a 

framework for organizational action for good corporate “karma” by the 

promotion of corporate social responsibility (Muniapan and Dass, 2008). 

The Bhagavad-Gita also promotes the concept of nishkama karma; a 

perspective on action and decision making that emphasizes performing 

one’s deeds without attachment to the fruits thereof– and where both the 

action and the fruits are offered to the divine. In the social responsibility 

context, the societal contribution must not have with any expectations in 

return but rather as a duty need to be done to the society. 

 

 

CONCLUSION 

 

The Bhagavad-Gita’s approach to social responsibility begins with 

individual social responsibility, promotes corporate social responsibility 

and goes even beyond to global social responsibility which stands for the 

good of humanity.  

It recommended that organizational leaders within the context of India, 

Indians worldwide or foreigners operating in India to be aware and apply 

the social responsibility management concept and the three different levels 

from individual, corporate and global. Corporate social responsibility (plus 

individual social responsibility and global social responsibility) can be 
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discharged by following the chatur-dharma by the corporation and the 

people of that corporation. If we move from the micro to the macro level, 

the corporation and its members are to follow the four dharmas namely sva 

dharma and asrama dharma (individual social responsibility), varna 

dharma (corporate social responsibility) and rita dharma (global social 

responsibility). These dharmas are the karmas to be performed by the 

individuals and corporate leaders. Although this is an ancient wisdom, it is 

still relevant for management in organizations even today in a modern 

technological era. 

In a nutshell, the Bhagavad-Gita suggests an inside-out approach to 

social responsibility, which is development of the individual leader’s self-

conscience. The leaders and the role they play in corporations are crucial in 

ensuring transparency, good conduct and governance towards the ultimate 

aim of achieving social responsibility. Future studies can explore other 

aspects of corporate management; such as corporate governance, corporate 

ethics and human resource management from the perspectives of 

Bhagavad-Gita philosophy. 
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ABSTRACT 

 

We study the role of corporate social responsibility (CSR) in the 

international banking industry. We first investigate whether there are 

significant differences in accounting and market variables between two 

groups of banks: CSR banks and non-CSR banks. Towards this end we 

perform t-tests for the equality of means on a large sample of banks over 

the period 2004–2013. Second, we try to detect whether there is a 
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particular pattern of environmental, social and corporate governance 

(ESG) scores over time and especially whether the 2008 financial crisis 

had an impact on the ESG scores. We find that CSR banks, compared 

with non-CSR banks, are larger, more profitable, and more efficient, 

more leveraged and have greater liquidity buffers. The ESG scores, 

especially those relating to environmental and corporate governance 

performance, improve in the post-crisis period, suggesting that CSR is 

being used as a tool to manage the consequences of the crisis. 

 

 

INTRODUCTION 

 

Our study aims to investigate the role of corporate social responsibility 

(henceforth CSR) in the international banking industry and how it relates 

to the crisis period, when banks were under considerable stress. CSR,  

defined by the European Commission as “the responsibility of enterprises 

for their impacts on society” (European Commission, 2011), is particularly 

important for the banking sector, as CSR is considered to be able to 

improve relations with stakeholders, to generate a positive impact in terms 

of consensus and trust and to affect banks’ reputation (e.g., Prior and 

Argandona, 2009; Shen et al., 2016). The relevance of CSR policies has 

grown considerably during recent years (Chih et al., 2010); in this period 

stakeholders are more sensitive not only to the economic aspects of 

operations with banks and to their respect for rules but also to the 

procedures, values, social interests and ethical principles pursued by banks. 

This has increased the need for more idealistic and more community-

minded values (trust, accountability, transparency and so on) in the 

banking industry, demonstrating that CSR can be a tool to help firms to 

improve their reputation, image and credibility (Chiu, 2014; Fernández and 

Souto, 2009; Lentner et al., 2015; Quelch and Jocz, 2009) and to reduce 

their risk (Bouslah et al., 2016; Arayssi et al., 2016). This reputation 

building is particularly important for financial institutions, since they are 

repetitive players in the credit and financial market (Jo et al., 2015). 

Another issue that is of the utmost importance concerns the 

relationship between the social and the economic performance of banks 

(Shen et al., 2016; Simpson and Kohers, 2002). Whether the adoption of 
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CSR can improve the corporate financial performance (henceforth CFP) is 

an old and debated question. The existing studies report mixed findings, 

probably due to the choice of suitable variables for identifying socially 

responsible companies, of the measures used to express CSR and CFP and 

of the methodologies used for the analyses (e.g., Orlitzky et al., 2003). 

Another issue arises from the direction of the causation between CSR and 

CFP (whether CSR is a contributory cause or a consequence of CFP; see 

e.g., Scholtens, 2008). 

The present investigation fits into the segment of the literature devoted 

to CSR in the banking sector. In particular, the chapter deals with the 

relationship between CSR and CFP and the role of CSR during the 

financial crisis. The aim of our analysis is first to investigate the 

differences between CSR banks and non-CSR banks in relation to their 

financial performance. In this respect, a sample of CSR banks will be 

compared with a sample of non-CSR banks using about 1,400 bank-year 

observations for CSR banks and 7,300 for non-CSR banks over the period 

2004–2013. In particular, environmental, social and corporate governance 

(henceforth ESG) scores from the ASSET4 (Thomson Reuters’ 

Datastream) data set will be used to identify the CSR banks, in line with 

Ioannou and Serafeim (2010). We use both accounting and market 

measures of CFP and a methodology of analysis that is in line with the 

existing literature (e.g., Simpson and Kohers, 2002). In accordance with 

this aim, our first research question is: are there significant differences in 

accounting and market financial performance measures between CSR and 

non-CSR banks? 

Our second objective is to investigate the changes in ESG scores 

during the years 2004–2013. In particular, we are interested in the 

association between the ESG scores and the global financial crisis, which 

hit the banks hard. This aim comes from the theoretical framework in the 

scarce existing literature, which shows the opposite effects on CSR in 

financially troubled times. CSR may be regarded as a cost or a threat to the 

existing business model because of the costs produced by social initiatives. 

In contrast, it can be seen as an opportunity to redefine the business model 

and to achieve its long-term goals. Therefore, our second research question 
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is: how has the social performance of banks changed in the post-crisis 

period compared with the pre-crisis period? 

Our study contributes to the existing literature for many reasons, 

namely from the perspective of theory, methodology and sampling. 

First of all, our research provides the ongoing debate on the CSR–CFP 

relationship with further empirical evidence, in particular by strengthening 

the hypothesis that there is a positive link between the socially responsible 

behaviour and the financial performance of banks. As illustrated in the 

literature review (Section 2.1), the studies on this relationship do not have 

financial institutions as their main focus and often show mixed results 

(e.g., Cornett et al., 2016; Soana, 2011), but most recent studies find a 

positive link. We focus on a single industry: the banking sector. We think 

that financial institutions are different because of their role as 

intermediaries and the large amount of trust and the role of reputation that 

are inherent in their business. Besides, we add value to the previous 

research by elaborating on the existing theoretical explanations for each of 

our findings (see Sections 4.1–4.7), contributing to the development of a 

more unified and grounded theory regarding the CSR–CFP link. 

Second, unlike many studies that use only accounting measures of CFP 

(e.g., Chih et al., 2010; Simpson and Kohers, 2002; Wu and Shen, 2013), 

we combine accounting and market measures, and this shows the financial 

performance in a more nuanced and multiperspective light. 

Third, we rely on a more extensive time series (2004–2013) than other 

studies do (e.g., Chih et al., 2010; Keffas and Olulu-Briggs, 2011; Simpson 

and Kohers, 2002; Soana, 2011; Wu and Shen, 2013). The inclusion of the 

post-crisis period allows the chapter to verify whether the results of studies 

on the CSR–CFP link that investigate only the pre-crisis years (e.g., Chih 

et al., 2010; Keffas and Olulu-Briggs, 2011; Simpson and Kohers, 2002; 

Soana, 2011) can be confirmed in a period comprising post-crisis years, 

which have had an impact on several variables of CFP (such as banks’ 

profitability and liquidity ratios). Besides, we extend the existing research 

because our study also investigates the pre- and post-crisis patterns of the 

ESG scores in the banking sector (unlike most previous studies, which 

focus on samples composed of firms from multiple industries, such as 
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Arevalo and Aravind, 2010; Giannarakis and Theotokas, 2011; 

Karaibrahimoglu, 2010; Simionescu and Dumitrescu, 2014) to verify 

whether the financial crisis had an effect on them. Given the incentives for 

banks to improve their reputation after the outbreak of the financial crisis 

(Chiu, 2014; Fernández and Souto, 2009; Lentner et al., 2015; Quelch and 

Jocz, 2009), an examination of their performance regarding the ESG 

indicators surrounding the crisis is of particular interest for assessing 

banks’ efforts to be more socially responsible in troubled times and can 

offer important policy suggestions for both regulators and banks. 

Another interesting feature of our sample is that it is made up of banks 

from all over the world: the distribution of the sample in terms of 

continents contains all the continents (Africa, Asia, Europe, North 

America, Oceania and South America), unlike many studies that focus on 

samples that are stricter geographically (e.g., Hu and Scholtens, 2014; 

Keffas and Olulu-Briggs, 2011; Simpson and Kohers, 2002).  

Furthermore, since differences in the results could be related to 

differences in sample periods as well as in samples, the data set used to 

identify our CSR banks (ASSET4, Thomson Reuters’ Datastream) might 

improve the reliability of our outcomes: it is not used much in the literature 

(among the few studies, Ioannou and Serafeim, 2010), although it is very 

comprehensive (it is based on 278 assessment factors) and provides quasi-

objective and relevant ESG information. Hence, our database describes 

many aspects of ESG performance in a unique operational setting 

compared with the databases used in many other studies, such as the EIRIS 

database (Wu and Shen, 2013), the KLD database (Bolton, 2013; Cornett 

et al., 2016) and the Dow Jones Sustainability World Index  

(Chih et al., 2010).  

Using these different data and metrics, we confirm in general the 

positive CSR–CFP relationship in accordance with most of the literature 

(Bolton, 2013; Callado-Muñoz and Utrero-Gonzales, 2011; Cornett et al., 

2016; Hu and Scholtens, 2014; Jo et al., 2015; Keffas and Olulu-Briggs, 

2011; Platonova et al., 2016; Shen et al., 2016; Simpson and Kohers, 2002; 

Wu and Shen, 2013; Wu et al., 2016). Finally, we find that the ESG scores, 
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especially those relating to environmental and corporate governance 

performance, improve in the post-crisis period. 

The remainder of the chapter is organized as follows. Section 2 

reviews the relevant literature, divided according to the two lines of 

research: the relationship between CSR and CFP and the relationship 

between CSR and the financial crisis. Section 3 describes the sample, the 

data and the methodology. Section 4 presents the empirical results. Section 

5 analyses the ESG scores and their pre- and post-crisis pattern. Finally, 

Section 6 concludes. 

 

 

LITERATURE REVIEW 

 

Since our aim is twofold, we divide the literature review into two 

sections. The next section concerns the relationship between CSR and 

CFP, and the one thereafter focuses on the relationship between CSR and 

the financial crisis. 

 

 

The Relationship between CSR and CFP 

 

The literature on the relationship between CSR and CFP addresses 

several issues, such as the choice of variables for measuring CFP and for 

identifying socially responsible companies. A distinction should be drawn 

between studies that deal with the CSR–CFP link in reference to non-

financial companies, which represent most of the existing literature (e.g., 

Beurden and Gössling, 2008; Chand, 2006), and studies that refer to the 

banking and financial sector, which are much less numerous (e.g., Chih  

et al., 2010; Scholtens and Dam, 2007).  

The relationship between CSR and CFP in non-financial companies is 

an old question, dating back to the works of Friedman (1962, 1970), 

McWilliams and Siegel (2002) and Preston and O’Bannon (1997). The 

existing studies do not reach a consensus on this issue. For example, the 

research conducted by Griffin and Mahon (1997), which is a very 
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interesting survey of the pre-2000s research, reviews 51 studies that 

document different (negative, positive and mixed) evidence on the 

relationship between CSR and CFP. Likewise, Margolis and Walsh (2003) 

analyse 109 empirical studies, dating from 1972 to 2002, among which 54 

show a positive relationship, 20 produce mixed results, 28 report not 

statistically significant relationships and even evidence a negative 

relationship, noting that the reasons for these conflicting results can be 

linked to different measurement and model issues. In their 2007 study, 

Margolis et al., through a meta-analysis of 167 studies over 35 years, show 

that the link is positive yet small. Other meta-analyses reach mixed 

conclusions (Allouche and Laroche, 2005; Frooman, 1997; Orlitzky et al., 

2003; Wu, 2006). More recently, most studies seem to confirm the 

existence of a positive relationship between CSR and CFP, but the results 

cannot be generalized to all markets and industries (Kamal, 2013; Richard 

and Okoye, 2013; Weshah et al., 2012; Varenova et al., 2013; Hogan and 

Evans, 2015). Finally, Friede et al., (2015) combine the findings of about 

2,200 individual studies on the relation between ESG criteria and corporate 

financial performance and realize a very exhaustive overview of the 

academic research on this topic. The results show that about 90% of 

studies find a non-negative ESG–CFP relation and that the large majority 

of studies report positive findings. 

Therefore, the existing empirical evidence on the link between social 

responsibility and financial performance is mixed (positive/ 

neutral/negative), but there are many studies that broadly report a positive 

association. This relation is indirectly influenced by many factors, such as 

competitive advantage, reputation and customer satisfaction (Sayedeh 

Parastoo et al., 2015). Orlitzky et al., (2003) argue that most contradictory 

results are linked to the use of inappropriate methodological and statistical 

tools, while Wu and Shen (2013) highlight that the conflicting results can 

be attributed to the different motives behind corporations’ conducting of 

CSR. In particular, an engagement in CSR reflects motives such as 

altruism, strategic choices and greenwashing. The strategic choice is the 

only healthy reason, leading to improved CFP, while the altruism motive 

indicates that companies conduct CSR activities for self-interest (Baron, 
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2001), thereby affecting CFP negatively. Finally, the greenwashing motive 

is typical of those companies that try to improve their image without 

significantly changing the business (Frankental, 2001). The differences in 

the findings can also be attributed to the different samples, methods and 

time periods used in the existent studies.  

As regards the literature on the financial and banking industry, the 

relation between CSR and financial performance is not examined in the 

same depth as for non-financial companies. The existing studies are scarce 

and offer different results (e.g., Birindelli et al., 2015; Cornett et al., 2016), 

but it is possible to note a preponderance of studies that show a positive 

relationship. 

Starting with the studies that find no statistically significant or negative 

relationships, Chih et al., (2010) investigate 520 financial firms and 

conclude that CSR and financial performance, measured by the return on 

assets and total assets, are not related. Soana (2011) confirms that there is 

no statistically significant link between CSR and CFP, measured by market 

(market-to-book value, price-to-book value and price/earnings adjusted) 

and accounting (return on average equity, return on average assets and 

cost-to-income ratio) indicators. Likewise, Ahmed et al., (2012) show a 

positive, but insignificant, relationship between operating performance and 

CSR for a small sample of banks. Among the studies that find a negative 

relationship, Scholtens and Dam (2007) compare banks that adopt the 

Equator Principles with those that do not and highlight a negative CSR–

CFP relationship; the authors observe that the former banks are larger and 

have lower operational profits. 

In contrast, other studies show that the relation between CSR and 

financial performance is positive. For example, Simpson and Kohers 

(2002) analyse a sample of 385 banks and show a positive link between 

CSR and return on assets; besides, banks with high social performance 

have lower loan losses. Similar findings are presented by Callado-Muñoz 

and Utrero-Gonzales (2011), who refer to a sample of small banks in 

developing countries, and by Keffas and Olulu-Briggs (2011), who point 

out a positive relationship between CSR and financial performance in 

banks operating in Japan, the US and the UK. In a more recent work, Wu 
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and Shen (2013) analyse the global banking sector (162 banks in 22 

countries) and show that in ‘strategic’ banks (that is, banks that engage in 

CSR in conformity to strategic choices) CSR can be positively associated 

with higher financial earnings and better asset quality. Bolton (2013) 

focuses on a large sample of US banks and points out that there is a 

positive relationship between CSR and both operating performance and 

firm value. Hu and Scholtens (2014) analyse a sample of 402 banks from 

44 developing countries and find that, in line with the literature on banks in 

developing countries (Margolis and Walsh, 2003; Orlitzky et al., 2003), the 

most profitable banks have the best CSR policies. Jo et al., (2015) 

investigate a sample that comprises 4,924 firm-year observations for 29 

countries to examine whether corporate environmental responsibility is 

important in strengthening operating performance in the financial services 

sector. They show that the reduction of environmental costs increases the 

return on assets in the long term and that the effect on CFP is more 

immediate in well-developed than in less-developed financial markets. 

Shen et al., (2016) analyse 65 CSR and 6,060 non-CSR banks and find that 

CSR banks greatly outperform non-CSR banks in terms of return on assets 

and return on equity. In the same way, Wu et al., (2016) study 194 

depository-type banks in 22 countries and find that high CSR engagement 

leads to better firm performance in terms of return on assets, return on 

equity, non-interest income to total assets and non-performing loans. The 

study by Cornett et al., (2016), based on a panel data set of 1,495 bank-

year observations, finds that the largest banks and the banks with higher 

capital ratios and lower fees to deposits have higher ESG scores. Finally, 

Platonova et al., (2016) indicate that there is a significant positive 

relationship between the CSR disclosure and the financial performance of 

Islamic banks in the Gulf Cooperation Council countries. 

Our review of the prior literature on the CSR–CFP relationship 

suggests that there have been quite a few theoretical and empirical debates 

on this issue. In general, the previous studies do not reach a consensus: the 

above-mentioned evidence is mixed, but there is well-documented 

literature that confirms a positive relation.  
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Regarding the measures of CSR, the literature shows many methods to 

identify CSR companies. Ioannou and Serafeim (2010) and Soana (2011) 

indicate different methods that are useful for this purpose, such as scores 

resulting from content analysis of public documents, surveys based on 

questionnaires, reputational measures (e.g., the Corporate Reputational 

Index by Fortune magazine, the Moskowitz reputational scale, the 

reputational scales from Business and Society Review), one-dimensional 

indicators, ethical ratings and multidimensional indexes calculated by 

specialized agencies (e.g., AEI, Vigeo Italia, Axia, E. Capital Partners, 

EIRIS, KLD and SAM). 

Concerning the banking system, the literature uses different sources of 

information, for example the Community Reinvestment Act ratings 

(Simpson and Kohers, 2002), the DJSI World Index (Chih et al., 2010) and 

the KLD Research and Analytics database (Bolton, 2013; Cornett et al., 

2016). Wu and Shen (2013) point out that many studies use the Financial 

Times Stock Exchange (FTSE) indexes (e.g., FTSE4Good) or the Dow 

Jones Sustainability Indexes to classify banks as CSR or non-CSR. 

Scholtens (2009) observes that these indices use a ‘best-in-class’ approach, 

so that top companies that engage strongly in CSR activities are selected in 

the indices. Wu and Shen (2013) therefore avoid the dichotomy of ‘banks 

that adopt CSR and those that do not’ leading to the exclusion of many 

banks that fall between the two extremes (high CSR and low CSR), 

classifying the banks into four types based on their degree of engagement 

in CSR. The ranking is derived using a survey conducted by the Ethical 

Investment Research Service. This critical approach seems to refer to 

Chatterji and Levine (2008) and Chatterji et al. (2010), who find evidence 

that the KLD’s ratings are not optimum, because of the use of publicly 

available data, and result in metrics that can be invalid or misleading to 

stakeholders. Furthermore, ethical evaluations can often be subjective and 

can lead to the publishing of different evaluations of the same firm. 

Therefore, the subjective interpretation of the concept of social 

performance, particularly due to different evaluation processes, is a 

problem that future empirical investigations and studies should consider. 
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Our purpose is to try to investigate whether ‘sustainable banks’ 

outperform ‘unsustainable banks’. In particular, the study aims to analyse 

whether there are significant differences in the financial performance of 

CSR banks and non-CSR banks and to provide sound theoretical 

explanations for the findings produced by our research. These are obtained 

using both accounting and market measures, which are observed with an 

extensive time horizon (2004–2013).  

 

 

The Relationship between CSR and the Financial Crisis 

 

The emphasis laid on the theme of banks’ CSR has grown rapidly in 

recent years for various reasons, among which are the international 

financial and economic crisis (see Nicol (2016) about the recent crisis as 

the emergence of the concept of ‘organized irresponsibility’). On the one 

hand, among its causes the crisis displayed unethical behaviour and 

insufficient respect for values that encompass ethical dimensions while 

addressing profitability (Heyzer, 2008), giving sound reasons to rethink the 

scope and content of CSR, often conceived in terms of corporate 

philanthropy with mere ‘public relations’ purposes (Sigurthorsson, 2012). 

On the other hand, the crisis increased the need for more idealistic and 

more community-minded values, like trust, accountability, transparency, 

responsible conduct and the integration of moral principles into banking 

business/policies, demonstrating that CSR is a tool for helping firms to 

manage the consequences of the crisis and especially to improve their 

reputation, image and credibility (Chiu, 2014; Fernández and Souto, 2009; 

Lentner et al., 2015; Quelch and Jocz, 2009). 

The literature on the relationship between CSR and the financial crisis 

is scarce. A stream of research that is relevant to our analysis deals with 

the effects of the crisis on CSR. In this respect, the existing studies show 

opposite effects on CSR in financially troubled times: CSR may be judged 

as a threat because of the costs produced by social initiatives or as an 

opportunity to redefine the business objectives according to the social 

expectations and, therefore, to achieve long-term entrepreneurial survival. 
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Karaibrahimoglu (2010) investigates the CSR performance of 100 

companies before the crisis and at the beginning of the crisis. The author 

finds that there is a significant drop in the numbers and extent of CSR 

projects in times of crisis. This evidence is consistent with the expectations 

that firms may choose not to engage in CSR projects during a financial 

crisis, since they are inclined to adopt more conservative and defensive 

behaviour and to cut their expenses (Cheney and McMillan, 1990; 

Fernández and Souto, 2009) by postponing or cancelling CSR initiatives 

(Njoroge, 2009).  

In contrast, other studies highlight that supporting CSR initiatives may 

help firms to overcome financial and economic downturns. For example, 

Arevalo and Aravind (2010) investigate the effect of the financial crisis on 

CSR in a sample made up of companies that have adopted the principles of 

the United Nations Global Compact (UNGC). The authors show that 

companies that integrated the UNGC principles into their business strategy 

in a responsible way are not affected by the financial downturn, while 

companies that integrated the UNGC principles with lesser conformity are 

more affected by the financial downturn. Selvi et al., (2010) examine the 

relationship between CSR and company reputation in Turkey before and 

during the financial crisis. They evidence a positive and significant 

relationship between the two variables both before the financial crisis and 

during the financial crisis. Giannarakis and Theotokas (2011) analyse 112 

companies, included in the Global Reporting Initiatives (GRI) report list, 

and assess the application level of the GRI guidelines. The authors point 

out improved CSR performance before and during the financial crisis. 

Jacob (2012) confirms that the crisis had a positive impact on many CSR 

issues in an analysis conducted within two multinationals: improvements 

of environmental policies, corporate governance, diversity programmes 

and compensation policies are obvious outcomes of the crisis. Simionescu 

and Dumitrescu (2014) focus on the relationship between CSR practices, 

the crisis and financial performance. They analyse the financial 

performance of companies listed on Bucharest Stock Exchange in Romania 

that continued their CSR practices during the financial crisis. The study 

finds a positive relation between CSR practices and financial performance, 
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and this positive effect extends to the company’s good reputation. Cornett 

et al., (2016) find that commercial banks, especially those of a large size, 

improved their social performance in the post-crisis period compared with 

the pre-crisis period. The largest banks show a steep increase in CSR 

strengths and a steep drop in CSR concerns after 2009, as the worst of the 

financial crisis had passed. Finally, Bouslah et al. (2016) examine the 

impact of the recent financial crisis on the relation between a firm’s risk 

and its social performance using a sample of non-financial US firms. They 

find that the aggregated social performance (strengths minus concerns) 

decreases the firm’s stock return volatility significantly during the financial 

crisis. Besides, strengths are more useful as a risk reduction tool in adverse 

economic environments, such as financial crises and economic recessions. 

The above-mentioned evidence on the relation between the crisis and 

CSR is mixed (Janssen et al., 2015), even though most studies report that 

firms improved their social responsibility during and after the financial 

crisis. This suggests that, although CSR activities involve costs, their 

positive effect on reputation exceeds the costs. Hence, the literature review 

proves that the financial crisis, and the consequent slow economic 

recovery, requires the restoration of trust in businesses to assure their 

survival and the rethinking of their environmental and social 

responsibilities as important practices for the society and economic system. 

A long-term and sustainable business strategy, regardless of any financial 

and/or economic downturn, strengthens firms’ relations with their 

employees, customers, investors and suppliers. This reputation building is 

very important in the financial services industry, because financial 

institutions operate repetitively in the credit and financial market (Jo et al., 

2015). Therefore, the CSR performance of banks is expected to improve in 

the post-crisis period compared with the pre-crisis period.  

The second purpose of our study relates to this field of research. In 

Section 5 we will try to verify whether there is a particular pattern of ESG 

scores over time and especially whether the financial crisis had an impact 

on them, urging banks to be more socially responsible. Unlike most 

previous studies, we focus on a single industry: the banking sector.  
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SAMPLE, DATA AND METHODOLOGY 

 

Our first purpose is to analyse whether there are significant differences 

in accounting and market variables between CSR banks and non-CSR 

banks. We want to test whether the mean scores of the two groups of 

banks, calculated with accounting and market measures, are significantly 

different (or not). To this end we perform tests (t-test) for the equality of 

means, which are used in many studies on CSR (e.g., Ahmed et al., 2012; 

Branco and Rodrigues, 2008; Haniffa and Cooke, 2005; Karaibrahimoglu, 

2010; Scholtens and Dam, 2007; Simpson and Kohers, 2002). T-tests are 

conducted to examine whether there is a difference between these two 

categories of banks with respect to indicators concerning the following 

research topics: size, profitability, efficiency, liquidity, capital adequacy, 

asset quality and market value (see Table 1). Therefore, our sample is 

made up of CSR banks and non-CSR banks: we use about 1,400 bank-year 

observations for CSR banks and 7,300 for non-CSR banks over the period 

2004–2013 (see the second column of Table 2 and Table 3). 

Our sample is made up of banks from all over the world: they are 

located on all the continents (Africa, Asia, Europe, North America, 

Oceania and South America), unlike the geographically stricter samples of 

many studies (e.g., Hu and Scholtens, 2014; Keffas and Olulu-Briggs, 

2011; Simpson and Kohers, 2002).  

CSR banks are taken from ASSET4 (Thomson Reuters’ Datastream), a 

data set that is not used much in the literature, although it is very 

comprehensive. This data set ranks firms along three dimensions, called 

‘pillars’, concerning ESG performance‡. The subcomponents of the pillars 

are category scores. Environmental performance contains three categories 

(resource reduction, emission reduction and product innovation), social 

performance has seven categories (employment quality, health and safety, 

training and development, diversity, human rights, community and product 

                                                           
‡ ASSET4 also uses a fourth pillar that refers to firms’ economic performance. Thus, it is not 

relevant to our analysis. In turn, the four pillar scores form the basis of an overall company 

score (called ‘integrated rating’), summarizing a company’s strength in adhering to ESG 

principles. 
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responsibility) and corporate governance performance consists of five 

categories (board structure, compensation policy, board functions, 

shareholders rights, and vision and strategy). The data collected in 

ASSET4 (more than 600) are rolled up into 278 key performance 

indicators, which are then combined into the above-mentioned category 

scores.  

The accounting and market variables used in our analysis, drawn from 

Thomson Reuters’ Datastream and Bankscope (see Table 1), are selected 

on the basis of the main empirical results shown by previous studies 

concerning the relationship between CSR and CFP, as illustrated in Section 

2.1. Furthermore, our indicators include variables that are not considered in 

previous research. The variables are described below. 

 

1. Natural logarithm of total assets: the total assets are a proxy for 

bank size, so they account for economies/diseconomies of scale, 

product diversification and operational efficiency (see e.g., Chih et 

al., 2010; Cornett et al., 2016; Hu and Scholtens, 2014). 

2. Profit before tax: this item includes the operating profit, net non-

recurring income and other net non-operating income. 

3. Net income: this is obtained by subtracting taxes from item 2 (see 

e.g., Wu and Shen, 2013). 

4. Return on average total assets: this ratio measures the net income 

as a percentage of the average total assets (see e.g., Bolton, 2013; 

Chih et al., 2010; Cornett et al., 2016; Hu and Scholtens, 2014; Jo 

et al., 2015; Keffas and Olulu-Briggs, 2011; Shen et al., 2016; 

Simpson and Kohers, 2002; Wu and Shen, 2013; Wu et al., 2016). 

5. Return on average equity: this ratio indicates the net income as a 

percentage of the average total equity (see e.g., Cornett et al., 

2016; Keffas and Olulu-Briggs, 2011; Shen et al., 2016; Soana, 

2011; Wu and Shen, 2013; Wu et al., 2016). 

6. Cost-to-income ratio: this ratio, expressed by non-interest expenses 

(e.g., personnel expenses, depreciation and amortization) over 

gross revenues, is a proxy for operational efficiency (see e.g., 

Keffas and Olulu-Briggs, 2011; Soana, 2011). 
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7. Liquid assets/total deposits + short-term funding: this liquidity 

indicator expresses liquid assets as a percentage of total deposits 

and short-term funding (see e.g., Keffas and Olulu-Briggs, 2011). 

8. Interbank assets/interbank liabilities: this measures interbank 

assets or placings divided by interbank liabilities or deposits 

received from other banks. Indicating the dependency of a bank on 

the other intermediaries in the interbank market, it measures the 

degree of liquidity in this market (see e.g., Keffas and Olulu-

Briggs, 2011). 

9. Debt/equity: this is a leverage indicator and measures interest-

bearing liabilities as a percentage of equity (see e.g., Wu and Shen, 

2013). 

10. Tier 1 capital ratio: this is a measure of capital adequacy under the 

Basel rules (see e.g., Cornett et al., 2016; Hu and Scholtens, 2014; 

Keffas and Olulu-Briggs, 2011). 

11. Impaired loans/gross loans: this is a measure of the amount of total 

loans that are impaired or doubtful (see e.g., Keffas and Olulu-

Briggs, 2011). 

12. Market-to-book ratio: this ratio is used to find the value of a 

company by comparing its book value with its market 

capitalization (see e.g., Soana, 2011). 

13. Stock price volatility: this expresses the degree of change in the 

price of a stock over time. Investment opportunities with high 

price volatility entail a higher return on investment. However, the 

higher the volatility, the riskier the investment tends to be. 

 

Table 1 lists the variables and shows the type of indicator, the symbol 

and the source. 

Tables 2 and 3 indicate the number of observations, the mean, the 

standard deviation, the quartiles and the median for every variable. For the 

group of CSR banks, these are depicted in Table 2. For the non-CSR 

banks, they are reported in Table 3. 
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Table 1. CFP: the accounting and market variables 

 

Variable Type of variable Symbol Source 

Natural logarithm of Total 

Assets  

Size ln_TA Bankscope 

Profit before Tax Profitability PBT Bankscope 

Net Income  Profitability NI Bankscope 

Return on Average Total 

Assets  

Profitability ROAA Bankscope 

Return on Average Equity Profitability ROAE Bankscope 

Cost to Income Ratio  Efficiency CIR Bankscope 

Liquid Assets/Total 

Deposits + Short-term 

Funding 

Liquidity LA/F Bankscope 

Interbank Assets/Interbank 

Liabilities 

Liquidity IA/IL Bankscope 

Debt/Equity  Capital adequacy D/E Bankscope 

Tier 1 Capital Ratio  Capital adequacy TCR Bankscope 

Impaired Loans/Gross 

Loans  

Asset quality IL/GL Bankscope 

Market to Book Ratio Market value MBR Thomson Reuters’ 

Datastream 

Stock Price Volatility Market value SPV Thomson Reuters’ 

Datastream 

 

From Table 2 and Table 3, it emerges that CSR banks are larger and 

more profitable: all the profitability indicators are higher, even though the 

maximum values of ROAA and ROAE are lower than those of non-CSR 

banks (4.58% versus 20.73% and 185.71% versus 833.33%, respectively). 

The minimum value of CIR is higher for CSR banks (11.6% versus 

8.41%), but they are more efficient: their mean is 56.28%, while non-CSR 

banks show a higher mean (70.76%). Besides, CSR banks are provided 

with greater liquidity buffers, but their degree of liquidity in the interbank 

market is lower. Concerning capital adequacy, both the indicators (D/E and 

TCR) prove that CSR banks are more leveraged. They have lower credit 

risk, too. Finally, CSR banks show higher values of both the market 

indicators. 
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Table 2. Descriptive statistics for CSR banks (years 2004–2013, values in millions of USDs and as a percentage) 

 

Variable N. obs. Mean Stand. Dev. Min I Quartile Median III Quartile Max 

ln_TA 1,417 18.62 1.47 14.96 17.62 18.33 19.57 22.06 

PBT 1,395 2,669.55 6,275.61 -26,095.20 292.56 750.44 2,389.59 61,611.01 

NI 1,395 1,966.30 4,610.85 -19,482.57 200.62 563.16 1,932.96 43,092.66 

ROAA 1,395 0.78 0.98 -10.83 0.35 0.76 1.22 4.58 

ROAE 1,394 9.38 16.94 -231.40 5.42 10.31 15.51 185.71 

CIR 1,389 56.28 17.94 11.16 47.18 56.02 63.53 331.13 

LA/F 1,414 24.73 34.87 0.53 8.15 17.07 31.42 807.84 

IA/IL 1,170 132.75 161.53 0.00 41.88 80.35 151.48 979.32 

D/E 1,416 15.08 16.48 2.05 8.91 12.29 16.98 423.41 

TCR 1,308 11.21 3.58 -3.70 8.75 10.86 12.91 43.83 

IL/GL 1,356 3.29 3.72 0.00 1.07 2.36 4.08 44.76 

MBR 1,148 2.13 27.22 -10.97 0.67 1.03 1.52 915.47 

SPV 1,456 2.95 7.04 0.00 0.41 1.14 2.96 125.39 

Note: Concerning the symbols used in the first column and the related variables, see Table 1. 
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Table 3. Descriptive statistics for non-CSR banks  

(years 2004–2013, values in millions of USDs and as a percentage) 

 

Variable N. obs. Mean Stand. Dev. Min I Quartile Median III Quartile Max 

ln_TA 8,121 14.40 1.87 9.15 13.06 14.03 15.87 21.59 

PBT 8,108 109.25 869.77 -29,277.40 2.00 10.60 64.79 39,558.25 

NI 8,108  79.53 668.78 -25,323.76 1.00 7.66 46.41 27,236.79 

ROAA 8,108 0.57 1.45 -21.10 0.27 0.70 1.12 20.73 

ROAE 8,107 5.25 25.67 -645.02 3.43 7.59 12.10 833.33 

CIR 8,089 70.76 37.99 8.41 56.21 66.21 76.34 936.43 

LA/F 8,104 14.61 31.70 0.12 4.24 8.07 16.58 967.98 

IA/IL 2,949 170.65 206.49 0.00 26.00 90.25 236.16 997.20 

D/E 8,120 12.06 18.49 0.01 7.57 9.85 13.19 921.51 

TCR 6,558 14.03 11.16 -9.86 10.10 12.40 15.37 321.00 

IL/GL 7,463 3.42 4.69 0.00 0.73 2.18 4.38 99.78 

MBR 5,203 1.85 15.86 -75.99 0.55 0.87 1.27 466.51 

SPV 7,771 2.51 7.89 0.00 0.36 0.94 2.01 263.25 

Note: Concerning the symbols used in the first column and the related variables, see Table 1. 
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Table 4. T-test results (years 2004–2013) 

 

Variable Difference of means for groups 

(non-CSR – CSR; values in millions  

of USDs and in percentage) 

Standard Error T-test under the null hypothesis that  

the means are equal 

P-value 

ln_TA -4.22 0.052 -80.639 0.000 

PBT -2,560.30 73.170 -34.858 0.000 

NI -1,886.77 54.970 -34.798 0.000 

ROAA -0.21 0.040 -5.115 0.000 

ROAE -4.13 0.713 -5.805 0.000 

CIR 14.48 1.039 13.938 0.000 

LA/F -10.12 0.928 -10.919 0.000 

IA/IL 37.90 6.730 5.632 0.000 

D/E -3.02 0.524 -5.764 0.000 

TCR 2.82 0.312 9.052 0.000 

IL/GL 0.13 0.134 1.007 0.314 

MBR -0.28 0.601 -0.463 0.643 

SPV -0.44 0.222 -1.995 0.046 

Note: Concerning the symbols used in the first column and the related variables see Table 1. 

If the p-value is <0.05, the null hypothesis is rejected. Instead, if the p-value is >0.05, the null hypothesis is not rejected. 
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EMPIRICAL RESULTS 

 

We conducted t-tests on the assumption that the means of the variables 

presented in Table 1 are equal. As a result, the difference between the two 

categories (non-CSR minus CSR banks’ indicators) was obtained. 

Table 4 summarizes the individual t-tests for each variable under the 

null hypothesis that there is no difference between banks that engage in 

CSR and banks that do not engage in CSR. 

It can be observed that CSR banks differ from non-CSR banks in a 

statistically significant way in many dimensions. For example, CSR banks 

are larger, more profitable, more efficient and more leveraged than non-

CSR banks. However, the two groups of banks are not significantly 

different with regard to two variables: impaired loans/gross loans and 

market-to-book ratio. In these cases the null hypothesis that the means are 

equal is not rejected (the p-value is >0.05). Finally, for stock price 

volatility there is little statistical significance (p-value = 0.046). 

In the following we will explain the t-test results in accordance with 

our classification of the indicators: size, profitability, efficiency, liquidity, 

capital adequacy, asset quality and market value. 

 

 

Bank Size 

 

On the basis of our size indicator (natural logarithm of total assets), our 

analysis shows that CSR banks are larger than non-CSR banks. This 

finding is in line with the existing literature: many studies (e.g., Amato and 

Amato, 2007; Burlingame and Frishkoff, 1996; Johnson, 1966) conclude 

that firm size has an important impact on CSR levels in accordance with 

the ‘corporate visibility concept’, which states that the more visible a 

company becomes (generally through growth), the more it will invest in 

CSR. Because larger companies tend to be more visible to attract a higher 

level of attention from the public and to have a greater social impact 

(Cornett et al., 2016; Cowen et al., 1987), they are generally more 

concerned about their social policies and environmental impacts, are more 
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likely to engage in CSR and are more CSR minded (Chih et al., 2010). 

Furthermore, Hu and Scholtens (2014) find a positive association between 

CSR policies and total assets; likewise, Scholtens and Dam (2007) note 

that banks that adopted the Equator Principles, which are designed to 

assure sustainable development in project finance, are significantly larger 

than banks that did not adopt the Equator Principles. The authors point out 

that this result confirms the idea that “CSR behavior is especially displayed 

by banks that are in the spotlight.” In addition, Atkinson and Galaskiewicz 

(1988), Boatsman and Gutpa (1996) and Buchholtz et al. (1999) find that 

large firms consider CSR more carefully than small ones.  

 

 

Bank Profitability 

 

This study shows that CSR banks have higher profitability indicators: 

profit before tax, net income, return on average total assets and return on 

average equity. These results confirm what has already been highlighted by 

many studies, especially relating to the ratios that are most used in the 

literature to analyse the relationship between CSR and CFP: return on total 

assets (ROA) and return on equity (ROE). For example, Shen et al., (2016) 

evidence that CSR banks strongly outperform non-CSR banks in terms of 

return on assets and return on equity. Hu and Scholtens (2014) find a 

positive association between CSR policies and return on assets. Ahmed  

et al., (2012) show that CSR banks have a higher ROA than non-CSR 

banks. Simpson and Kohers’s (2002) empirical analysis supports the 

hypothesis that the link between CSR and ROA is positive. Cornett et al. 

(2016), using different measures of bank profitability (e.g., ROA and 

ROE), confirm the positive association between CSR and CFP. Similarly, 

Wu and Shen (2013) report that the CSR approach is positively associated 

with financial performance in terms of return on assets, return on equity, 

net interest income and non-interest income. Finally, Jo et al. (2015) show 

that the reducing of environmental costs increases the return on assets in 

the long term. 
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Bank Efficiency 

 

CSR banks are more efficient than non-CSR banks: the cost-to-income 

ratio is lower for the former banks. The explanations of this result, which 

confirms what is already highlighted by Keffas and Olulu-Briggs (2011), 

can be found in several studies. For example, Jo et al., (2015) point out that 

more environmentally responsible companies have more advantages than 

less environmentally responsible companies, such as the ability to take on 

more qualified employees and improve their production efficiency and 

competitiveness. In the same vein, Brekke and Nyborg (2005) demonstrate 

that firms may be able to use their interest in CSR as a screening device to 

attract more motivated workers. Consequently, these firms may be able to 

increase their efficiency. Soana (2011) finds a positive association between 

the cost-to-income ratio and the component of the ethical rating, assigned 

by Axia, which is called ‘employees.’ This outcome seems to indicate that 

banks’ responsibility towards their employees can increase productivity 

and therefore efficiency. 

 

 

Bank Liquidity 

 

We have two proxies for liquidity risk: liquid assets/deposits and short-

term funding and interbank assets/interbank liabilities. The former (on this 

ratio see Bonfim and Kim, 2012; Kosmidou et al., 2005; Poghosyan and 

Čihák, 2009) is higher in CSR banks. This result is in accordance with the 

‘slack resource theory’: the more available cash a company has, the more it 

should invest in CSR activities, since the availability of slack resources 

provides an opportunity for companies to perform more and more social 

and environmental initiatives (McGuire et al., 1988; Roberts, 1992; 

Ullmann, 1985).  

The interbank ratio is the ratio of money lent to other banks divided by 

money borrowed from other banks (Bonfim and Kim, 2012). CSR banks 

have a mean greater than one (see Table 2), indicating that they are net 

placers in the interbank market and are therefore liquid. However, 
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comparing the interbank positions between the two groups of banks, CSR 

banks show lower interbank assets/interbank liabilities than non-CSR 

banks. This outcome could be due to the high investments in CSR 

activities, dropping the amount of money lent to other banks. 

 

 

Bank Capital Adequacy 

 

Our capital adequacy indicators are debt/equity and the tier 1 capital 

ratio. CSR banks have higher debt/equity and a lower tier 1 capital ratio 

than non-CSR banks. The literature on the relationship between CSR and 

capital adequacy is not unanimous. In fact, some studies find a positive 

association: sustainable banks have higher capital adequacy (Cornett et al., 

2016). In contrast, other studies document a negative relationship (Keffas 

and Olulu-Briggs, 2011; Wu and Shen, 2013; as regards banks that have 

adopted the Equator Principles, see Scholtens and Dam, 2007). 

Companies that are more socially responsible are more leveraged than 

socially less responsible companies (this is our result), in all probability 

because the public stock market does not carry out the screening of CSR 

projects, unlike lenders, and it seldom provides new funds to help 

companies to invest in social and environmental projects (Scholtens, 

2006).  

The lower value of the tier 1 capital ratio for CSR banks can be 

explained in the light of the lower risk faced by these banks, as proved by 

the studies indicated in Section 4.6 (see also El Ghoul et al., 2011; Sarre et 

al., 2001). In fact, the relationship between the capital ratio and risk can be 

interpreted positively (Blum, 1999; Koehn and Santomero, 1980): the 

higher the ratio, the riskier the banks are, and vice versa. Banks indeed 

may be induced to take on more and new risk: that is the case for example 

of well-capitalized banks that are able to absorb greater risk (Berger and 

Bouwman, 2011). Finally, following the corporate finance literature, the 

positive connection between the capital ratio and risk relies on the 

existence of agency problems between managers and shareholders, as a 

cause of excessive risk taking by banks’ management (Diamond and 
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Rajan, 2001). Therefore, the lower tier 1 capital ratio for CSR banks may 

be due to their lower risk. 

 

 

Bank Asset Quality 

 

Our asset quality ratio is impaired loans/gross loans. The higher the 

ratio, the more problematic the loans are and vice versa. The literature 

shows that CSR banks have lower credit risk than non-CSR banks. 

Evidence in this direction can be found in many studies. Among these, 

Keffas and Olulu-Briggs (2011) find that CSR banks have better asset 

quality because they are more efficient in managing their earning assets. In 

the same way, Wu and Shen (2013) show that banks that engage in CSR 

activities are more likely to have fewer non-performing loans.  

Considering CSR as a tool for strengthening reputation (Section 2.2), 

we can turn to the research on bank reputation to detect further 

explanations for these findings. In the model of reputation acquisition by 

investment banks in an asymmetrically informed financial market, 

developed by Chemmanur and Fulghieri (1994), setting strict standards in 

evaluating firms is costly in the short run but beneficial in the long run, 

since it leads to a better reputation. Bushman and Wittenberg-Moerman 

(2012) investigate the role played by the reputation of lead arrangers of 

syndicated loans in mitigating information asymmetries between borrowers 

and lenders: they document that a better bank reputation is associated with 

higher profitability and credit quality in the first three years following the 

loan initiation. Billett et al. (1995) find that lenders with better credit 

ratings generate a more positive borrower stock price response. Finally, 

Ross (2010), following Billett et al. (1995), shows that more reputable 

borrowers are inclined to take on debt with more reputable banks, which 

provide a higher level of certification and offer loans on more favourable 

terms.  

The above-mentioned studies confirm a lower value of impaired 

loans/gross loans for CSR banks, but our outcome shows that the two 
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groups of banks (CSR and non-CSR) are not significantly different from 

each other (p-value > 0.05). 

 

 

Bank Market Value 

 

Our analysis also directs the attention to two market indicators: the 

market-to-book ratio and stock price volatility. Regarding the relationship 

between CSR and market indicators, the studies are scarce. Among these, 

we can mention Bolton (2013) and Soana (2011). Soana (2011) examines 

whether various ethical parameters (e.g., product, environment, territory, 

minorities, transparency, international operations, corporate governance, 

employees and social balance) could have an impact on market ratios and 

shows a positive link between the ‘international operations’ variable and 

both the market-to-book value ratio and the price-to-book value. This 

means that the “transparency of credit institutions in international 

operations can have a bearing on the preferences of investors”. Bolton 

(2013) finds a positive relationship between CSR and firm value, measured 

by Tobin’s q (market value of equity plus book value of debt, divided by 

total assets). 

Our findings show the statistical insignificance of the former indicator 

(market-to-book ratio) and the low significance of the latter (stock price 

volatility), while the signs show higher values of both indicators for CSR 

banks than non-CSR banks. Therefore, the results do not allow us to draw 

plain conclusions regarding the effect of CSR policies on banks’ market 

values. 

 

 

ESG SCORES: THEIR PRE- AND POST-CRISIS PATERNS 

 

In this section we investigate the following issue: how did banks’ CSR 

change over time? In particular, we try to verify whether the financial 

crisis had an impact on the ESG scores assigned to the CSR banks of our 

sample. In agreement with Wyplosz (2010), the starting point of the 
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financial crisis showed its effects in 2008 and the crisis started at the same 

time both in Europe and in the USA (Adamu, 2009). 

On the basis of the existing literature on this issue (Section 2.2), the 

lack of CSR is one of the causes of the crisis and CSR is a tool for helping 

firms to manage the consequences of the crisis. In particular, CSR is an 

important component of an exit strategy from the economic crisis, and 

there are significant expectations of the change required to ensure a more 

responsible financial sector (Skouloudis et al., 2014). This highlights that 

the crisis emphasized the role of CSR as an instrument for sustainable and 

financial progress. Therefore, we expect CSR performance to improve in 

the post-crisis period (2008–2013) compared with the pre-crisis period 

(2004–2007).  

The ESG scores, drawn from the ASSET4 (Thomson Reuters’ 

Datastream) database and described in Section 3, are: Corporate 

governance score (CGVscore); Environmental score (ENVscore); Social 

score (SOCscore). 

In the following we report the figures depicting the development of 

each score over time and the relative descriptive statistics. Table 5 and 

Figure 1 show that the CGVscore mean increases from 2004 to 2006; 

afterwards it starts falling until 2009 and it has been increasing since then. 

It is conceivable that since 2006 some shortcomings in corporate 

governance have occurred in banking systems and that they became worse 

during the first years of the crisis, so they can be considered as a 

contributory cause of the same turmoil (Mottura, 2008). Since 2009 the 

awareness of these corporate governance issues may have generated 

adjustments that improved the score (Cornett et al., 2016; Jacob, 2012). 

However, the CGVscore mean in 2013 is slightly lower than the value in 

2004. 

Similar observations emerge from Table 6 and Figure 2: the ENVscore 

mean shows a pre-crisis minimum in 2005 and between 2007 and 2009 it 

declines but rises afterwards each year, also with an increasing slope, in 

2013 reaching a higher value than the values obtained before the crisis (in 

line with Jacob, 2012). 
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Table 5. Descriptive statistics – Development of CGV score over time 

(years 2004–2013) 

 

 N. obs. Min Max Mean Stand. Dev. 

2004 251 2 92 53,88 32,10 

2005 289 2 96 54,25 29,25 

2006 289 2 94 56,90 30,35 

2007 336 1 92 55,09 30,74 

2008 443 1 96 49,79 31,62 

2009 518 1 96 47,40 31,77 

2010 573 2 94 49,18 29,45 

2011 580 2 94 48,95 29,79 

2012 585 1 94 49,97 28,41 

2013 419 1 96 53,74 28,19 

 

Table 6. Descriptive statistics – Development of ENV score over time 

(years 2004–2013) 

 

 N. obs. Min Max Mean Stand. Dev. 

2004 251 16 97 60,53 34,06 

2005 289 12 97 56,63 33,24 

2006 289 13 97 58,54 34,53 

2007 336 10 95 59,03 33,98 

2008 443 10 94 54,20 34,59 

2009 518 10 94 52,63 34,70 

2010 573 9 95 54,37 34,18 

2011 580 9 94 55,54 34,04 

2012 585 8 94 57,14 33,45 

2013 419 9 94 61,62 32,06 

 

Concerning the development of SOC score, Table 7 and Figure 3 show 

that, in the interval under observation, the maximum mean value appears in 

2004. The mean has a pre-crisis minimum in 2005, it rises until 2007 and 

decreases between 2007 and 2009 and then it remains approximately at the 

level of 2009 until 2012. The maximum value of post-crisis means occurs 

in 2013, but the recovery is slow and the mean in this year is lower than 
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the values calculated for the pre-crisis years (Cornett et al., 2016; 

Giannarakis and Theotokas, 2011). 

 

 

Figure 1. Development of the CGVscore mean over time (years 2004–2013). 

 

Figure 2. Development of the ENVscore mean over time (years 2004–2013). 

Table 7. Descriptive statistics – Development of SOCscore over time 

(years 2004–2013) 

 

 N. obs. Min Max Mean Stand. Dev. 

2004 251 7 99 68,22 29,10 

2005 289 7 99 64,63 32,08 

2006 289 6 99 66,16 32,70 

2007 336 4 98 67,63 31,74 

2008 443 3 98 64,01 30,32 

2009 518 4 98 59,91 31,09 

2010 573 4 98 59,98 30,06 

2011 580 4 97 59,21 30,73 

2012 585 4 97 59,99 30,51 

2013 419 4 97 63,05 29,13 
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Figure 3. Development of the SOCscore mean over time (years 2004–2013). 

Therefore, only the environmental score exceeds the pre-crisis values 

in 2013, and this finding could be due to the interest in environmental 

issues directed from the regulators and to the consequent need for banks to 

be compliant with these environmental issues (for example, we can refer, 

according to Scholtens and Dam, 2007, to the Equator Principles). 

Overall, we find that CGVscore and ENVscore resume their growth 

after 2009, SOCscore remains substantially stable during 2009–2012 and 

only ENVscore in 2013 exceeds the pre-crisis values. The pattern shown 

especially by environmental and corporate governance performance 

confirms that CSR can be judged as an opportunity to redefine business 

objectives in accordance with social expectations and to restore the lost 

trust between banks and society. The increased CSR performance may 

suggest that CSR is a tool for helping banks to overcome the consequences 

of the crisis by improving their reputation and credibility (Selvi et al., 

2010; Simionescu and Dumitrescu, 2014; Skouloudis et al., 2014) and 

reducing their risk (Bouslah, 2016).  

Finally, in Figure 4 we provide an overview of the pattern over time 

relating to the deviation from the mean of CGVscore, ENVscore and 

SOCscore. From Figure 4 it emerges that there is an impact of the crisis 

but not a clear-cut demarcation. There is a positive correlation among the 

three ESG scores as well as among their deviations from the means, but 

this is not perfect (0.6–0.8). 
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Figure 4. Deviation from the mean of the ENVscore, SOCscore and CGVscore 

(years 2004–2013). 

 

CONCLUSION 

 

The purpose of our chapter is twofold. The first is to analyse whether 

there are significant differences in accounting and market measures, over 

the period 2004–2013, between two groups of banks: CSR banks, taken 

from the ASSET4 (Thomson Reuters’ Datastream) data set, and non-CSR 

banks. The second is to detect whether there is a particular pattern of ESG 

scores assigned to the CSR banks of our sample over time and especially 

whether the financial crisis had an impact on the ESG scores.  

We find that CSR banks, compared with non-CSR banks, are larger, 

more profitable, more efficient, more leveraged and more liquid. 

Therefore, our main results in general confirm a positive relationship 

between CSR and financial performance in accordance with most previous 

studies, including some that rely on pre-crisis periods (Bolton, 2013; 

Callado-Muñoz and Utrero-Gonzales, 2011; Cornett et al., 2016; Hu and 

Scholtens, 2014; Jo et al., 2015; Keffas and Olulu-Briggs, 2011; Platonova 

et al., 2016; Shen et al., 2016; Simpson and Kohers, 2002; Wu and Shen, 

2013; Wu et al., 2016). 

The ESG scores, especially those relating to environmental and 

corporate governance performance, show an upward trend in the post-crisis 

period (years 2008–2013), demonstrating that CSR can be a tool for 
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helping firms to manage the consequences of the crisis, to redefine their 

business objectives in accordance with social expectations and to restore 

the lost trust between firms and society (e.g., Chiu, 2014; Fernández and 

Souto, 2009; Lentner et al., 2015; Quelch and Jocz, 2009). 

Our chapter contributes to the literature for several reasons, in 

particular from the perspective of theory, methodology and sampling. 

First, in the ongoing debate on the CSR–CFP link, the research 

provides further empirical evidence of a positive link in the banking 

industry. Unlike most studies on this relationship, our focus is on banks, 

which present interesting features related to trust and reputation building 

because of their role as repetitive players in the credit and financial market. 

Besides, we investigate thoroughly the existing theoretical explanations for 

our outcomes, contributing to a more unified and well-founded theory 

concerning the CSR–CFP relationship. 

Second, moving away from many studies that are based only on 

accounting indicators of CFP (e.g., Chih et al., 2010; Simpson and Kohers, 

2002; Wu and Shen, 2013), we use both accounting and market measures. 

This approach allows us to consider CFP in a more nuanced and 

multiperspective standpoint.  

Third, our analysis relies on a longer period (2004–2013) than other 

studies (e.g., Chih et al., 2010; Keffas and Olulu-Briggs, 2011; Simpson 

and Kohers, 2002; Soana, 2011; Wu and Shen, 2013). In this way we can 

verify whether the results of studies on the CSR–CFP link based only on 

the pre-crisis years (e.g., Chih et al., 2010; Keffas and Olulu-Briggs, 2011; 

Simpson and Kohers, 2002; Soana, 2011) can be confirmed in a time 

horizon comprising the post-crisis years, during which several variables of 

CFP (like profitability and liquidity ratios) suffered strong impacts. 

Besides, unlike most studies focusing on samples composed of companies 

from multiple industries (e.g., Arevalo and Aravind, 2010; Giannarakis and 

Theotokas, 2011; Karaibrahimoglu, 2010; Simionescu and Dumitrescu, 

2014), we analyse the pre- and post-crisis patterns of the ESG scores in the 

banking sector to verify whether the financial crisis had an impact on them.  

Besides, our sample is made up of banks from all over the world, 

unlike the geographically stricter samples of many studies (e.g., Hu and 
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Scholtens, 2014; Keffas and Olulu-Briggs, 2011; Simpson and Kohers, 

2002).  

Finally, the data set used to identify our CSR banks (ASSET4) might 

improve the reliability of our findings. In fact, although it is not used much 

in the literature (among the few studies, Ioannou and Serafeim, 2010), it is 

very comprehensive and provides quasi-objective and relevant ESG 

information. Therefore, our database describes many aspects of ESG 

performance in a unique operational setting that is different from that of 

the databases employed in other studies, like the EIRIS database (Wu and 

Shen, 2013), the KLD database (Bolton, 2013; Cornett et al., 2016) and the 

Dow Jones Sustainability World Index (Chih et al., 2010). 

However, our study shows some limitations. One of these is that we do 

not perform the analysis of causation: we do not establish whether CSR is 

a predictor or a consequence of CFP (does CSR affect CFP, does CFP 

cause CSR or is there a synergistic relation between the two?). Another 

limitation is that we do not establish specific hypotheses that explain why a 

positive link between CSR and CFP may be observed, even though we 

supply theoretically steady explanations for our findings. In the same way, 

we do not analyse the drivers of the trend shown by the ESG scores. 

In spite of these limitations, our results are encouraging, because they 

suggest that CSR does matter for banks in terms of both individual 

performance and recovery of trust in financially troubled times. 

Consequently, our findings should encourage policy makers and banks to 

pay more attention to CSR and convince them of the importance and 

advantages of any improvement in the banks’ CSR environments: 

enhancing CSR should lead to stronger performance, safety and soundness 

of the banking system as well as to a more positive sustainable economic 

impact. As “the more CSR, the better the financial performance” (Wu et 

al., 2016), the development of proper strategic initiatives by policy makers 

and banks can strengthen banks’ position in the market, improving the 

society and the economic welfare. 
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ABSTRACT 

 

Corporate Social Responsibility (CSR) is both the potential of 

organizations for change, as well as an important competitive tool. Large 

companies are primarily engaged in CSR, whereas small and medium 

sized enterprises are not widely represented in this trend. Today voluntary 

associations, non-governmental organizations and European Union 

contribute to the increasing of corporate social responsibility importance, 

when EU considers her as one of the tools, necessary for achieving of 

Lisbon strategy. From the strategic management view, we can say that 

base of CSR includes the aims and strategy of the company, not only 

economic, but also social and environmental. The mission of the 

company promotes solutions to problems of social responsibility and it 

enables the avoidance of possible conflicts. The primarily rationale for 
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CSR addresses the following question: How should business be 

conducted properly? Or how to conduct business with the aim that the 

broadest set of people will benefit? This chapter deals with the basic 

principles of CSR, it assesses the possibility of CSR measurement by 

indicators of organizational performance. Attention is given to partial 

outputs, rising mainly through research, reviewing and analyzing expert 

literature and other sources in relation to the social responsibility in the 

business, obtained by own research in the frame of grant projects VEGA 

no. 1/0961/16, VEGA no. 1/1033/12, and VEGA no. 1/0651/18. Case 

study presents searched CSR applying in chosen company that act in 

global market and follow up influence of chosen indicators to its sales in 

Slovakian operation.  

 

Keywords: CSR - Corporate Social Responsibility, case study, economic, 

environmental, goal, indicator, research, social, strategy, Slovakia. 

 

 

INTRODUCTION 

 

“We are responsible not only for what we do, but also for what we do 

not do.” 

 

Social responsibility generally can be seen as willingness, moral and 

qualification preparation of managers to solve consequences of their 

behavior in relation to the internal and external environment and to respect 

its needs. It means conception, with which companies contribute to their 

common responsibility for situation and functionality of whole global 

society. According the conception, they fill their traditional economic 

goals with goals, orientated to the environmental and social points of view 

and in accord with them they modify their visions and strategies. Social 

responsibility in a business is trend that change orientation of companies 

from short term to long term goals and it prefers optimal long term before 

short term profit. Managers are demanded on the one side to perceive 

social needs of the society; on the other hand, there is tendency of effective 

economy with limited sources that does not allow providing full 

employment, or not adequate concessions against social pressure and wage 

demands, etc. It demands to find out adequate measure in concrete 
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conditions with aim to avoid conflicts and at the same time to maintain 

prosperity of the organization.  

CSR is not only philanthropy, as it is viewed and presented many 

times. It consists from three basic pillars (3P – Profit, People, Planet) – 

Economical, Social and Environmental pillar. In case company wants to be 

successful, it must deal every day in the same measure with every three 

mentioned areas. But social responsibility is not obligatory for all 

organizations - it shows only how to behave and make things better with 

aim, the company and the whole society could achieve better results, as 

well as long term profit with regard to the surroundings, in which it exists. 

 

 

BACKGROUND OF CORPORATE SOCIAL RESPONSIBILITY 

 

Concept of social responsibility had been rising yet in the beginning of 

20th Century and it gradually developed and started to be viewed as an 

effort of influence of the company’s activities to the society. Previously 

corporations followed up and provided exclusively economical goals.  

The idea of CSR has been established by Bowen, who is considered as 

the first theoretician of CSR. In his book “Social Responsibilities of the 

Businessman” from 1953, he wrote: “Social responsibility presents an 

obligation of the entrepreneurs who strive for the strategies, make the 

decisions or perform the actions, which are required by the point of view of 

the goals and values of our society.” According to this theory, the goal of a 

producer was not the best available satisfaction of the customers, but even 

the whole society (Boven, 1953).  

Modern history of CSR is dating from 50-ties of the last Century, when 

idea of CSR entered to the expert literature for managers, maybe therefore 

every CSR definition based on the managerial example. Higher changes 

occurred due to the turbulent social changes in the society and 

development of social sciences in the late 60-ties and 70-ties in 20th 

Century. In this period there were number of CSR definitions that based 

less on the position of manager in corporation. Social responsibility had 

been orientated to the interaction among corporation and social and 
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economic system. In 80-ties interest had been transmitted from theoretical 

level to practical one. Importance had been given to the empiric research of 

social responsible behavior. Original definitions started to separate and 

gradually there were rising various alternative conceptions, for example 

social performance of business, ethics of the business, public policy, theory 

of stakeholders, etc.  

In spite conception of CSR is developing actively long time, there is 

not existing neither today unified definition and context structure. It is 

given by the fact that activities in the frame of CSR do not have any 

concrete limitation of boundaries; they are based on the perceiving of their 

importance and voluntary execution. CSR is manifesting concretely by 

integration of opinions, practices or programs to the business strategy of 

the company at the level of top management. It demands displacement of 

view to the own social task from level, when company is concentrating 

only to the economic growth, to the level, when company evaluates also 

social and environmental aspects of its activity.  

Experts offer also today various interpretation of definition of 

“Corporate Social Responsibility”, but all of them are leaning on principle 

of neutrality, transparency, engaging and active cooperation with 

interesting subjects. Several published opinions, processed according 

Bussard et al. (2005) can be mentioned:  

 

 according British organization Business in the Community it 

presents “managing of positive influences that company has to the 

society and living environment that is achieved by its activities, 

products or services, and through interaction with key 

stakeholders, as for example employees, consumers, communities 

and suppliers”, 

 according Business for Social Responsibility “to make business by 

the way company would achieve or overcome ethical, legal, 

commercial and public expectations of society”, 

 according Green Book of European Union (2001) it presents 

“voluntary integration of social and ecological interests to 
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everyday activities of the company and interactions with 

stakeholders”, 

 according World Business Council for Sustainable Development 

CSR is “continual liability of companies to behave ethically, to 

contribute to sustainable economic development and at the same 

time to contribute to increasing of quality of employees, their 

families, as well as local community and society as a whole”.  

 

Idea Corporate Social Responsibility is not very expressly limited, 

expert literature provides various interpretation of its definition, which 

base on the objective principle, involvement, active cooperation with 

interested subjects and transparency. They are marked with common 

characteristics, for example universality, spontaneity, and they are 

orientated to the active cooperation of every interested party with aim to 

express obligation to the development of quality of life.  

The most significant critic of CSR was Milton Friedman, who 

emphasized in his article “The Social Responsibility of Business is to 

Increase its Profits” (1970) that if a profit is the only goal, it is logical that 

every profit decreases, even though for the purpose of philanthropy, 

reduces the value itself. Thanks to his opinions, the second half of the 20th 

century is characteristic by the effort to maximize the profit.  

The main argument against the Friedman’s criticism of responsible 

entrepreneurship is the theory of stakeholders introduced by Freeman. It is 

based on the idea that we shouldn’t consider just the owners, but even 

other stakeholders, such as employees, customers, suppliers or the society 

(Bosch-Badia et al., 2013).  

Recently, the number of studies dealing with the relationship of CSR 

and financial results has dramatically increased. In 1972-2007, 167 studies 

dealt with this issues (Margolis et al., 2013). However, not all of the 

studies came to the same results. Empirical studies regarding the 

relationship of CSR and financial efficiency consist of two types of views 

(McWilliams et al., 2000). The first group of studies assesses a short-time 

financial impact of the corporation involvement on the socially responsible 

and irresponsible activities. The results of these studies verify a positive 
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relationship, some negative relationship and some of them did not find any 

relationship. For instance, negative relationship resulted from the work of 

Wright and Ferris (1997), Posnikoff (1997) reached a positive relationship, 

whilst Teoh et al. (1999) claim there is no relationship between CSR and 

financial efficiency. The second group of studies follow a long-term 

influence. However, the results of these studies are not identical. Aupperle 

et al. (1985) did not find any relationship between the observed variables, 

Waddock and Graves (1997) find a positive correlation, while McGuire et 

al. (1988) assigned a negative relationship (Ghelli, 2013). 

Orlitzky with his collective team (2003) belong to the authors who 

found a positive relationship between corporate social and financial 

performance within the analysis of 52 empirical studies. Margolis and 

Walsh (2003) investigated 127 empirical studies in 1972-2002 and the 

results say there is a positive relationship between social performance of 

the corporation and its financial efficiency. It was verified there is a 

relationship between social performance of the corporation and its 

financial efficiency. It was also verfied that irresponsible behavior of 

corporations leads to negative financial performance of corporations. 

At the beginning of 3rd Millennium voluntary associations, consisted 

from the companies, making responsible business, as well as non-

governmental organizations and EU, that considers CSR as one of the 

necessary tools, contributed to the defining of CSR (Ubrežiová et al., 

2013).  

CSR is then conception, by which companies contribute to their 

responsibility for the state and function of whole society. According this 

conception companies add to their traditional economical goals also goals, 

orientated to the environmental, social and ethical view, according by this 

way they modify their visions and strategies. In other words, social 

responsibility is trend that changes companies’ orientation from short term 

goals to long term goals and it prefers optimal long term profit before short 

term maximal profit (Antošová & Csikósová, 2016).  
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ARGUMENTS OF CORPORATE SOCIAL RESPONSIBILITY 

 

None of protagonists of CSR does not proclaim that company should 

to give up its primary goal, which means profit creation, but they  

emphasize only that company should to add to the profit creation also 

interest about society existence as a whole and living environment, which 

could bring benefit not only for the company, but also for the country. 

Bussard et al. (2005) defines benefits that CSR could bring for the 

companies:  

 

 It enables to manage risks –control of products quality and 

environmental standards that could protect the company against 

possible conflicts, and resulting damages of the company’s image.  

 It helps to increase profits – behavior of clients is changing, people 

support more and more companies that behave responsibly.  

 It helps to decrease costs – there is pressure towards the effective 

use of resources, and this supports energy and material savings. 

Evidence of ecological effectiveness of CSR is asserted.  

 Supporting innovation – there is stimulation of innovative thinking 

and effective processes of management, and by this way it 

contributes to the companies’ competitive position. Some 

organizations have success during development of new product 

with excellent environmental benefit or product.  

 It helps the company to maintain legitimacy – the company as a 

member of society that consists from number of stakeholders 

groups, with which the company could lead open dialogue. If a 

company has an open dialogue, it can convince the company that it 

creates qualitative living conditions in the society and that this 

does not damage living environment, etc.  

 It helps during building of trust and trade mark – business is more 

and more dependent on reputation and trade mark. CSR helps to 

increase trustworthiness and to build image of the company, by 
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this way it helps increasing of trade mark value, market rate and 

loyalty of clients in long term.  

 It enables better management of human resources – management 

of human resources is one of most important areas. It influences 

for example access to rewards, balance among working and private 

time, carrier process, professional education, equality of 

possibilities, fight against discrimination, etc. CSR has by this way 

direct influence to the loyalty of employees, positive presentation 

of the company to the public, and decreasing productivity.  

 It increases attractiveness for investors – more and more investors 

are choosing possibilities according combination of financial, 

social, environmental and ethical factors, since criteria of CSR 

means for them guarantee of security and sustainable development.  

 

Trouble free activities of the company can be provided well in case 

when a company’s strategy contents tools for identification and proper 

satisfaction of needs of all interesting groups. Socially responsible 

company should to identify at the business beginning its stakeholders and 

to find out their expectations and needs. Consequently, it defines its 

business vision, expressed in the strategy (Antošová, 2012). Expected 

result of cooperation is strengthening of mutual trust, identification and 

solving of problems that are important for all interesting groups, long term 

partnership among public, private and not profitable sector, mutual 

motivation, propagation of good examples, etc.  

CSR presents conception that moves not only individual organizations 

and companies to the sustainable development, but also whole country, it 

connects its economical development with social inclusion, environmental 

carrying capacity and institutional quality. In last period there is given 

more attention to creation of conditions for CSR, mainly not only at the 

level of individual firms, but also at the level of whole countries, and it 

becomes strategic priority of government in many states (Antošová & 

Csikósová, 2013). Its evaluation in developed countries is integral part of 

evaluation success in social and economical development. Individual 

aspects of CSR are communicated not only with expert public, but they 
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become subject of interest of whole society. Acquiring of CSR principles 

by inhabitants is viewed as decisive base that increase quality of life in the 

country. 

 

 

How Has the Company to Accept Obligation of CSR? 

 

As it is obvious, installment of CSR principles to practice is not very 

simple. It means to include them to the companies’ value, to the business 

strategy and processes at every level of management. Success will appear 

only long time and only in case when it has permanent support of top 

management of the company.  

Pavlík et al. (2010) recommend systematic and elaborated process, which 

must content clear internal logic and it assumes cooperation of competent 

people in the company. Preparing phase proceeds own implementation and it 

demands mainly:  

 

 Identification of main motivation factors for CSR conception – 

what contribution company expects from CSR installment (internal 

and external motivation factors).  

 Analysis and evaluation of present access of the company to CSR – 

in what CSR areas was company successful, to find out 

possibilities for extension of its activities in relation to CSR, to 

evaluate present access to CSR support, in relation to the strategic 

management of the company.  

 Evaluation of knowledge about CSR conception, level of 

knowledge at manager at the individual level of management, as 

well as at other employees.  

 Determination of key stakeholders – to determine relation of the 

company towards them as well as their expectations from the 

company.  

 Define of CSR principle to the companies’ document – that means 

to vision, aim, or companies’ strategy. Vision is file of specific 

ideals and priorities of the company, image of its future that means 
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what is extraordinary and special in the company. During process 

of strategic management, it outlines idea about future orientation 

and position of the company and its conception.  

 

According Plášková et al. (2009) there is necessary to view installment 

of CSR conception to the company as a process, and due to the successful 

process top management must do following:  

 

 determine necessary sources for CSR installment to the company,  

 determine competence and responsibility during CSR installment 

to the company,  

 increase knowledge about CSR at employees,  

 provide transparent informing of every stakeholder and to 

cooperate,  

 determine goals and to formulate programs for their achievement 

in relation to CSR,  

 set up internal performance criteria in relation to CSR,  

 motivate employees during achievement of CSR stated goals, etc. 

 

From the view of strategic management of the company we can say 

that base of CSR is commission of the company and consequent strategy of 

the company with part of economic, as well as social and environmental 

interests. Aim of the company enables active attitude to the problems of 

social responsibility and it enables to avoid possible conflicts. Top 

management must access to the CSR implementation as a long time event 

and to integrate it to the vision, aim and strategy, with expectation of its 

long time manifestation in the companies’ culture.  

On the other hand, CSR is expected to have effects that have long term 

character, among which there are attractiveness of investors, strengthening 

of trust, originality and differentiation from competition, increasing of 

mark awareness, building of companies´ identity and image, increased 

loyalty of employees and their performance, decreasing of costs to the area 

of risks management, growth of revenues, etc.  
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INDICATORS OF PERFORMANCE  

FOR EVALUATION OF CSR 

 

Corporate Social Responsibility can be evaluated according chosen 

quantitative indexes. Not governmental, not profitable initiative Global 

Reporting Initiative (GRI)* is dealing with such evaluation from 2002, in 

the frame of program “Sustainable Reporting Guidelines”. Evaluation is 

orientated to three pillars for social responsibility of business as follows:  

 

1. Economy and its indexes:  

 management and organization providing of social 

responsibility of business,  

 economical performance, 

 presence on the market, relations with clients and suppliers,  

 not direct economical influences, 

 responsibility for products, etc.  

2. Social responsibility and its indexes:  

 personal strategy and policy,  

 employment and work adequacy, 

 respecting human rights and equality of working possibilities,  

 development of human capital,  

 work protection, care about security and health of employees,  

 creation of conditions for balancing of working and personal 

life,  

 ethical access and behavior in business, etc.  

3. Ecology and its indexes:  

 observing of ISO 14001 standards and installment of EMAS, 

etc., 

 protection of natural sources,  

 emission of gasses and waste economy,  

 material, energy, water,  

 ecological impact of the products, transport and other 

influences,  

 investment to ecological technologies, etc.  
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*GRI had been known since in 1997 as common initiative of American 

non-governmental organization Coalition for Environmentally Responsible 

Economies (CERES) and United Nations Environment Program. From the 

beginning it has been orientated to the one goal – increasing of quality, 

reliability and usefulness of reports about responsible business. In 2002 it 

published its Sustainable Reporting Guidelines. 

Construction of indicator for performance GRI is resulting from 

conception of triple – bottom – line. Indicators are concentrated to three 

basic dimensions according the way how they measure economical, 

environmental or social performance of the company. Such dimension is 

then analytically divided to one till four categories. For example, 

dimension that maps social performance is further divided to four 

categories according type of following problematic: working decree, 

human rights, influence to the society, and products responsibility. Every 

category is then divided according target groups of interested subjects 

(stakeholders) or target areas. Minimally one concrete indicator is added to 

every target area that can be empirically following at the level of the 

company. By this way GRI is defined by 49 social, 12 economical and 35 

environmental indicators of performance. Classification of performance 

indicators GRI is illustrated at Figure 1, when illustrates such most 

important indicators of performance that are relevant for Slovak 

conditions.  

Mentioned indicators of performance, recommended by GRI, speak 

about influence of the company to economy, society and living 

environment and they can change, resp. firm can create their own 

indicators. But according GRI basic principles, according which annual 

report of CSR subjects is prepared, cannot be changed. During choice of 

indicators we can use various criteria, but we must carefully consider 

following:  
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 Indicator must be social and culturally relevant; 

 Good indicator is indicator, according which stakeholders will 

evaluate us; 

 Number of indicators must be bearable and collection and 

elaboration of data must not be difficult.  

 

 Category 
Target group/ 

area 

Indicator of performance 

E
co

n
o

m
y
 

Direct 

economical 

influences  

Customers  Net profit. 

Rate on the product and services market. 

Suppliers  Rate of agreements applied according 

advance agreed conditions. 

Employees  Total expenditure for working power. 

Provider of 

financial sources  

Financial flows among organization and 

capital provider (credits, dividends). 

Growth/decrease of not divided profit at the 

end of the period. 

Public sector  Paid taxes. 

Obtained donation (grants, tax relief, etc.). 

Gifts for communities and other interested 

groups. 

S
o

ci
et

y
 

Labor 

practices & 

Decent work  

Employment Employees´ conveniences in the frame of 

legislative. 

Relations with 

employees and 

management  

Policy and informing process, consultation 

and handling with employees about changes 

in the company. 

Health and 

safety  

Accidents at working posts, employees’ 

absence.  

Policy and program for security and 

protection of health during work for 

individual professions.  

Professional 

education and 

career building  

Average number of hours absolved for 

education activities per year (every 

employees according professions).  

Succession function and building of 

individual’s career.  

Equal possibility Policy of the same possibilities in the 

company, rewarding and way of output. 

Human rights 

Strategy and 

management  

Strategy, policy, company´s culture, 

processes solving individual aspects of 

human rights.  

Fight against 

corruption 

Policy and programs securing in any form 

against discrimination at working post. 

Figure 1. (Continued) 
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 Category 
Target group/ 

area 

Indicator of performance 

 

 

Freedom of 

association and 

collective 

barganing 

 

Union organization, way for collective 

negotiation.  

Forced labor  Policy and program for removing of forces 

labor. 

Disciplinary 

processes 

Policy and program solving conflicts and 

discipline at working post. 

Society 

Community Policy and program solving influence to the 

community in area of company’s existence. 

Obtained appreciation of social and ethic 

performance.  

S
o

ci
et

y
 

 

Corruption and 

bribery 

Policy and program for fight against 

corruption and bribery in the company.  

Financing of 

political parties 

Policy and programs, adapting rules for 

lobbing by the providing of contribution of 

political parties. 

Competitiveness 

and prices 

Juridical decision about breaking of 

competition environment.  

Products 

responsibility 

Health and 

security of 

clients  

Policy orientated to the health protection 

and security of clients by products using. 

Products and 

services 

Policy and programs about informing of 

product (for example at labels). 

Advertisement  Way of client salutation, advertisement, 

claiming products and their characteristics. 

Protection of 

personal data 

Policy and programs about protection of 

personal data of the client.  

Number of reasonable claiming and 

breaking of personal data protection.  

E
co

lo
g
y

 a
n

d
 l

iv
in

g
 e

n
v

ir
o
n

m
en

t 

Living 

environment  

Materials  List and volume of every material used for 

products production (services).  

Energy Energy consumption according type of 

energy. 

Water  Total consumption of water. 

Bio diversity  Placing and volume of the soil in the 

environment with high bio diversity.  

Rate of build up area on total volume of 

seismic ground.  

Emissions and 

waste  

Emissions of gas, causing hot house effects, 

worsening state of ozone layer.  

Total volume of waste according individual 

types. 

Products and 

services  

Influence of products and services to the 

living environment. 

Rate of recycled products on the total sale 

of products. 
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 Category 
Target group/ 

area 

Indicator of performance 

  

Environmental 

initiative  

Breaking of environmental initiatives, 

where company is member.  

Total review  Total expenditures for renovation of living 

environment. 

Figure 1. Classification of performance indicators according GRI. 

Source: Sustainability Reporting Guidelines, GRI. 

GRI uses quantitative as well as qualitative indicators of performance. 

Quantitative number data have many conveniences due to their 

commensurability, comprehensibility and simplicity. But sometimes they 

can be also not accurate and they have not to speak about real influence of 

organization to its environment, for example when there is necessity to 

describe firm’s existence in complex social and economical system that 

cannot be expressed numerically. Then GRI recommends using also 

qualitative indicators that are defined as wordy answers that present 

complex image about economical, environmental as well as social 

performance of the company. 

 

 

CASE STUDY 

 

The concept of CSR is well-known in Slovakia mainly in large 

corporations, which, as subsidiaries of multinational corporations, overtook 

the strategies for implementation of CSR from their mother corporations 

and perform all their activities according to them in accordance with the 

principles of responsible business making. We have chosen Saint-Gobain 

group because it operates at the global markets since 1665, it is one of the 

oldest corporations in the world and thanks to its experiences and 

competences to constantly innovate, it belongs to the top 100 of global 

industrial corporations. This French corporation joined Global Compact 

UN in 2003. The aim of the usage of this international network is to 

contribute to the development of humane and sustainable economics. 

Currently, the corporation operates in 67 countries of the world 

presenting the global market from the point of view of seven regions: 
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North America, Latin America, Africa and Middle East, Asia and Oceania, 

Central and Eastern Europe, France and other Western Europe countries. 

The highest share of sales revenues and the number of employees is within 

Europe. There was a quarter share rate (25%) of total revenue as well as 

the number of employees in France in 2016. Other Western European 

countries have 42% share rate presenting the highest share rate of total 

revenues and approximately 43% of total number of employees. North 

America has 13% of revenues and Asia has 20%. It is evident that Saint-

Gobain group is one of the largest European seller of building materials, 

what is proved by the fact that every second vehicle driving on European 

roads has screens made by Saint-Gobain and every third roof in Europe 

uses isolations made by this corporation (www.saint-gobain.sk). 

The reason of the focus of case study on the Saint-Gobain group is 

their leadership at the market of sustainable housing and it improves 

everyday life through the satisfaction, thus presents the needs and the 

sustainability, or future needs. Activities covered within CSR are the same 

as pillars of sustainable development and are divided into 3 fields – 

Economic (Profit), Environmental (Planet) and Social (People) field. The 

subject of the activity of corporation is the production and the distribution 

of highly efficient building materials, which provide solutions for 

qualitative, economic and sustainable housing. It is number one in the 

industry of highly efficient materials and number two in the industry of flat 

glass. It consists of five major divisions: building materials, glass, 

wrapping materials, special High-Tech materials and distributive networks.  

Within British division of British Gypsum, the Saint-Gobain group 

created an internal program of sustainable development called Gypsum 

FOREVER consisting of eight steps:  

 

Environmental priorities; 

Education;  

Communication; 

LCA (Life Cycle Assessment), and EPD (Environmental Product Declaration); 

Recycling; 

Responsible resources; 
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ECO innovations; 

CSR strategies.  

 

The Saint-Gobain group dealt with CSR strategy since 2001 as its 

strategy has been described in its annual report. It was possible to find 

numeric indicators since 2002. Since 2012, it established “the 

environmental, health and safety” (EHS) strategy setting long-term goals, 

such as: zero work-related accidents, no occupational diseases, no 

environmental catastrophes and globally minimal impact on environment 

(www.saint-gobain.sk). 

 

 

Methodology of Research  

 

The scope of the research was to review the application of CSR within 

the selected corporation, which operates at the global market and to 

observe the influence of CSR indicators on the indicator of return on assets 

(hereinafter “ROA”) and the revenues of selected corporation. We formed 

three research questions regarding this case:  

 

1. How (or if) does the Saint-Gobain group define its social 

responsibility? 

What areas are included within their social responsibility? 

What is the influence of CSR indicators on the indicator of ROA and the 

revenues of the Saint-Gobain corporation?  

 

In case of the Saint-Gobain group, we assumed the positive relation of 

CSR and profitability of corporation. We strived for the verification or the 

negation of defined hypotheses by creating economic models: 

 

Hypothesis 1: CSR indicators positively influence the selected 

indicator of ROA.  

Hypothesis 2: CSR indicators positively influence the corporation 

revenues. 
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We tried to verify the truthfulness of given hypotheses by creating the 

model, which describes the influence of twelve explanatory variables (CSR 

indicators) on particular explained variable (ROA and corporation 

revenues).  

We strived to verify or rebut the truth of a given hypothesis by creating 

the model, which describes the influence of twelve explanatory variables – 

CSR indicators of given explained variable – the revenues of selected 

Saint-Gobain group. We used data for the same time period for all 

variables, between 2002-2016, i.e., since 2002 when Saint-Gobain 

corporation began to publish even their numeral indicators in their annual 

reports in terms of CSR, besides of a descriptive strategy.  

We used program R to analyze the created model with the help of its 

functions. Opensource character and simple manipulation with data is 

undoubtedly the advantage of selected program.  

We were inspired by numerous studies based on the applications of 

various methods of Igalens and Gond (2005), who classified them to 

groups: from the so-called “content analyses” and evaluations by indexes 

and ratings through the surveys of questionnaire technique and statistic 

methods of correlational and regression analysis.  

The combination of data creation has been used by acquiring the 

primary resources, as we chose the case study of the Saint-Gobain group as 

a main tool because of the realistic complexity of this method. According 

to Robert K. Yin (2009), the methods of case studies are the most suitable 

in searching the answers for “Wh-questions” and are especially useful in 

testing the hypotheses deducted from recent theories. Regarding the fact 

that CSR is very broad and complex subject of the research based on 

already presented theory, we consider the case study as a suitable strategy 

for its use. 

According to Bryman and Bell (2010), there are two types of the 

solution of survey, deductive and inductive. We use deductive approach. 

They used the methods of the analyses of the SAINT-Gobain group, which 

practizes the CSR activities by quantitative and qualitative approach. We 

used historical method within this analysis, which helped us to understand 

historical development and CSR contexts of particular corporation from 
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the point of view of global market. We related the method of future state 

prognosis to this method.  

Regarding the recency and objectivity of solved problem, annual 

reports of the Saint-Gobain corporation were the primary source. We can 

define annual reports as publicly published document available to all 

corporation partners, offering a detailed view on the position of 

corporation and its activities in broader economic, environmental and 

social contexts (Slater, 2004). Furthermore, we sourced our information 

from promotional and informative materials, media reports on the activities 

of researched corporation and information published on corporational web 

pages. 

 

RESULTS AND DISCUSSION 

We focused on the allocated non-financial indicators in our analysis. In 

spite of the time changes, we grouped 15 indicators indicated as identical 

in the time period of fifteen years, between 2002 – 2016. We selected 12 of 

the CSR indicators for the purposes of analysis. We focused mainly on a 

social field represented by 8 indicators. Other four indicators are related to 

environmental field. Lower number of this field is caused by the change in 

allocating the impacts on environment in recent years. Thereafter, we 

created the model from selected indicators by which we observed the 

influence of the selected indicators on the indicator of ROA and the 

revenues of the Saint-Gobain corporation.  

In Table 1 we introduce short financial characteristic of the Saint-

Gobain group in 2016. 

As we can see in Figure 2 since 2002 till the crisis in 2008, profits 

were increasing. Great economic and financial crisis intervened even this 

corporation what can be visible in profits as well as rising employees’ 

number (Figure 3). After 2009, there was a slow increase in profits till 

2012. At that time till the presence, profits are slightly decreasing.  
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Table 1. Fundamental financial results in 2016 

 

Profits 39 093 000 000 Eur  

Net business income  2 818 000 000 Eur 

Net consolidated income 1 352 000 000 Eur 

Additional value 12 361 000 Eur 

Earnings per share (EPS) 2,53 Eur 

Total assets  43 767 000 000 Eur 

Private core capital 17 420 726 000 Eur 

Net indebtedness  5 644 000 000 Eur 

ROA 3,01% 

ROE 7,15% 

Source: www.saint-gobain.com; www.ycharts.com. 

 

 

Figure 2. The Saint-Gobain group incomes. 

Source: Annual reports of the Saint-Gobain group.  
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Figure 3. Development of employees’ number . 

Source: Annual reports of the Saint – Gobain group.  

In the field of employment rate, the Saint-Gobain Group, it 

differentiates direct, indirect (mostly suppliers and subcontractors) and 

retrieved working positions. In 2015, this group offered at the labor market 

170.500 direct, 594.000 indirect and 190.000 retrieved working positions 

(www.saint-gobain.sk).  

Development of employees’ number is presented in Figure 3, which 

shows the influence of the worldwide crisis in 2008, when the number of 

employees reached the top, since it mostly decreases to the present state of 

172.696 employees. The subject of their activity is a building industry, 

therefore a low number of employed women in certain field can be 

considered as discriminatory aspect. That is also the reason of the long-

term effort to keep diversity by constantly growing tendency of employed 

women. There is higher rapid growth recorded mainly in the last two years, 

what is visible in Figure 4.  
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Figure 4. Ratio of women per employees’ number. 

Source: Annual reports of the Saint – Gobain group. 

The following indicators, such as the rate of departures, resignation 

rate and recruitment rate, are presented together in Figure 5. Departure rate 

and recruitment rate have been changing the same way. Both rates are 

moving around an average value of 16%. Resignation rate has not been 

changing dramatically, it was approximately 6%. 

 

 

Figure 5. Departure, recruitment and resignation rate. 

Source: Annual reports of the Saint – Gobain group. 

Expenses for the courses are important indicator. Education of 

employees enables not only the corporational benefit, but even the growth 

of the employees themselves. As you can see in Figure 6, the courses’ 

expenses increased more dramatically during 2007. Since 2009, the 
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education expenses had relatively settled down. But if we look at the 

employees’ education (Figure 7) from the perspective of the average 

number of classes of education per employee during one year, we can 

follow the increasing tendency. We can conclude that the growth is 

enabled to a greater number of employees, or in spite of not increased 

expenses, the courses are offered in an increased rate. 

 

 

Figure 6. Expenses for the courses as rate per income.  

Source: Annual reports of the Saint – Gobain. 

 

Figure 7. Average number of course classes of employee per year. 

Source: Annual reports of the Saint – Gobain group.  
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The indicator of accidents rate in Figure 8 presents the evident 

decrease of accidents. The accident rate presented 11,6% in 2002, since 

that time, it was decreased up to 1,7%. 
 

 

Figure 8. Accidents rate. 

Source: Annual reports of the Saint – Gobain group.  

We classified the selected variables related to environmental field into 

financial and non-financial. Financial indicators presenting overall 

environmental costs and investment expenses in a given field are presented 

in Figure 9. There was a significant growth in expenses for the 

environment protection from 2004 to 2006. The following decrease came 

relatively to the end in 2009. We can observe a slight growth in recent 

years.  
 

 

Figure 9. Investments for the environment protection. 

Source: Annual reports of the Saint – Gobain group.  
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Table 2. Descriptive statistics of selected variables 

 

Mean Error Median Standard 

deviation 

Min. Max. Mean 

ROA  2.79  0.268  3.04  1.037  0.46  3.96  

NS  38731666.67  1231549.043  40117000  4769768.932  29590000  43800000  

EMP  188521.73  3408.213  189193  13199.951  170372  209175  

TH  23.02  0.705  23.9  2.732  16.9  26.3  

TE  2.073333  0.096346  2  0.373146  1.7  3.2  

PW  20.13333  0.206943  20  0.801487  18.6  21.9  

DR  16.14  0.406471  16.4  1.574257  14  18.3  

RecR  15.52667  0.686292  16  2.657998  9.2  20.1  

ResR  6.006667  0.263216  5.8  1.01943  4.5  7.7  

CO2  12413333.33  350355.828  12000000  1356922.288  10500000  14700000  

LTIR  5.05  0.849  3.8  3.289  1.7  11.6  

WC  82946666.67  3841922.469  81300000  14879701.738  53600000  102000000  

CE  68884666.67  4235173.226  68000000  16402755.372  47400000  108000000  

TEE  138496666.6  7218258.045  127400000  27956193.197  94600000  212000000  

Source: Self-processed. 

 

The purpose of descriptive statistics is to express the results through 

the characteristics, which we can divide into the mean values and the rate 

of variables (Clauss et al., 1988). Particular selected characteristics of 

variables from the point of view of descriptive statistics are presented in 

Table 2. Seven of the variables are percentage values and seven of them 

absolute values.  

We present the created models in the following part, which helped us 

to define the influence of twelve explanatory variables on the selected 

explanatory variables (ROA and revenues). We used data for all variables 

during the same time period between 2002-2016. 

 

 

The Influence of CSR Indicators on ROA 

 

Econometric model following the influence of selected CSR indicators 

on ROA is as follows:  
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ROA = β0 + β1 *EMP + β2 *TH + β3 *TE + β4 *PW - β5 *DR + β6 

*RecR - β7 *ResR - β8 *CO2 - β9 *LTIR - β10 *WC+ β11 *CE + 

β12 *TEE + u 
 

Legend: ROA – return on assets in %; EMP – employees; TH – training hours; TE – 

training expenditure; PW – proportion of women; DR – departure rate; RecR – 

recruitment rate; ResR – resignation rate; CO2 – amount of CO2 emissions in 

metric tons; LTIR – lost-time incident rate; WC – water consumption; CE – 

capital expenditure for environment protection; TEE – total environmental 

expenditures for environment protection. 

 

This model has to be gradually modified by the reduction of 

statistically insignificant variables, particularly RecR, ResR, CO2, PW and 

WC. Thereafter, we tested the normality of residuals, the presence of 

heteroscedacity, autocorrelation, multicolinearity and the truthfulness of 

specific model in pre-defined modified model.  

“Residuals come from the regular separation” is one of the 

assumptions of econometric model. This assumption was verified by 

Jarque-Bera test of normality at the level of significance α = 0,05. 

Heteroscedacity was not verified by Breusch-Pagan test at the level of 

significance α = 0,05 (p-value = 0,2277) in this model. Accordingly, the 

absence of autocorrelation was proved at the level of significance α = 0,05 

(p-value = 0, 5602).  

Major standard mistakes are the negative result of multicolinearity, 

which increase the possibility to accept a zero hypothesis even in case it is 

not true. We tested multicolinearity through the variant inflational factor 

(hereinafter “VIF”). Any value of regression coefficient did not exceed the 

value of 10, therefore we could conclude that there is no multicolinearity in 

model. 

We used Rest test for the purpose of the test of proper model 

specification. We verified a zero value that the model is specified correctly 

based on p-value, which obtained a greater value as the set level of 

significance. In Table 3 we present the estimation of regression function 

parameters determining their standard deviations, values of tested statistics 

t and p-values.  
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Table 3. The estimation of regression function parameters 

 

 Estimation of 

regression function 

parameters  

Standard 

deviation  

Values of 

testing statistics  

 

P-values 

Intercept  2.674 3.037e+00 0.880 0.40794 

EMP  -0.000 1.452e-05 -1.725 0.12815 

TH  0.206 9.876e-02 3.123 0.02602* 

TE  0.269 4.316e-01 0.622 0.55340 

DR  -0.223 1.292e-01 -1.724 0.12841 

LTIR  0.403 9.184e-02 4.386 0.00321** 

CE  0.000 1.331e-08 3.118 0.01690* 

TEE  -0.000 6.075e-09 -2.097 0.07419 

Source: Self-processing. 

 

In this case, marked regressors are statistically significant, p-value is 

higher than the level of significance. Evaluating the model as a unit, we 

used the modified coefficient of determination – Adjusted R squared, 

which considers relevant diffusions in spite of the variability in the form of 

the sum of squares. Approximately 82% of an explained variable in our 

model is explained by given variables. Thereby I consider this model as 

statistically significant. The equation has been modified into the following 

form:  

 

ROA = 2,674 + 0,206*TH + 0,269*TE - 0,223 *DR + 0,403 *LTIR 

 

Based on this model, we claim that the value of the number of course 

classes increases in 1 unit, therefore the ROA value increases in 0,206 

units. Similarly, the growth of course expenses in 1 unit initiates the ROA 

increase in 0,206 units. Decrease of ROA in 0,233 units initiates the 

increased departure rate of employees.  

The first hypothesis at the level of significance α = 0,05 has been 

verified by several statistically significant regressors, such as an average 

number of course classes per employee, the rate of courses expenses per 

incomes and the departure rate of employees. We consider the model as 

statistically significant, however, based on the results, increasing the rate 
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of accidents would initiate the increase of ROA what is not in line with our 

assumption, i.e., the corporation profitability should increase with 

decreasing accident rate. Therefore, we made the second plan, by which we 

wanted to get the verification of the influence of indicators on the 

corporation profitability in a greater extent.  

 

 

The Influence of Indicators on the Revenues’ Profitability 

 

We thought of the influence of the indicators on the revenues’ 

profitability, because we didn’t get the verification of the positive 

relationship of ROA and the selected CSR indicators in previous model.  

It can be calculated as the rate of net profit and earnings, what 

indicates how much Euro of net profit can bring one Euro of earnings. We 

focused on the period between 2002-2016. However, declaring the profits 

of the Saint-Gobain group, we found a huge difference in declaration of the 

profits in 2009, 2012 and 2013. We didn’t find the reasons of such 

differences by the analysis of annual reports. We supposed that the 

differences can significantly influence the results of analysis and therefore 

we focused only on the absolute earnings. Expected econometric model 

following the influence of indicators on the earnings is in this form:  

 

NS = β0 + β1 *EMP + β2 *TH + β3 *TE + β4 *PW + β5 *DR + β6 *RecR 

+ β7 *ResR + β8 *CO2 + β9 *LTIR + β10 *WC+ β11 *CE + β12 *TEE + u 

 

Legend: NS are earnings (Net Sales) in Euro; EMP – employees; TH – training hours; 

TE – training expenditure; PW – proportion of women; DR – departure rate; RecR 

– recruitment rate; ResR – resignation rate; CO2 – amount of CO2 emissions in 

metric tons; LTIR – lost-time incident rate; WC – water consumption; CE – 

capital expenditure for environment protection; TEE – total environmental 

expenditures for environment protection. 

 

We used the program R to analyze selected model, which had to be 

reduced by statistically insignificant variables, such as RecR, ResR, CO2, 

PW and WC through its functions. Thereafter, we tested the normality of 
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residuals, presence of heteroskedacity, autorelation, multicolinearity and 

correctness of model specification within defined and modified model. We 

did not encounter any problem when testing.  

 

Table 4. Influence of selected CSR indicators on earnings  

 

 Estimate Std. Error t value  Pr(>|t|) 

Intercept  34,940,000 6.530e+06 5.351 0.001744** 

EMP  138 3.116e+01 4.425 0.004447** 

TH  - 671,000 2.305e+05 -2.911 0.026956* 

TE  2,997,000 9.328e+05 3.212 0.018311* 

DR  - 738,100 2.922e+05 -2.526 0.044938* 

ResR 1,381,000 7.168e+05 1.926 0.102392 

LTIR  - 1,438,000 2.308e+05 -6.231 0.000791*** 

CE  - 0.004 3.617e-02 -0.115 0.912342 

TEE  - 0.014 1.287e-02 -1.121 0.305016 

Source: Self-processing. 

 

One of the presumptions of econometric model is that residuals come 

from a normal distribution. We verified this presumption through Jarque-

Bera test of normality at significance level α = 0,05.  

The normality of residuals (p-value = 0,513), absence of 

heteroscedacity (p-value = 0,708) and autocorrelation (p-value = 0,55) has 

been verified. Any value of VIF did not exceed the value of 10. We tested 

the significance of modified model by a complex summary of regression 

analysis at the end.  

Approximately 96% of variables is explained through given variables 

in our second model, what verifies statistical significance of given model. 

Analysis, except of its focus on the impact of CSR on earnings, brought the 

conclusions characterized by the nature and power of association between 

these variables and earnings. After the estimation of the rest of indices, the 

equation gained the following form:  

 

NS = β0 + β1 *EMP + β2 *TH + β3 *TE + β4 *PW + β5 *DR + 

β9 *LTIR + β10 *WC + β11 *CE + β12 *TEE + u 
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It is true that if the number of employees is increased in 1 unit, the 

value of earnings is increased in 138 units. There is a positive relationship 

with the earnings coming from statistically significant variables in case of 

the course expenses, a negative relationship with the departure rate of 

employees and the accidents rate which can possibly happen.  

We also verified the statistical significance of a given model in the 

second model. The second hypothesis is verified by the courses’ expense, 

the departure rate of employees and the accident rate, which can possibly 

happen according to the statistically significant variables at the level of 

significance α = 0,05. However, according to the results, there is a decrease 

in the revenues’ value along with the growth of the average number of 

courses, what conflicts with our assumption. 

Thereafter, we compared the suitability of particular models on the 

basis of the so-called “informative criteria”. We used the most significant 

tools, such as Akaike and Bayes’ information criteria. The lowest values of 

information criteria definitely determined the second model as the right 

one. Therefore, we continued in the prediction of earnings for 2017-2018 

on the basis of the prediction of particular variables. We expect the growth 

of earnings within the next two years: in 2017, as the value should range 

from 41.663.557 EUR to 46.741.970 EUR and in 2018, ranging from 

42.288.939 EUR to 47.484.362 EUR. Finally, we claim that the positive 

relationship verified hypothesis that CSR positively influences the 

profitability of the Saint-Gobain group. We expect the incompleteness of 

proving the given hypothesis based on the influence of various internal, as 

well as external factors.  

 

 

CONCLUSION 

 

Currently, the problem of CSR becomes actual from the point of view 

of searching for the ways of effective implementation of its thoughts into 

the practice. The diversity of the opinions of technicians and practicians 

contributes to a growing interest of corporations in CSR, which is 
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supported by the European Commission and governments of economically 

developed countries.  

Distinctions between annual reports are the reflection of different 

environmental legislation and regulations, as well as the political situation 

and social pressure in particular countries. Also Chen and Bouvain (2009) 

conclude the research of comparing the reports on CSR by reasoning of 

differences based on various institutional scopes.  

Corporations supporting the concept of CSR and the corporations, 

which invest in CSR, have more positive results within their business than 

the ones, which do not include this concept within their business policy, 

were verified. According to the study the innovation bottom line, which is 

the rate of corporations making a profit by sustainable solutions has 

increased in 37% last year. “Green Giants” show that sustainability can be 

changed into a profitable business-making, such as the corporations: 

IKEA, Tesla, Toyota, Nike, Natura or Whole Foods. Thousand dollars’ 

investment in these corporations from 2010 increased up to 3.251 dollars in 

2015. The same investment in portfolio of their competitors, who do not 

possess their products and services built on sustainability, was worth of 

only 1.932 dollars in 2015 (www.blf.sk). 

In spite of the mentioned facts, many stakeholders are sceptic towards 

CSR. The aim of this chapter was to show the positive consequences of the 

application of CSR in business. Expected asset of the research was to 

decrease the insufficient awareness of CSR, which negatively influences 

the practices of given problem. We have to say that the solution of 

indicated problems remains open for further researches with more 

sophisticated methods and schemes of new evaluations of the influences of 

CSR application to entrepreneurship.  

Sustainable development of Slovakia, as well as globalization of the 

society demands innovative access to management, in which there are 

regarding except of economical performance of the firms also development 

of social, environmental and ethical aspects of business. CSR in last period 

resounds not only in the environment of international institutions, but it 

becomes also subject of interest of strategic goals of government in EU 

countries, including Slovakia. Positive business environment, motivating to 
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entrepreneurship, is one of the key tools for providing of long term 

competition and sustainable development of every country.  
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ABSTRACT 

 

Over the past several decades, the pharmaceutical industry has risen 

in importance globally (IMS Health, 2013) and pharmaceutical marketers 

spend a significant proportion of their budgets on marketing their 

products (BBC, 2015; VOX, 2015). While the promotion of prescription 

drugs to consumers is limited to two countries (New Zealand and the 

US), advertisements for non-prescription medications are directed to the 
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general public in nearly every country (Buckley, 2004). Consumers 

around the world, both in developed and emerging markets, are 

increasingly expressing preferences for products manufactured by 

companies which go beyond their business mission (Ettinger et al., 2017). 

The present paper seeks to investigate whether consumers’ attitudes 

towards corporate social responsibility (CSR) influence their evaluations 

of advertisements (Koinig et al., 2017). Consumers’ attitudes towards 

corporate social responsibility may also affect their product evaluations 

and purchase intentions (Diehl et al., 2015). This chapter proposes a CSR 

advertising effectiveness model which is tested for four pharmaceutical 

markets (the US, Brazil, Austria and Germany). The proposed model 

attempts to establish whether consumers’ attitudes towards socially 

responsible behavior have an impact on their evaluations of an OTC drug 

advertisement incorporating a CSR appeal. Moreover, the topic of 

company-cause fit is addressed by examining whether this variable 

influences both consumers’ ad and product evaluations. Finally, 

consumers’ willingness to purchase products manufactured by socially 

responsible corporations is investigated. Because the investigation is of a 

cross-cultural nature, findings are compared across countries.  

 

Keywords: pharmaceutical advertising, CSR, socially responsible 

advertising, product evaluations, purchase intentions, cross-cultural 

study 

 

 

INTRODUCTION 

 

The global pharmaceutical market is currently worth almost $1 trillion 

a year and its sales volume is predicted to increase to $1.3 trillion by 2018 

(IMS Health, 2013). Aging populations, changing lifestyles, unhealthy 

eating habits, and increasing incidences of chronic diseases across the 

entire global population fuel the demand for pharmaceuticals (Business 

Wire, 2013). While health has become a topic of wider public and personal 

interest, individuals are also increasingly concerned about Corporate Social 

Responsibility (CSR), defined as a company’s efforts to “integrate social 

and environmental concerns in their business operations and in their 

interaction with their stakeholders on a voluntary basis” (European 

Commission, 2001: 8). In response to consumers’ increasing pressure for 
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corporations to behave ethically, pharmaceutical marketers have begun to 

publicly proclaim their support for social and environmental causes. 

This investigation explores whether corporate social responsibility 

(CSR) appeals incorporated into a firm’s advertising campaign present a 

fruitful strategy for pharmaceutical manufacturers. This study examines 

whether consumers in multiple markets are similar with regards to  

(1) attitudes toward CSR engagement (2) perception of the social 

engagement of a company (3) perceived company-cause fit and (4) 

evaluation of CSR appeals in over-the-counter (OTC) pharma ads. The 

investigation also looks at how consumers’ attitudes towards corporate 

social responsibility may affect product evaluations and purchase 

intentions (Diehl et al., 2015). Moreover, it proposes a CSR advertising 

effectiveness model which is tested for four important pharmaceutical 

markets (the US, Brazil, Austria and Germany), adding to the body of 

empirical cross-cultural investigations (Huh et al., 2012). The proposed 

model attempts to establish whether consumers’ attitude towards corporate 

socially responsible behavior impact their evaluations of an OTC drug ad 

incorporating a CSR appeal. Moreover, this variable is expected to 

influence consumers’ product evaluations, which in turn are predicted to 

have a bearing on their purchase intentions. Finally, consumers’ 

willingness to purchase products manufactured by socially responsible 

corporations and the highly debated issue of company-cause-fit are 

incorporated into the model. The present investigation is cross-cultural in 

nature and findings are compared across four countries. 

 

 

INCREASING INTEREST IN CSR AMONG CONSUMERS 

 

In recent years, the concept of Corporate Social Responsibility (CSR) 

has begun to resonate with consumers throughout the world. Stemming 

from increasing consumer pressure, both corporations and policy makers 

are increasingly concerned with CSR. CSR refers to “an organization's 

status and activities with respect to its perceived societal obligations” 

(Brown and Dacin, 1997: 68). Defined as “the continuing commitment by 
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business to contribute to economic development while improving the 

quality of life of the workforce and their families as well as of the 

community and society at large” (World Business Council for Sustainable 

Development, 2000), the increasing reliance on CSR can be perceived as 

an “industry’s response to a growing public concern about the 

accountability and the social, economic, and environmental impact of 

global corporations” (Bluestone et al., 2002). 

CSR has gained momentum in nearly every industry, as consumers 

have begun to adapt and modify their consumption habits and patterns, 

increasingly keeping environmental and social concerns in mind (Stone et 

al., 1995). Consumers expect companies to fulfil their end of the bargain, 

reducing environmental harm while increasing social well-being (Ha-

Brookshire and Hodges, 2009; Ha-Brookshire and Norum, 2011). Simply 

meeting customer’s needs is no longer enough. Consumers increasingly 

demand green and sustainable products, and express a profound interest in 

social problems, both those in their own backyards, as well as around the 

world. A more wholesome way of doing business – integrating economic, 

ecologic and social concerns – appears to be the order of the day (McPeak 

and Guo, 2014).  

 

 

THE RELEVANCE OF CSR COMMUNICATION  

AND CSR ADVERTISING 

 

Research has confirmed that CSR initiatives translate into more 

positive attitudes towards an enterprise (Smith and Langford, 2009). Thus, 

communication of CSR initiatives becomes a central element to corporate 

social and environmental practices. On a very basic level, CSR 

communication refers to all communicative attempts regarding CSR, 

whereby corporate and promotional communication activities are 

employed to inform the public about CSR initiatives and projects, which 

are then intended to strengthen the company’s corporate social image 

(Golob et al., 2013). CSR communication is useful not only in creating 
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consumer awareness of CSR initiatives, but it can also counter potentially 

negative corporate images by suggesting that a company is engaged in 

social change (Du et al., 2010). Hence, companies can benefit from pro-

actively disclosing their environmental and social engagements in various 

ways, not only via favorable CSR attributions (Ellen et al., 2006), but also 

from increased consumer loyalty (Du et al., 2007), as well as reduced 

skepticism (Yoon et al., 2006). Although some researchers argue that due 

to its abstract nature and complexity, CSR communication is a difficult 

matter (Sheik and Baise-Zee, 2011), marketers are nonetheless advised to 

expand their efforts to convey to both their customers and the public at 

large, their CSR initiatives. Examples of successful CSR efforts include 

third-party co-operations, in which companies donate a certain share of 

their sales to non-profit organizations. When specific causes are integrated 

into promotions, this practice is referred to as cause-related marketing 

(CRM; Brink et al., 2006; Mohr et al., 2001; Singh et al., 2009).  

Nielsen, a leading global opinion poll company, first released a report 

in 2012, which identified rising concerns among the global population 

regarding corporate social behavior. According to this report, consumers 

throughout the world play a leading role in motivating enterprises to 

expand their CSR efforts (Nielsen, 2012). Two-thirds of respondents 

expected companies to support the environment and nearly half (46%) 

were willing to reward such firms by purchasing their products (Nielsen, 

2012). By 2014, the number had increased to 55%, representing an almost 

10% increase from the initial study (Nielsen, 2014b). Interesting, this 

willingness did not differ among consumers of different age groups 

(Nielsen, 2013). Consumers also began to express concerns over how 

businesses operate, claiming that they should not only support 

social/environmental issues (21%), but also advocate change by creating 

awareness for social/environmental problems (29%; Cone 

Communications, 2013). Consumers were most concerned about 

environmental causes, such as water accessibility, but also social causes 

such as fighting poverty and disease (Cone Communications, 2013; 

Nielsen, 2014a). Nielsen’s latest survey confirms that companies can 

benefit from publicly proclaiming their CSR engagements, with the sales 
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of such firms outperforming companies that failed to do so (+ 4% vs. 1%; 

Nielsen, 2015). Moreover, consumers’ inclination to purchase products to 

support a cause also rose, reaching 66% in 2015 (Nielsen, 2015).  

Surveys have also revealed that consumers demand to be informed 

about the impact companies have on society (91% in 2013 vs. 88% in 

2015; Cone Communications, 2015). Yet, because the messages are often 

perceived as confusing (70%; Cone Communications, 2013), consumers 

expect companies to provide evidence of the good that they do (59%; Cone 

Communications, 2015). Since companies have begun to take this advice 

to heart, consumers’ confusion about CSR message content has decreased 

(65%; Cone Communications, 2015). If implemented successfully, it 

appears that CSR can indeed serve as a “differentiator” (Cone 

Communications, 2013: 18). Putting CSR at the front and center of 

corporate communication activities hence becomes central in creating 

awareness of CSR initiatives among consumers (Öberseder et al., 2011). 

While marketers can spread the word of their CSR initiatives via numerous 

channels, such as press releases, corporate websites as well as social 

media, these messages are also increasingly integrated into advertising 

campaigns (Mögele and Tropp, 2010). Defined as “advertising with a 

social dimension” (Drumwright, 1996), these messages are intended to 

favorably shape consumers’ opinions of the company, product, and 

business engagements (Ettinger et al., 2017). They then fulfil a “dual 

function”: they advertise the company, but also offer proof that the firm 

engages in CSR (Taylor, 2012).  

 

 

CSR IN THE PHARMA INDUSTRY 

 

CSR has become a topic of interest for the pharmaceutical industry as 

well. In a time of increasing legal restrictions and decreasing public trust in 

pharmaceutical products as well as the commercial messages for these 

products, (Fontanarosa et al., 2004; Roblek and Bertoncelj, 2014), 

rethinking their marketing activities appears to be in order for 

pharmaceutical companies. Consumers expect pharmaceutical firms to 
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both act in an ethically and socially responsible fashion, and to provide 

affordable drugs to the public (Nussbaum, 2009): “[P]harmaceutical 

corporations have a moral obligation to society to provide the people, 

especially the poor, with affordable medication. Pharmaceutical 

manufacturers are expected to ensure affordable prices while at the same 

time also maintaining high social, environmental and economic standards – 

all under tightening legal restrictions” (Roblek and Bertoncelj, 2014). 

Further, they should not disguise their drug’s potential side effects in their 

advertising disclosures, but instead provide balanced information (Roblek 

and Bertoncelj, 2014). Connecting the core concerns of profit and ethics is 

particularly crucial in the health sector where “corporate social 

responsibility [must] not be divorced from a company’s bottom line” 

(Mueller, 2011: 343). Support for causes in the health-care field might 

allow drug manufacturers to redeem themselves from accusations of 

engaging in unsound business practices. The integration of social and 

sustainable message elements, therefore, presents a potential strategy to 

counteract declining public trust, as well as the accusation that the 

pharmaceutical industry is solely driven by profits (Fontanarosa et al., 

2004; BBC, 2015). Numerous examples of how pharma companies can act 

in a socially responsible fashion, and also align their social projects with 

their core business, can be found. For example, Bayer HealthCare has 

cooperated with the WHO to fight neglected diseases such as African 

Sleeping Sickness, Chagas Disease or promote Contraception Education 

(Bayer, 2015; Bayer, 2017), while Pfizer, as part of its PfizerRxPathways, 

provided Prescription Medication Assistance to patients as well as 

Medicine Safety Education programs together with its “Vaccines-

Wonderbag Collaboration” (Pfizer, 2015; Pfizer, 2017). Novartis dedicated 

resources to stop the spread of chronic diseases in Africa, as well as 

supported drug testing in Brazil or expanded access to healthcare 

(Novartis, 2015; Novartis, 2017). 

To date, academic studies addressing CSR activities in the 

pharmaceutical industry have dealt with CSR definitions and motivations 

(Droppert and Bennett, 2015; Salton and Jones, 2015), CSR 

communication and reporting practices (Smith, 2008), the role of CSR in 
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recruiting processes (Esteban, 2008), CSR’s “added value” (Story and 

Neves, 2014), CSR in drug manufacturers’ online communication (Sones 

et al., 2009), as well as social media CSR communication (Adi and 

Grigore, 2015, Huhmann and Limbu, 2016). Fewer studies have addressed 

aspects such as CSR’s impact on a pharma company’s organizational 

culture (Pehl, 2016), the nature of CSR (Ahen, 2015), or even responses to 

CSR advertising appeals in a selected market (the authors, 2017). While 

research in this area clearly is on the rise, cross-cultural, empirical studies 

addressing the topic of CSR in the pharmaceutical industry are scarce. This 

is the gap the following study will attempt to address. 

Research has begun to address how consumers respond to CSR 

appeals. While Tiang and colleagues (2011) as well as Diehl and 

colleagues (2015) developed and tested models analyzing consumers’ 

processing of CSR information, linking their attention to CSR information 

to attitudes towards core advertising variables, our model will expand 

existing research by placing a special focus on the pharmaceutical industry. 

The model conceptualized herein can be used to determine how 

consumers’ personal evaluations of CSR affects their ad evaluations, 

product evaluations and purchase intentions. Moreover, the proposed 

conceptualization will also take into consideration the issue of company-

cause fit. In proposing a comprehensive theoretical framework and testing 

it in an international setting, the present investigation addresses a 

significant gap identified in international advertising research (Taylor, 

2010).  

 

 

EMPIRICAL INVESTIGATION 

 

Study Purpose 

 

The rationale behind this study is two-fold: first, the aspect of CSR has 

been largely absent from studies focusing on the pharmaceutical industry, 

and second, as academic research to date has focused primarily on direct-

to-consumer advertising of prescription drugs (DTCA), significantly less 
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research has been conducted in the area of non-prescription or over-the-

counter (OTC) drug advertising. Hence, the present study will extend 

previous research on the topic in two ways: to our knowledge, no 

contribution to date has addressed consumer evaluations of OTC drug ads 

incorporating CSR appeals, nor have consumers’ responses to CSR appeals 

been linked to other advertising variables, such as product evaluation and 

purchase intention, and certainly not from a cross-cultural perspective. The 

primary goal of this investigation is to explore consumer responses toward 

CSR messages in non-prescription drug ads in four countries.  

 

 

Rationale for Country Selection 

 

The countries examined are the US, the largest single drug market, 

Germany, the largest European medications market, Austria, a second 

European market, and Brazil, an emerging OTC drug market as well as the 

largest South American pharmaceutical market (MarketLine, 2017e). The 

US-American OTC drug market achieved a turnover of USD 38,718.7 

million in 2015, a slight increase of 1.8% over the previous year 

(MarketLine, 2016b). The largest share of OTC drug revenues in Europe 

was generated by Germany, which represented 18.2% of the continent’s 

total market value, and a market value of USD 6,256.7.8 million in 2015 

(MarketLine, 2016c). While North America represents the largest non-

prescription drug market, Brazil constitutes the strongest emerging OTC 

market (EMIS, 2014; MarketLine, 2015b) and was worth 5,722.1 million 

in 2014 (+ 8.5%; MarketLine, 2015b). Brazil was included in the current 

investigation not only because it presents an important emerging pharma 

market, but also because the inclusion of emerging markets has been 

encouraged by Okazaki and Mueller (2007). Overall, the global OTC 

market is forecast to significantly increase in value, and is anticipated to 

reach more than 155,000 million by 2020 (MarketLine, 2016a).  

Differences in advertising evaluations and CSR concerns are 

anticipated as a result of varying legal regulations as well as the cultural 

particularities of each market. 
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Study Description 

 

In each of the four selected countries, 60 subjects (non-student sample) 

were recruited, resulting in a total sample size of 240 subjects. In terms of 

age, respondents were between 18 and 93 years old, with an average age of 

35.9 years. Female/male participation was nearly equally distributed 

(f=50.6%; m=49.4%). Answers to all questions were reported on a 7-point 

Likert scale ranging from (1) ‘I do not agree at all’ to (7) ‘I fully agree’. 

 

 

Stimulus Ad Design 

 

Ad development followed the procedure proposed by Diehl, Terlutter, 

and Mueller (2011). The ad was designed to promote a fictitious pain 

reliever with the brand name Senza, produced by the fictitious 

pharmaceutical manufacturer ProSante. The use of a fictitious brand 

controlled for subjects’ attitudes towards recognized and established brand 

names. Pre-tests revealed that the brand and company names were 

neutrally loaded and deemed appropriate for use in the medical domain.  

The CSR ad appeal employed a mix of two established appeal types, 

combining elements of both informative and emotional messages. While an 

informative ad usually centers on the product and includes a body copy 

describing the product’s specifics, the emotional appeal stresses soft facts 

over hard facts (Okazaki et al., 2010). Previous research has demonstrated 

that the use of this appeal type is on the rise in the pharmaceutical industry 

(Koinig et al., 2017) and in multiple markets. A fictitious CSR message 

was included in the ad. It was based on the successful CSR effort linking 

Pampers and UNICEF, and was included to raise awareness for Tetanus, a 

disease that can be prevented by the use of vaccines. Diehl et al. (2015) 

also classified this campaign as employing a humane-oriented CSR appeal, 

as it is concerned with social justice. For every package of Senza sold, one 

crucial vaccination to reduce maternal and infant morbidity would be 

donated. This health cause was seen to present a good fit for a 

pharmaceutical marketer. The designated CSR message is illustrated in 
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Figure 1. Ads and questionnaires were translated from English into 

German and Brazilian Portuguese via the translation/back-translation 

method. The OTC drug advertisement is depicted in Figure A1 of the 

Appendix.  

 

 

Figure 1. CSR message. 

 

CONCEPTUAL MODEL AND HYPOTHESIS DEVELOPMENT 

 

Consumers Attitudes towards Corporate Social Engagements 

 

In recent years, consumers have begun to take into consideration how 

products are manufactured or grown when purchasing goods (Dawkins, 

2004), preferring firms with CSR programs over those not engaging in 

such practices (Becker-Olsen et al., 2011; Schmeltz, 2012). Consumers are 

increasingly acting in line with their social and environmental beliefs (Tian 

et al., 2011). Devinny et al. (2006, 3) label this phenomenon “Consumer 

Social Responsibility,” defined as “the conscious and deliberate choice to 

make certain consumption choices based on personal and moral beliefs.” 

Morrison and Birdwell (2011) note that consumers’ evaluation of social 

engagement presents “the true Corporate Social Responsibility,” for 

consumers are able to shape and influence corporate behavior. Social 

responsibility must be perceived as a “shared” responsibility, consisting of 

both consumer social responsibility and corporate social responsibility, 

which depend on one another: only if consumers and companies work 

together, can society benefit in the long term (Schmidt, 2016). Hence, 

corporate strategies and individual behavior are reciprocally linked 

(Carrigan, et al., 2004; Lopez Davis et al., 2017). Moreover, identity 

salience (Marin et al., 2009) and congruence between corporate and 
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consumer values (Sen and Bhattacharya, 2001) were found to be of 

relevance.  

Previous empirical research has found consumers to be responsive 

towards environmentally-manufactured products (Osterhus, 1997), as well 

as fair trade products (de Pelsmacker et al., 2003). Numerous studies also 

found that a company’s social commitment can positively shape 

consumers’ attitudes towards the company (Webb and Mohr 1998; Perez, 

2009; Pomering and Dolnicar, 2006; Nan and Heo, 2007). Hence, we 

propose the following hypothesis:  

 

H1: The more favorable the attitude towards Corporate Social 

Engagement, the more positive the evaluation of an advertising message 

with a CSR appeal in all countries.  

 

 

Perceived Social Engagement 

 

Given that concerns over product price appear to have been substituted 

with a heightened interest in sustainable production and social engagement 

(Bhattacharya and Sen, 2004), companies may be forced to reposition their 

communication activities. In response to consumers’ increasing interest in 

CSR and their resulting willingness to reward firms for their ethical 

behavior (Levy, 1999), companies have begun to publicize their social and 

environmental engagements and projects. Therefore, shaping their public 

image in a favorable manner by generating attention for their CSR 

activities is key, as corporate associations serve “as the 'reality' of the 

organization for that individual" (Brown et al., 2006: 105). One variable 

that might determine whether consumers respond to corporate claims is the 

degree of perceived social engagement. Companies must disclose their 

efforts to support specific causes (Friestadt and Wright, 1994), in order for 

consumers to become aware of such engagements (Bhattacharya and Sen, 

2004). If perceived favorably, consumers’ loyalty can be increased over the 

long term (Marin et al., 2009), particularly if the perceived fit between the 

company and the social initiative is high (Becker-Olsen et al., 2006).  
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In general, a firm’s efforts may be based on self-serving motives or 

public-serving motives (McWilliams et al., 2006). While the former is 

predominantly concerned with increasing profits and sales, the latter seeks 

to raise awareness of social and environmental issues, and as such, elevates 

corporate image and reputation (Hill and Becker-Olsen, 2005; Fombrun, 

2005; Gardberg and Fombrun, 2006). Thus, if motives are seen as sound 

and in line with the companies’ core business objectives, their social 

engagement will not be questioned, but instead will boost corporate image 

(Ellen et al., 2000; Marin et al., 2009). This has turned out to hold 

especially true for proactive CSR engagements (Groza et al., 2011).  

According to Diehl et al. (2015), consumers who are able to identify a 

CSR appeal contained in an ad hold more favorable attitudes towards that 

ad. This was found to be particularly true of humane-oriented appeals (Nan 

and Heo, 2007; Mattila et al., 2010). Thus, if consumers perceive a higher 

corporate social engagement, this is expected to positively influence their 

attitudes towards the ad as well as towards the product. This suggests the 

following hypothesis:  

 

H2: The higher the perceived level of social engagement of the 

company, (a) the more favorable the evaluation of an advertising message 

with a CSR appeal and (b) the more favorable the product evaluation in all 

countries.  

 

 

The Issue of Company-Cause-Fit 

 

The concept of CSR does not come in a “one size fits all” formula. 

Corporations must respond to the particular aspects of their specific 

industry, adapting their economic, environmental and social engagements 

accordingly. CSR acceptance is dependent upon the degree to which 

corporate engagements are seen as authentic (Frederiksborg and Fort, 

2014). In order to create favorable consumer responses, CSR initiatives 

must be aligned with the firm’s actual core business. Here, the issue of fit 

is of relevance; the promoted brand or product must be congruent with the 
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social cause being supported (Strahilevitz and Myers 1998; Nan and Heo, 

2007). If the customer is capable of associating the cause with the firm, or 

perceives a match between the firm and the cause, this has become known 

as the customer’s “cause affinity” (Barone et al., 2007; Drumwright, 1996).  

Among others, both Sheik and Beise-Zee (2011) and Bigney-Alcaniz 

and colleagues (2011) found congruency between the product and the 

supported cause to amplify respondent’s attitudes towards the product and 

the brand. Nan and Heo (2007) also determined fit to positively influence 

consumer responses towards advertising messages. A high level of fit is 

crucial in that it influences not only product evaluations but also 

consumers’ thought development (Sen and Bhattacharya, 2001; Forehand 

and Grier, 2003). If a high degree of congruency can be established, 

consumer attitudes towards both the company and the product will be 

strengthened, as the ‘fitted’ message can be easily incorporated into their 

existing cognitive structures (Fiske and Taylor, 1991). Thus, perceived 

consistency enhances pre-established attitudes and behaviors and prevents 

consumers from calling corporate actions into question (Speed and 

Thompson, 2000).  

For this reason, the causes supported need to be selected with caution. 

Although support for environmental causes scores higher for consumers 

globally (Nielsen, 2014a), for companies operating in the pharmaceutical 

sector, health-related causes may be more appropriate. Drug marketers 

should adopt CSR practices that are connected to, and integrated with, their 

original business missions (Cheah, Chan and Chieng, 2007; the authors, 

2017). The arguments presented above lead us to hypothesize:  

 

H3: The higher the perceived fit between the company and the 

supported cause, (a) the more favorable the evaluation of an advertising 

message with a CSR appeal and (b) the more favorable the product 

evaluation in all countries.  
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Product Evaluations  

 

Product evaluations refer to consumers’ ratings of a promoted service 

or good based on the promotional information provided (Chao and 

Rajendran, 1993). These evaluations can be enhanced through the 

inclusion of unique or novel attributes (Mukherjee and Hoyer, 2001). For 

instance, the provision of additional information about the marketer can 

elevate the advertised product in the consumers’ mind (Hagtvedt, 2015). 

Previous research has revealed that in the case of CSR messages, the so-

called halo effect applies: this suggests that consumers’ perceptions of a 

company’s CSR efforts might ‘spill over’ to their brand assessments – 

particularly in the case of unfamiliar brands (Klein and Dawar, 2004). 

Brown and Dacin (1997) found that through the integration of social 

claims into advertising, marketers are able to trigger more positive product 

evaluations in consumers. We propose that those consumers who evaluate 

an advertising message incorporating a CSR claim positively, will have 

more positive product associations. Hence, the following hypothesis can be 

posited:  

 

H4: The more favorable the evaluation of an advertising message with 

a CSR appeal, the more favorable the product evaluation in all countries.  

 

 

Purchase Intention  

 

Recent investigations have reported that consumers’ concerns for 

corporate social and ethical behavior are not only on the rise but is also 

likely to be reflected in their purchasing behaviors (Dawkins, 2004; 

Bigney-Alcaniz et al., 2011). Several studies found this increased purchase 

likelihood to stem from more positive attitudes towards the firm (Pomering 

and Dolnicar, 2009; Sen et al., 2006), based on consumers’ awareness of 

CSR activities (Lee and Shin, 2010). As part of their dual-process model of 

corporate identity in connection with a company’s CSR practices, David 

and colleagues (2003) identified two core predictors of consumers’ 
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purchasing intentions, namely corporate expertise and corporate social 

values, which indeed had a significant impact on consumers’ purchasing 

decisions in three out of four cases. Thus, both relational CSR and 

consumers’ familiarity with these CSR practices led to more positive 

corporate identity evaluations. Moreover, a recent study conducted in 

Malaysia (Suki and Suki, 2017) found that if consumers were aware of 

manufacturers’ green marketing efforts and CSR, this awareness not only 

positively influenced the perception of the marketer, but also increased 

respondents’ likelihood of purchasing the green product. Similar results 

were also found in Korea (Lee and Shin, 2010). Altruistic motives, in 

particular, resonated with consumers, positively impacting their attitudes 

towards the firm (Wongpitch et al., 2016).  

Based on the assumption that consumers who possess greater 

knowledge regarding a company’s CSR efforts not only express more 

favorable product evaluations, but also are more likely to purchase the 

product (Wigley, 2008), we hypothesize:  

 

H5: The more favorable the product evaluation, the higher the 

purchase intention in all counties.  

 

 

General Willingness to Purchase from a Socially  

Responsible Company 

 

As far back as 2001, 70% of European respondents claimed to pay 

attention to companies’ CSR engagements when purchasing a product 

(MORI CSR Study, 2001). Since then, numbers have steadily risen. In 

2013, Nielsen – surveying almost 30,000 respondents from close to 60 

countries worldwide – found that social/green claims hold the potential to 

drive companies’ sales (Nielsen, 2013). “Consumers around the world are 

saying loud and clear that a brand’s social purpose is among the factors 

that influence purchase decisions” (Nielsen, 2014). While the willingness 

to purchase from sustainable and ethical manufacturers is moderately 

pronounced in Europe and North America (40% and 42%), numbers are 
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significantly higher for South America (62%; Nielsen, 2014). The study 

was also able to establish that consumers were willing to pay a premium 

for sustainably manufactured products – by 2015, the number had risen to 

66%. The rising tendency was found to be based on consumers’ increased 

brand trust and more favorable brand evaluations (Nielsen, 2015).  

While the present study did not measure consumers’ willingness to 

purchase sustainable products at a higher price, it did examine their 

increased likelihood of purchasing from socially responsible companies, 

building on the assumption that consumers will reward companies for their 

ethical behaviors (Becker-Olsen et al., 2006; Vahdati et al., 2015). Thus, 

the following hypothesis is posited. 

 

H6: The greater the general willingness to purchase from corporations 

acting in a socially responsible fashion, the higher the purchase intention 

in all countries.  

 

The second goal of this empirical investigation is to validate our 

conceptual model. The model proposes that individuals’ attitudes towards 

CSR will influence how they evaluate an OTC drug ad incorporating a 

CSR appeal. Ad evaluations are also likely to influence consumers’ 

product evaluations. The level of CSR attributed to the marketer, as well as 

the fit between the company and the cause, are presumed to influence both 

consumers’ ad evaluations and product evaluations. Consumers’ product 

evaluations are then expected to filter into their purchase intentions, which 

were seen as subject to consumers’ increased purchasing likelihood due to 

the pharma marketer’s positive CSR record.  

Figure 2 provides an overview of the proposed model and hypotheses. 

All hypotheses were tested simultaneously for all four countries with a 

multi-group structural equation model using IBM SPSS AMOS Version 

24. The proposed model predicts sequential links between CSR and 

advertising-related factors, whereby all variables and inter-variable 

relationships are included in the model (see Figure 2). Model estimation 

was performed by use of maximum likelihood estimation (MLE).  
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Figure 2. Conceptual Model incl. Hypotheses. 
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Operationalization of Variables 

 

Factor analyses revealed the items of the all multi-item variables to 

load on one single factor and to have acceptable Cronbach α values, thus 

they were combined for analysis. Respondent’s overall General Attitudes 

towards CSR were examined based on two questions adopted from Nan 

and Heo (2007). These questions were deemed sufficient to measure the 

relevance respondents attributed to socially and environmentally sound 

corporate actions (α: .883): (1) “I think positively about enterprises which 

act socially responsible,” and (2) “It is important to me that enterprises 

increasingly consider social issues.” 

Ad Evaluation of the CSR Ad was measured by 4 items based on 

MacKenzie and Lutz (1989) (α: .914).  

Product Evaluation was examined by use of four items introduced by 

Dobni and Zinkhan (1990), Brakus et al. (2009) as well as Aaker (1997): 

(1) “The advertised product (SENZA) makes a good impression,” (2) 

“SENZA is of high-quality,” (3) “SENZA is attractive,” and (4) “SENZA 

is appealing” (α: .938). 

Following Mittal (1989), Purchase Intention were examined using the 

following three items: (1) “I could imagine trying SENZA,” (2) “I could 

imagine buying SENZA,” as well as (3) “I could imagine SENZA being 

one of my most likely choices for my next purchases” (α: .952). 

Perceived Company-Cause Fit explored the respondents’ evaluations 

of the fit between the designated social cause and the marketer, recognizing 

the highly contested issue of fit and integrated communication in the 

marketing domain (Nan and Heo, 2007). The question examining brand-

cause-fit read as follows: “I think that ProSante donating vaccines to 

reduce infant death caused by Tetanus represents a good match between 

the company and the cause.” 

Respondent’s General Willingness to Purchase from A Socially-

Responsible Company was measured by use of one question adopted from 

Nan and Heo (2007). (1) “I would increasingly purchase products from 

enterprises which act socially responsible.” 

Complimentary Contributor Copy



Isabell Koinig, Sandra Diehl and Barbara Mueller 164 

In order to explore whether consumers considered a firm’s record of 

corporate social engagement (Perceived Social Responsibility), the 

following question was posed: “I have the impression ProSante (producer 

of Senza) is a socially responsible company.” 

Answers to each question were reported on a 7-point Likert scale 

ranging from (1) ‘I do not agree at all’ to (7) ‘I fully agree’.  

Table A2 in the Appendix reports means and standard deviations of the 

single and factorized items used in the study. 

 

 

RESULTS 

 

Measurement Model 

 

We first conducted a confirmatory factor analysis (CFA) to assess the 

measurement model. Results reveal that our measurement model shows 

good model fit. The model’s convergent validity was assessed using 

average variance extracted (AVE). All latent variables had AVEs above the 

suggested threshold of 0.5 (Fornell and Larcker, 1981). In addition, 

composite reliability as well as indicator reliability were calculated, 

whereby all results are above the suggested threshold of 0.6 for composite 

reliability, and 0.4 for indicator reliability. Moreover, discriminant validity 

according to Fornell and Larcker (1981) was met. Overall, our 

measurement model fulfilled the psychometric property requirements. 

 

 

Structural Equation Model 

 

The model shows acceptable global fit measures (CFI = .912;  

IFI = .913; CMIN/DF = 2.370; RMSEA = .053; see Table A1 in the 

Appendix). The factors within the SEM are latent constructs measured by 

observable variables (items).  

Hypothesis H1 proposed that more positive attitudes towards 

Corporate Social Engagement would also lead to more favorable 
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evaluations of an ad with a CSR appeal in all four countries. In terms of 

regression weights, path coefficients in all countries were not significant 

and ranked between -.225 and .110. H1 is rejected for the complete data set 

(r= -.081) and for all countries, as results demonstrate that more positive 

attitudes towards CSR did not improve respondents’ evaluations of ad 

messages incorporating a CSR appeal.  

Hypothesis H2a predicted that respondents’ perception of a company’s 

social engagement also influenced how they evaluated an advertising 

message with a CSR appeal, suggesting that a higher perceived level of 

social engagement on the part of a firm would lead to more favorable ad 

evaluations. Results showed that for the total data set (r= .222) and for 

three out of four countries, a higher perceived level of corporate social 

responsibility on the part of the company indeed lead to more favorable ad 

evaluations. The path coefficients ranked between .072 and .402 and were 

significant at least at a 5% level for the whole data set and all countries, 

with the exception of Brazil. Hypothesis H2a is thus largely confirmed by 

the data. 

Hypothesis H2b predicted that if respondents perceived a high level of 

corporate social engagement on the part of a company, they would also 

evaluate the advertised product more positively. The assumption that 

respondents’ perceived level of social engagement would influence their 

product evaluations was confirmed for the complete data set (.227) yet 

only for one country, namely the US (r= .246, p= .015). For the remaining 

three countries, results were not significant. Path coefficients ranged from 

.123 to .246. Consequently, hypothesis H2b is largely rejected.  

Hypothesis H3a proposed a positive relationship between respondents’ 

perceived company -cause fit and their ad evaluations of a CSR ad appeal. 

It postulated that if the perceived fit was high, respondents’ evaluations 

would be more favorable. Path coefficients connecting the two variables 

were highly significant for the whole data set (r= .337) and for three out of 

four countries, ranging from .114 to .420. The only country for which 

results were not significant was Brazil (r= .114, p= .578). Hypothesis H3a 

is thus largely supported by the data set.  
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With regard to hypothesis H3b, which proposed that if respondents 

perceived a high level of perceived fit between the company and the 

supported cause, they would also evaluate the product more favorably, 

results do not point in the anticipated direction. This relationship could 

neither be confirmed for the complete data set (r= .026), nor for the 

individual countries, where path coefficients ranged from -.059 to .244. 

Consequently, hypothesis H3b must be rejected for the complete data set 

and for the individual countries.  

Hypothesis H4 suggested that if respondents evaluated the CSR ad 

appeal positively, this would also lead to more favorable product 

evaluations. For the whole data set (r= .612) and all four countries, the 

paths were highly significant (coefficients ranging from .315 to .823). 

Hypothesis H4 is thus supported by the data for the complete data set, as 

well as for the four countries.  

Hypothesis H5 attempted to determine whether more positive product 

evaluations would be positively linked to respondents’ purchase intentions. 

Regression weights of path coefficients were highly significant not only for 

the total data set (r= .703) but also for the individual countries, with scores 

from .609 to .771. As more positive product evaluations do indeed result in 

heightened purchase intentions, hypothesis H5 receives support for the 

total sample and the four countries.  

Hypothesis H6 suggested that respondents’ willingness to purchase 

goods and services from companies with a strong CSR track record would 

positively influence their purchase intentions. It assumed that increased 

willingness to purchase from socially responsible firms would lead to a 

greater likelihood of purchasing the advertised product. In the complete 

dataset, path coefficients were significant at a 5%-level (r= .099), however, 

results did not transfer to the country level, were path coefficients ranged 

from -.003 to .086. Since an increased willingness to purchase from 

socially responsible companies did not influence consumers’ overall 

purchase intentions, hypothesis H6 must be rejected.  

Table A3 in the Appendix offers an overview of the coefficients and 

significance levels for the hypotheses proposed in this study.  

 

Complimentary Contributor Copy



Modeling the Influence of Consumers' Attitudes … 167 

DISCUSSION OF RESULTS 

 

The purpose of the present study was to investigate whether 

consumers’ attitudes towards corporate social responsibility influenced 

their evaluations of CSR ad appeals, product evaluations and purchase 

intentions. Results were based on a cross-cultural sample with a specific 

focus on the non-prescription drug industry, which was used to test the 

proposed model. The model was tested for four important pharmaceutical 

markets (the US, Brazil, Austria and Germany), and sought to establish 

whether consumers’ attitudes towards socially responsible behavior had an 

impact on their evaluations of an OTC drug ad incorporating a CSR 

appeal, as well as their product evaluations, which were in turn expected to 

factor into consumers’ purchase intentions. Additional variables integrated 

into the model were company-cause fit and consumers’ willingness to 

purchase from socially responsible companies.  

Via analysis of the model, we explored the relationships between the 

different variables. Figure 3 depicts the conceptual model including the 

confirmed hypotheses for the complete data set. For the complete dataset 

the proposed model could be largely confirmed. Results indicate that 

respondents’ general attitudes towards corporate social engagement did not 

exert any influence on how they evaluated an advertising message which 

incorporated a CSR appeal (H1). This suggests that even though 

consumers might attribute importance to socially responsible behavior, this 

does not influence their perceptions of a specific CSR advertising message. 

Evaluation of an ad employing a CSR appeal was, however, positively 

influenced by respondents’ perceived level of corporate social engagement 

(H2a). This relationship was significant for the complete dataset and three 

out of four countries (the exception being Brazil), supporting the 

assumption that if consumers perceive the concrete advertiser to act in a 

socially responsible fashion, this can positively influence their ad 

evaluations. Although corporate social engagement was also expected to 

influence respondents’ product evaluations, results did not confirm any 

direct link (H2b). An additional variable, company-cause fit, was expected  
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Figure 3. Conceptual Model for the complete dataset incl. confirmed Hypotheses. 
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to exercise a positive influence on both respondents’ ad evaluations of the 

CSR message (H3a) and their product evaluations (H3b). With regard to 

the former, a greater perceived fit improved respondents’ ad evaluations in 

all countries except Brazil, underlining the assumption that if the perceived 

fit was high, consumers will be more responsive to the ad. In terms of the 

latter, however, fit did not affect respondents’ product evaluations. As 

there were only positive effects of the perceived social responsibility and 

company-cause fit on the attitude towards the ad, but not on product 

evaluation, it seems that ad attitude mediates the influence of these two 

variables. If ad evaluations were positive, they significantly influenced 

respondents’ product evaluations (H4); these, in turn, had an impact on 

their purchase intentions (H5). And while respondents claimed to prefer to 

purchase from socially responsible manufacturers, this willingness was not 

found to influence their purchase intentions (H6).  

Advertisers may be able to draw the following conclusion: although 

consumers’ general attitudes towards corporate social responsibility 

engagements do not impact their evaluations of a specific advertisement 

incorporating a CSR appeal, utilization of such an appeal was enhanced by 

two other variables, namely the perceived level of a company’s social 

engagement and the company-cause fit. Respondents’ evaluations of an ad 

employing a CSR appeal then also influenced their product evaluations, 

which in turn influenced their purchase intentions. Special emphasis should 

therefore be placed on highlighting a corporation’s CSR achievements as 

well as the congruence between the company and the supported cause as a 

means of increasing ad effectiveness. 

 

 

IMPLICATIONS 

 

The present study was able to demonstrate the benefits of utilizing a 

CSR appeal as part of a non-prescription drug advertisement in four 

important pharmaceutical markets. The model conceptualized herein 

revealed that promotional messages containing a CSR component where 

judged more favorably when consumers perceived that the advertiser 
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behaved in a socially responsible fashion. Hence, marketers who decide to 

engage in activities that go beyond their business obligations should 

increase the visibility of their CSR engagements and, in particular, select 

those causes that are most likely to resonate with consumers throughout the 

world (McWilliams et al., 2006).  

Another aspect that marketers should stress is the congruence between 

their company’s expertise and the supported cause incorporated in the ad. 

If consumers are made aware that marketers are not solely interested in 

making a profit, but also utilize their expertise for the good of society, this 

can be of significant benefit to the company. For pharma companies, health 

issues present a particularly good fit (the authors, 2017), allowing drug 

marketers to fulfill their responsibility to society by combating disease, 

reducing mortality and advancing research on rare diseases.  

The inclusion of a CSR appeal also positively affected respondents’ 

product evaluations and in turn also their purchase intentions. As 

consumers see a company’s engagements go beyond mere business 

obligations, the product is seen in a more favorable light and consumers 

are more likely to “reward” the company by purchasing the product. The 

utilized CSR claim “1 sold package = 1 vaccine against Tetanus” also 

suggested that if consumers’ are made aware of the role they can play in 

solving a social problem, their product evaluations can benefit from the 

integrated ad claim, further increasing their purchasing likelihood.  

However, certain variables were not found to have an influence, among 

them respondents’ general attitudes towards CSR, and increased 

purchasing likelihood of products from socially responsible companies. 

The former could be explained by the fact that while consumers may have 

positive attitudes towards CSR, they would rather act responsibly 

themselves than read about CSR efforts in an advertising message. 

Moreover, consumers’ might not like advertising in general or advertising 

for pharmaceutical products, explaining why their attitudes towards CSR 

did not influence their evaluations of the pharma ad which integrated a 

CSR appeal. Consumers’ general attitudes toward CSR appear to be more 

abstract and do not necessarily lead to an increased liking of a specific ad.  
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While past investigations have shown that consumers are inclined to 

reward companies for their social engagements (Becker-Olsen et al., 2006; 

Vahdati et al., 2015), recent consumer surveys did not find support for this 

claim (Nielsen, 2014). On the contrary, while consumers indicated they 

intended to purchase from socially engaged firms, this variable was not 

found to influence the likelihood of them purchasing the advertised 

product. One potential explanation might be that while consumers care 

about the environment, they are reluctant to purchase products from 

socially responsible companies as these are usually slightly higher in price 

(Kovács et al. 2016; Schlaile et al., 2016). Additionally, they may not have 

perceived themselves to be in need for a pharmaceutical at the time of 

exposure to the stimulus ad, or perhaps do not like pharmaceuticals or pain 

medications altogether, thus showing no interest in the respective OTC 

drug ad.  

 

 

LIMITATIONS AND FUTURE RESEARCH 

 

There are several limitations related to the present investigation. First, 

the present study focused on one particular industry and thus, only offers 

insights to pharmaceutical manufacturers. Second, findings are limited to 

selected countries. While four countries have been examined, follow-up 

studies might wish to explore other markets, such as Asian countries where 

consumer attitudes toward corporate social engagements may differ. Since 

a fictitious product was employed, it is advisable to replicate the study with 

an existing pharma product and also with a product that addresses different 

health concerns. The rather small sample size per country presents an 

additional limitation. Regarding the CSR initiative, while the stimulus ad 

in this investigation featured a cause that ‘fit’ the pharma company’s 

profile, it might be fruitful to test consumer responses to different social 

and even environmental engagements, both international and national. The 

proposed model could be confirmed for the whole dataset, even though 

there are some differences on a country-specific level. Due to the limited 

scope of the paper, these variances could not be discussed in more detail. 
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Additional research is needed to explore the causes for these differences. In 

addition, findings may vary based on consumer demographics, including 

sex, and age as well as educational background. To obtain more in-depth 

insights into why consumers’ attitudes towards CSR do not influence their 

ad evaluations, an alternative method might be applied, perhaps a 

qualitative approach.  
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APPENDIX 

 

Table A1. Measures of global fit for the measurement model  

(Confirmatory Factor Analysis) 

 

 χ2 df χ2/df RMSEA IFI CFI  

Sample n=242 

CFA model 1113.741 470 2.370 .053 0.913 0.912  

Notes: RMSEA = root mean squared error of approximation; IFI: incremental fit index; 

CFI: comparative fit index. 
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Figure A1. OTC drug advert incl. a corporate social appeal. 
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Table A2. Items with means and standard deviations, per country 

 

Variables and 

Items 
Austria Germany United States Brazil 

Total Sample 

 M SD M SD M SD M SD M SD 

General Attitude 

Towards CSR  

(α: .883) 

5.2667 1.64540 5.1499 1.34045 5.3750 1.47472 6.4417 .84949 

 

5.5549 

 

1.44681 

I think positively 

about enterprises 

which act socially 

responsible.  

It is important to 

me that enterprises 

increasingly 

consider social 

issues.  

        

  

Ad Evaluation  

(α: .914) 

 

4.2136 

 

1.43853 

 

3.3185 

 

1.50761 

 

3.8330 

 

1.68649 

 

3.9541 

 

1.49185 

 

3.8256 

 

1.55911 
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Table A2. (Continued) 

 

Variables and 

Items 
Austria Germany United States Brazil 

Total Sample 

 M SD M SD M SD M SD M SD 

Overall, I find the 

ad … 

favorable 

        

  

Interesting 

Positive 

pleasant 

        

  

Product 

Evaluation (α: 

.938) 

3.7237 1.46109 3.0868 1.42312 3.5330 1.70815 3.9042 1.54048 

 

3.5580 

 

1.55707 

The advertised 

product (Senza) 

makes a good 

impression. 

        

  

Senza is of high 

quality. 
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Variables and 

Items 
Austria Germany United States Brazil 

Total Sample 

 M SD M SD M SD M SD M SD 

Senza is attractive.           

Senza is appealing.           

Purchase 

Intention (α: .952) 

 

2.9611 

 

1.86563 

 

2.3978 

 

1.58756 

 

2.6444 

 

1.52056 

 

3.5722 

 

2.11629 

 

2.2298 

 

1.82947 

I could imagine 

trying SENZA.  

I could imagine 

buying SENZA.  

I could imagine 

SENZA being one 

of my most likely 

choices for my next 

purchases.  

        

  

Company-Cause-

Fit: 

 

4.2667 

 

1.86735 

 

3.2097 

 

1.92598 

 

4.0167 

 

1.70236 

 

5.2500 

 

1.86516 

 

4.1777 

 

1.97217 
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Table A2. (Continued) 

 

Variables and 

Items 
Austria Germany United States Brazil 

Total Sample 

 M SD M SD M SD M SD M SD 

I think that 

ProSante donating 

vaccines to reduce 

infant death caused 

by Tetanus 

presents a good 

match between the 

company and the 

cause.  

        

  

Increased 

Purchasing 

Intention From A 

Socially 

Responsible 

Company 

 

4.8667 

 

1.88182 

 

4.5484 

 

1.75254 

 

4.9500 

 

1.56687 

 

6.3667 

 

1.16396 

 

 

 

5.1777 

 

 

 

1.75154 
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Variables and 

Items 
Austria Germany United States Brazil 

Total Sample 

 M SD M SD M SD M SD M SD 

I would 

increasingly 

purchase products 

from enterprises 

which act socially 

responsible.  

        

  

Perceived Social 

Responsibility  

 

4.0597 

 

1.81313 

 

3.4126 

 

1.55122 

 

3.4500 

 

1.63048 

 

4.9000 

 

2.02275 

 

3.9511 

 

1.85218 

I have the 

impression 

ProSante (producer 

of Senza) is a 

socially responsible 

company.  
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Table A3. Results of the structural equation model for the complete data set and per country 

 

Path Hypothesis   Country   

 
 Austria Germany 

United 

States 
Brazil 

Total 

sample 

General Attitude towards CSR  → Ad Evaluation H 1 -.255 n.s. .050 n.s. .-.196 n.s. .110 n.s. -.081 n.s. 

Perceived Corporate Social 

Responsibility  

 → Ad Evaluation 
H 2a .340 ** .402 *** .285 ** .072 n.s. .222 *** 

Perceived Corporate Social 

Responsibility 
 → Product Evaluation H 2b .123 n.s. .159 n.s. .246 ** .197 n.s. .227 *** 

Company-Cause Fit  → Ad Evaluation H 3a .309 ** .420 *** .314 ** .114 n.s. .337 *** 

Company-Cause Fit  → Product Evaluation H 3b -.046 n.s. -.059 n.s. -.048 n.s. .244 n.s. .026 n.s. 

Ad Evaluation  → Product Evaluation H 4 .823 *** .758 *** .657 *** .615 ** .612 *** 

Product Evaluation  → Purchase Intention H 5 .771 *** .729 *** .609 *** .745 *** .703 *** 

Increased Purchase Intention 

from A Socially Responsible 

Company  

 → Purchase Intention H 6 

 

 

.086 n.s. -.003 n.s. .027 n.s. .050 n.s. .099 ** 

 

 

*** p < 0.01 ** p < 0.05 * p < 0.10 . 
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ABSTRACT 
In an era of increased consumerism and activism, luxury brands are 

often forced to become more transparent and socially responsible. The 

major issues faced by luxury brands with respect to corporate social 

responsibility are the use of animal fur and mal-treatment of animals and 

employees. The current study examines if the CSR initiatives of luxury 

brands produce real impact on CSR practices or if they represents a fad. 

For this purpose, this study has focused on gathering the perceptions of 

both employees and consumers of two luxury brands, Hermes and 

Tiffany, in two geographic areas, Mexico and France. This research has 

resulted in new findings and has come up with practical implications for 

the luxury brand managers. 

 

                                                           
* Corresponding Author Email: sandramloureiro@netcabp.pt. 
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Keywords: corporate social responsibility, luxury fashion brands, Mexico, 

France 

 

 

INTRODUCTION 

 

As Michael Rae, CEO of the Responsible Jewelry Council, points out, 

“something that is beautifully made, finely crafted, made out of rare 

materials and well designed, will account for nothing if it is also equated in 

the public mind with human rights and environmental destruction” (De 

Beers Group 2008, p. 26). In this era of increasing consumerism and 

activism, luxury brands are forced to become more transparent and socially 

responsible. The notion of responsible luxury has received wide attention 

these days, especially after the news of Gucci maltreating its employees in 

its stores and Prada and Dolce and Gabbana exploiting illegal Chinese 

immigrants in their Tuscan factories (Caixiong, 2011; Wilkinson, 2008). In 

responding to such situations, many luxury brands, namely, Armani and 

Chanel have initiated corporate social responsibility (CSR) practices. 

Consumers may respond positively to environmental claims made by these 

firms when those claims emphasize status-related benefits (Steinhart et al., 

2013).  

The major issue faced by the luxury companies is the use of animal 

leather and fur in their products, leading to extinction and endangering of 

many animal species. Recently, people prefer to buy clothes and 

accessories made of artificial leather. Figure 1 shows various forms of 

sustainable fashion. Further, in this era of social consumerism, it is difficult 

for companies to operate through unethical practices such as outsourcing 

for cheap labor. In order to keep their promises with regard to 

sustainability and social concern, luxury companies have to make their 

supply chain transparent (Loureiro, 2016). Thus, with the arrival of young 

adults as consumers, it becomes essential to cater to their need for 

sustainable fashion.  

 

Complimentary Contributor Copy



Corporate Social Responsible Luxury: Reality or Fad? 195 

While not traditionally invested in pro-environmental actions, luxury 

companies (particularly in fashion) may play an important role in 

sustainability development because of their commitment to “hand-made” 

quality, which allows them to market products designed to be “timeless” 

(Byun & Sternquist, 2011; Joy et al., 2012). Relatedly, the longer life of 

luxury products, compared to mass market ones, reduces the amount of 

waste derived from using natural resources (Guercini & Ranfagni, 2013). 

In line with this, international luxury fashion brands have, in recent years, 

significantly strengthened their commitment toward reducing their 

environmental impact (Davies et al., 2012; Janssen et al., 2014). Gucci 

launched an innovative model of sunglasses made with liquid wood, a 

biodegradable and eco-friendly material, alternative to plastic and Stella 

McCartney introduced some innovative shoes made with biological 

components thought to replace leather (Lochard & Murat, 2011). 

 

 
Source: Green Strategy, 2016. 

Figure 1. Seven forms of sustainable fashion. 

Complimentary Contributor Copy



S. M. C. Loureiro, P. Panchapakesan and M. Doignon 196 

Notwithstanding these developments, the main reason behind CSR 

initiatives is managing positive perceptions of the brand. The favorable 

brand perceptions may result in sustained employee loyalty and customer 

loyalty. Thus, CSR represents the biggest tool to enhance firm reputation 

for luxury brands (Kim, 2014). Even though many companies believe that 

engaging in CSR reduces their cost and eliminates waste, the most 

common way in which they integrated sustainability is to modify the 

mission and values and external communication to include sustainability 

aspects. Thus, CSR strategies have been used by luxury firms to 

demonstrate their concern for environment and local communities to 

external stakeholders. Only a few companies invest in CSR to realize real 

change. According to Deloitte (2017), building a sustainable supply chain 

is one of the five ways to create value through social impact. Therefore, 

despite being a marketing tool, investing in CSR practices will be 

beneficial to the brand, its employees as well as its customers.  

The current research, while aiming to highlight the importance of CSR 

practices in the luxury industry, examines the perceptions of employees 

and customers of luxury firms about the need for CSR practices. In order to 

achieve these objectives, the current study has chosen to gain insights from 

two important stakeholders of luxury firms, employees and customers 

across two geographies, France and Mexico. Here we also chosen to 

collect data on two luxury firms, Hermes and Tiffany. 

 

 

THEORETICAL BACKGROUND 

 

The existing literature indicates that consumers generally see luxury 

and sustainability are not compatible concepts (e.g., Beckham & Voyer, 

2014). Whereas CSR emphasizes the welfare of society and environment, 

reflecting self-transcendence values, luxury tends to be associated with 

consumer’s own interests and well-being such as concepts of conspicuous 

consumption (Han et al., 2013), hedonism (Hagtvedt & Patrick, 2009), and 

success (Mandel et al., 2006), which indicate self-enhancement values. 

Thus, CSR-associated self-transcendence values seem to be in conflict with 
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luxury-associated self-enhancement values (Schwartz, 1992; Torelli et al., 

2012). 

The main benefits of luxury brands seem to be both functional and 

psychological. Luxury brands offer excellent quality and sensory 

gratification to consumers (Chevalier & Mazzalovo, 2008). Janssen et al. 

(2014) found that both scarcity and ephemerality dimensions of luxury 

products influence consumers’ perceptions of the fit between the notions of 

luxury and CSR, which in turn influence consumers’ attitudes toward these 

products. However, low quality brands will reap negative returns from 

their CSR activities (Bhattacharya et al., 2011). 

Consumers often create expectations about the quality of luxury brand 

even before consumption, based on extrinsic characteristics such as price 

information or brand name (Jain & Posavac, 2001). Thus, many luxury 

consumers do not see environmental protection as a factor of primary 

importance and emphasizing sustainability may lower their overall 

perception of luxury goods’ quality (Achabou & Dekhili, 2013). In 

particular, it seems that consumers with higher brand knowledge have 

stronger brand preference than consumers with lower brand knowledge 

(Kirmani et al., 1999). Moreover, consumers with a high level of brand 

knowledge are particularly concerned about the status signaled by that 

brand, which might be undermined by the brand’s association with a green, 

non-luxury brand (Fuchs et al., 2013). 

CSR practices in luxury branding have been under-researched. These 

studies have usually explored the drivers of luxury consumption (e.g., 

Loureiro et al., 2017) in different countries and among generations (e.g., 

Loureiro, 2016). However, it is essential to go one step further to 

understand the motivations of luxury brands in pursuing such socially 

responsible endeavors. The consumer perceptions of luxury brands as well 

as the opinions of employees will provide a holistic view of the CSR in 

luxury branding. Thus, the current study explores the notion of sustainable 

fashion by examining the CSR practices of two firms, Hermès and Tiffany, 

from the perspectives of both employees and customers, in two culturally 

diverse geographies, Mexico and France.  
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CSR ACTIVITIES OF LUXURY BRANDS:  

HERMÈS AND TIFFANY & CO. 

 

The Case of Hermès 
 

Hermès is a familiar French company, created in 1837, which started 

its business by producing accessories for horses. But once the 

modernization started to appear with the creation of cars, the brand had to 

adapt to survive and began producing other ranges of products such as bags 

and gloves. Quickly it developed itself to become one of the most 

important luxury brands in Paris. Today, this luxury giant is present almost 

all over the world and has yearly sales of US$5.2 billion and profits of 

US$1.2 billon (Forbes, 2017).  

Hermès has a strong communication about the activities it undertakes 

for the environment (which are listed as follows), as well as for the local 

communities in which it operates for its production, even if most of it is 

made in France. 
 

 Use the cleanest technologies available and product that best 

preserve the environment. 

 Control energy use and the respect of natural resources. 

 Control waste, recycle (Petit H collections are made of the extra 

materials not used). 

 Avoid accidental pollution and limit noise. 

 Promote the emergence of local skills in the communities they 

operate in by employment and training partnerships. In addition, 

try to use as much as possible local sources in order to contribute 

to local economic life. 

 Adhesion to international principles like child labor, 

discrimination, forced labor and freedom of association. 
 

Moreover, Hermès launched in 2008, a foundation which encourages 

artistic development like photography, design and plastic arts. This 

foundation supports some projects for biodiversity, for example: 
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 The silk from Les Hellenes supports the local communities in 

Greece where silk is produced. 

 Researching the know-how that affects less biodiversity. 

 “Pour un sourire d’enfant,” Hermès Supports the ONG that helps 

kids in Cambodia. A biological agriculture project in India 

supported by an ONG that teaches families how to cultivate on 

their own. 

 Help Bolivian culture to create a green label of craftsmanship, as 

well as helping Indian, Pakistani and Kenyan nomad communities. 

 Support to WWF to reduce illegal commerce of wildlife animals, 

by exchanging information online and having guidance from 

professionals. 

 

At first sight and thanks to great communication strategies, Hermès 

looks like a remarkable brand on a CSR basis. Nevertheless, as it is for 

many other luxury brands, these activities are taken as a marketing 

campaign rather than a real attempt to help. For all the efforts undertaken 

by the brand, it still lacks presence in sustainability indices such as Dow 

Jones Sustainability Index. Furthermore, all the CSR activities which are 

undertaken are about research and financial support which we never hear 

about besides on its Sustainability Report, and there is no evidence of any 

real-time environmental impact. Furthermore, to keep its exclusivity, the 

brand burns all of the products unsold of the season, which creates 

pollution of course but also destroys materials that could be reused, 

causing pollution to the environment.  

Finally, Hermès has been hugely criticized on the past years, not only 

for the materials they use but for the way they procure them. Recently, 

singer Jane Birkin after whose name the iconic bag of the house, the 

“Birkin,” was named, decided to prohibit the brand from using her name as 

she wanted to raise her voice against animal cruelty. However, these issues 

are not yet sufficiently important for people to stop buying Hermès 

products as they are not really aware of the production process but with the 

new generation customers, who demand transparency, the brand will surely 

have to review its CSR activities.  
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The Case of Tiffany & Co. 

 

Tiffany & Co is an American brand created in 1837. This is a jewelry 

company, well-known for its diamonds and engagement rings in a little 

blue box wrapped with a white ribbon. But it was in 1878 that Tiffany & 

Co became popular because of its Tiffany Diamond, a yellow diamond of 

128.54 carats and 82 shining facets. After that, the brand launched its 

engagement rings collection and became the reference all over the world 

for love and marriage. Today, Tiffany & Co has a worldwide distribution 

and achieves a yearly sales of US$4 billion, with a profit of US$446 

million (Forbes, 2017). 

Tiffany’s is a famous brand and every girl would like to receive 

someday a Tiffany Diamond. Sustainable practices are part of the 

organization’s culture, with a special department dedicated to these issues. 

The CSR activities undertaken by the brand are remarkable, which are 

listed below. 

 

 Responsible Mining: Source of the majority of the rough diamonds 

is from mines known and recycled sources. Understanding of the 

social, economic and environmental impact of the mining 

processing to create positive impacts from the mine to the 

customer. 

 Diamonds are sourced from countries participants in the 

Kimberley Process Certification Scheme. Own process of control 

to ensure human rights and the environment is protected. 

 Investments in local communities where they operate and local 

hiring. 

 Protection of Yellowstone National Park and Bristol Bay from 

mining. 

 Blue Boxes and bags sustainable. Sourcing paper from responsibly 

managed forests and recycled paper. 

 Monitoring of the supply chain. They manufacture the majority of 

the products in-house, cut and polish the diamonds. 
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 Social accountability program to ensure that vendors in the 

program protect human rights, labor and environmental standards 

worldwide. 

 Reduce energy usage and greenhouse gas emissions. Pledge of net-

zero greenhouse gas emission by 2050. Thus, green building and 

renewable energy use and proactive environmental management 

are the brand’s pillars. Setting goals procuring 100% of the 

electricity coming from renewable sources, like using solar arrays 

in some locations. 

 Employees that share the same values of respect, inclusiveness, 

excellence and responsibility. 

 Respect of the laws, customs and values of the communities they 

operate in. 

 Welcome diversity in all its forms and emphasize in 

professionalism in a respectful, inclusive and fair work 

environment. 

 Support local communities by supporting nonprofit organizations 

and civic institutions and use corporate gibing programs. 

 

Tiffany & Co even launched a foundation, in 2000, seeking to preserve 

the world’s most treasured landscapes and seascapes. The brand does not 

only takes measures to protect the environment, they makes projects to 

recreate what has already been damaged. 

 

 Urban Parks: To focus on the rehabilitation, protection and 

creation of public urban green spaces. 

 Coral Conservation: To support organizations that work to 

improve the health of oceans, preservation and management of 

coral reefs. Education of the importance of the corals and marine 

ecosystem and support research of oceans’ health. 

 

While the press only talks about Hermès’ damages to the planet, 

Tiffany & Co´s popularity is growing within Green associations and 

activists. It is clear that a diamond brand cannot be a hundred percent green 
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because of the mining activities, yet, the positive actions it is taking to 

repair de damages made on our planet are remarkable. Tiffany & Co is not 

only using all the possible resources it has to preserve the environment, 

they are also using them to repair the harm already made by launching 

projects to repair maritime fauna and flora but restoring public gardens in 

the cities. 

Another remarkable fact of this brand is its full transparency. The 

company knows and accepts the harm mining does to the environment and 

it talks openly about it. But, to restrict the damages made, Tiffany 

undertakes many actions, like reporting all the rough diamonds’ source 

from only known mines from countries which are part of the Kimberley 

Process Certification Scheme, which consists in certifying the diamonds as 

conflict-free. Tiffany does not extract its diamonds from mines like 

Zimbabwean or Angolan where there are human rights abuse. They do not 

purchase from suppliers who cannot give proof that the diamonds were not 

brought from those countries. 

Tiffany has taken a road all luxury brands should follow. With an 

annual profit of only around 9% of its sales, the brands undertake more 

sustainable actions than other brands who make profits three times more 

than Tiffany (e.g., Hermès). 

 

 

CULTURE, DEMOGRAPHICS AND LUXURY CONSUMPTION: 

FRANCE VS. MEXICO 

 

Mexico is a country located between USA and Latin America, very 

famous for its culture and landscapes. This country is considered as an 

international power today and the second biggest economic power in Latin 

America after Brazil, thanks to its free trade agreements with more than 40 

countries all over the world. Nevertheless, it is still one of the poorest 

countries and with the biggest inequalities, with more than half of its 

population below the poverty line for 1 percent having half of the 

countries’ wealth. This very small percentage is the side of the population 
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that wish to differentiate from the others and buy luxury products such as 

cars, watches which give them a certain economic rank just by looking at 

them. Actually, in 2017 previsions said over 265 000 billionaires should be 

living in Mexico (Journal du Luxe, 2016). Mexico is the first market for 

luxury goods in Latin America. Over 40 millions of Mexicans between 25 

and 50 years old participate actively to the development of this industry. In 

2014, Mexico reached 14 thousand millions of dollars in luxury goods 

sales. Mexico is an important market for the luxury industry which keeps 

growing each year (Luxury Society, 2014).  

As we are speaking about the luxury business in Mexico, it is 

interesting to describe the level of operation the two brands we are 

analyzing have in this country. 

 

 Hermès: four stores in Mexico and two in the rest of the country. 

In 2015, 884 m euros turnover in Americas, 18% of sales. Mexico 

made in 2016, 13 467 481.27€ of sales. 

 Tiffany: 6 stores in Mexico City and 5 in the other states of the 

country. In 2015, Latin America made 244 014 millions$ of sales, 

which represented 5.74% of the worldwide sales. As Latin 

America only has 6 other stores in Brazil and Chile, we can say 

that Mexico represents more than half of Latin America’s sales. 

 

Concerning sustainability, Mexico is one of the most polluted cities in 

the world, and as an emerging country, it is not focusing on ecological 

issues, even if some changes are made over the years, for example: 

 

 Limitation of cars driving into the city depending on the days to 

avoid over-pollution and traffic congestion. 

 The implementation of the use of bicycles. 

 Separation of organic and non-organic garbage. 

 The interdiction of cutting trees or the law forces to replant another 

one. 
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It cannot be seen as an actively green country as it still has many 

changes to make drastically but the conscientiousness is rising and some 

measures are taken anyways. Finally, regarding sustainable luxury, Mexico 

isn’t home for any important international luxury brand, it welcomes 

foreign luxury brands only, so the fabrication not being made their, we 

cannot talk about sustainable luxury. In the mind of the Mexican 

consumer, the most important thing is not the sustainable side of the goods, 

but the social appurtenance they will get by using it and the experience 

they will have by entering a luxury store. 

France is a European country, one of the first international powers 

thanks to the European Union, it has one of the strongest economies with 

the Euro (€) and it is an important player in the exchanges worldwide. 

France is the 9th largest economy in the world and 3rd in Europe. Its GDP 

per capita is four times bigger than the Mexican one and its GDP is twice 

the Mexican one. France is a very touristic and famous destination, mostly 

because of Pairs, the city of love, but now its smaller cities are starting to 

make noise like Bordeaux, nominated the second destination in 2016 by 

the NY Times after Mexico. 

France is well-known for its fashion culture, it is the homeland of the 

most important fashion institutions in the world, like Chanel, Dior, 

Hermès, Louis Vuitton, etc. According to the INSEE, the turnover 

generated by French fashion industry is over 34 billion euros and offers 

more than 130 000 jobs. According to Deloitte, France is the country with 

more shares of the top 100 luxury goods sales, with 23.5%, followed by 

US with 19.5% and Italy with 17%, and a luxury sales growth of 6,7% in 

2014. Finally, it has by far the largest luxury goods companies' size, with 

5.2 billion DLRS, almost twice bigger than the second largest.  

Regarding the two brands we are analyzing, their level of operation in 

France is not as similar as for Mexico, because Hermès is a French 

company and so, most of its stores are in this country. 

 

 Hermes: stores in 22 cities of France, 3 in Paris and 31 in the rest 

of the country. In 2015 
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 France made 684 €m of revenue. 33% of its sales is made in 

Europe. 

 Tiffany: 4 stores in Paris and 1 in Nice. In 2013, Tiffany made 

around 30 €m of revenue (Tiffany’s Financial statements). 

 

The challenges for France in the luxury business since 2015 have been 

increasing because of the terrorist attacks, the tourism industry slowed 

down. This had an important impact on luxury brands, with their flagship 

stores in Paris (Hermès, Louis Vuitton, etc.), some stores suffering for 

sales down up to 20%. Indeed, the huge strikes during 2016, due to the 

change in work laws made Paris a less attractive destination. Considering 

that a huge part of luxury goods sales in France are made by tourist who 

desire to buy directly from the flagships, mostly Asian tourists, it was 

harder for these brands to achieve their financials goals. Yet, France is now 

recovering from these events and tourists are starting to come back. As 

said before, France is one of the first touristic destinations for its culture, 

architecture and landscapes and Paris is not anymore the only city 

foreigners visit, Bordeaux or St Tropez features as high standard 

destinations. Further, the local consumption is remaining strong and 

sustain the growth of the industry. 

Concerning sustainability, France is very concerned about this topic, 

and even more now with its new president Emmanuel Macron who is 

decided he will help « make the world great again». It is a developed 

country, with a stable economy and so, the government has been taking 

sustainable measures for the past years, among many others: 

 

 No more plastic bags in the supermarkets. 

 The development of eco-cars and bicycles, and shared transport 

like Blablacar. 

 Norms of interdiction for the use of pesticides 

 

About sustainable fashion, French citizens have grown with a more 

eco-friendly mind, seeking for brands following their vision. So, to adapt 

to its clients, some fashion luxury brands start to make their strategy more 
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eco-friendly, for example Hermes with the development of green projects 

like: 

 

 Green craftsmanship 

 The respect of natural resources and control energy use 

 The control of waste and possible recycling (Petit H) 

 

 
Source: Hofstede, 2017. 

Figure 2. Hofstede’s Cultural Dimensions. 

Culturally, France is similar to Mexico in some points like the 

reticence to uncertainty to the high power distance, nevertheless, France 

has a way more strict and independent culture as Mexico which is more 

relaxed and based on self-satisfaction (see Figure 2, Hofstede, 2017). 

 

 

SUSTAINABILITY PERCEPTIONS OF STAKEHOLDERS 

 

Employee Perceptions 

 

Employees of both companies, 3 from each were interview about the 

perceptions of CSR. The persons interviewed were only women between 

30 and 50 years old as the office of Hermès Mexico is mostly composed of 
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women and the Tiffany & Co stores as well. 2 out of 3 women from 

Hermès were Mexican and the other one European and the same for 

Tiffany with 2 Mexican and 1 French. They responded that the brand they 

work for was socially responsible and no brand was better than it. Out of 

these respondents, only one person responded that she had other factors 

such as compensation, nature of job, etc. which were important to her 

while selecting her prospective employer than the issue of CSR. 

Employees were not transparent in sharing their perceptions of CSR 

activities of the firms they were working for. In other words, they follow 

social norms and give socially acceptable responses. So, CSR proved to be 

a good marketing strategy for Hermes to maintain its reputation with the 

exception of Tiffany.  

The CSR strategies Tiffany employees knew about were: the 

renovation of old monuments, the protection of maritime life and the 

prohibition to extract diamonds from mines where there is human abuse. 

Hermès’ employees were aware of Hermes helping local communities to 

get education and the control of provenience of raw materials. One of the 

respondents mentioned Hermès helped the environment but did not know 

how. These findings suggest that employees in general were not aware of 

CSR initiatives undertaken by the companies, which in turn shows that 

firms did not find it necessary to communicate their CSR strategies to their 

own employees and educate them. The luxury brands which did not 

seriously take up CSR, did not find it important to invest in involving their 

employees in implementing CSR strategies. Thus, it is an indicator of the 

level of CSR commitment by luxury firms. 

 

 

Customer Perceptions 

 

About 100 customers were interviewed to gather their perceptions 

about CSR activities of luxury companies. With this we were able to see 

what customers think of luxury brands and CSR in general but also what 

they expect from Hermès and Tiffany & Co in the future concerning 

Corporate Social Responsibility. As discussed in Section 4, Mexico and 
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France have very different cultures; France is more focused on work, 

independence, savings and long- term vision and Mexico is a collective 

society and self-satisfaction based, spending their money in what makes 

them happy instead of saving. 

The results varied based on culture/ geography. Almost half of the 

Mexican respondents mentioned during the interviews that they do not buy 

from any of the two brands. Meanwhile, 46 of 59 French respondents said 

that they do buy from these brands. The concept of luxury is ingrained 

among the French people and they are proud to choose a French brand 

when presented with one. Mexicans may prefer to buy from both American 

and non-American brands as there are few internationally known Mexican 

luxury brands.  

Another interesting finding from the analysis is that almost 58% of 

respondents were not aware of the CSR strategy used by luxury brands 

they consume. As suggested by Loureiro (2016), brands should tailor 

communication strategies towards their target markets to improve their 

image and market share. As the new age millennials become young adults, 

it is essential that luxury brands reposition themselves through the values 

they represent, to provide a reason for patronage. 

French people believe Hermès is better than Tiffany in this aspect 

while for Mexicans it is the other way around, indeed not even one 

Mexican person voted for Tiffany as a non-responsible one. As we 

analyzed earlier, Tiffany is considered by every green foundation and 

sustainability indices as very active on the sustainability side, while 

Hermès is rather criticized for its practices. We could conclude that French 

customers are blinded by the traditional side of Hermès and because of it, 

they believe it is a responsible company. 

Almost 80% of the total respondents assured they would buy more 

from these brands if they continued to focus on ecological brands. 

Nevertheless, around 90% of consumers mentioned that price and quality 

were more important than CSR practices of brands. Thus, as in the case of 

employees, consumers they provide socially acceptable responses. This 

finding shows that more than price and quality, luxury brands have to 
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emphasize on their CSR activities in order to match the values of 

millennial consumers. 

Finally, almost half of French respondents named French brands such 

as Hermes, LVMH, Dior, Chanel or Cartier as the most ethical brands they 

ever knew. French people clearly indicate their favorable perceptions for 

French brands. Such could indicate that international brands lack clear 

communication strategies with respect to French market, for example these 

brands may need French taglines and slogans instead of using English as 

their standard communication language. Concerning Mexicans, 26 out of 

41 respondents did not know about the socially responsible brands. Among 

other respondents, Stella McCartney was rated as the most ethical brand, 

followed by Apple, Tiffany, etc. For Mexicans, sustainability is not a way 

of life and luxury brands which are present in Mexico do not focus on 

sustainable fashion. Thus, in both markets, luxury consumers are not aware 

of CSR strategies used by brands.  

 

 

CONCLUSION 

 

This study examines CSR in the luxury goods sector through two case 

studies of Hermès and Tiffany & Co. This is one of the first attempts to 

consider both employees’ and consumers’ perceptions of CSR practices in 

luxury branding.  

The major findings and implications of the study are: 

 

 Though employees and consumers initially claimed that CSR was 

very important in their decision to work or buy from a luxury 

brand, they later stated other factors which were more important in 

their decision making. This finding shows that though respondents 

provide socially confirming responses, they have different 

motivations to work or buy from these brands. It is important for 

luxury brands to highlight their environmental and social concerns 

as a differentiation strategy, rather than talk about price and 

quality. 
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 The internal and external consumers were not aware of CSR 

practices of the brand they were associated with. This shows that 

companies lack clear communication strategies to spread 

awareness of their CSR activities. Many companies integrate CSR 

into their external communications and fail to educate their internal 

customers, which shows that these companies use CSR as a tool to 

build reputation rather than a method to guarantee long-term 

success. 

 French consumers are loyal to French brands, irrespective of the 

CSR orientation of the brands. This shows that international brands 

have to tailor their communication strategies to French market to 

promote awareness of their marketing campaigns and CSR 

activities. 

 Though luxury consumers in Mexico are not aware of the 

importance of sustainable practices, they may very soon demand it 

in order to mitigate the increasing pollution levels in the country 

and also in an attempt to catch up with global trends. 
 

Despite these interesting results, this study has limitations. It has taken 

into account the responses of only 6 employees, which is a very small 

sample. Further, even though 100 consumers were interviewed, they were 

chosen based on convenience sample. Finally, these findings are based on 

qualitative analysis of interviews. Hence, future studies could be 

undertaken to overcome these limitations. Future studies could specifically 

research about the employees and consumers in different countries. The 

comparison between the perceptions related to luxury products and luxury 

services (such as luxury hotels, luxury cruises, etc.) would also be 

interesting. 
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ABSTRACT 

 

Corporate Social Responsibility (CSR) is a transformation of 

corporate culture ranging from the pursuit of value and maximum 

economic benefit to the commitment to contributing to sustainable 

development, collaborating with different social agents, governments, 

international organizations, global civil society and social movements. 

CSR is a more effective alternative to minimize the negative impacts of a 

company’s activity and generates a shared value between the company 
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and society. The rise in world population, increasing urbanization and 

volume of construction has accelerated over the last 50 years. This 

situation leads to the need to systematize the use of limited resources. 

Increased demand for natural resources threatens the global economic and 

social balance and the construction sector is an important sector 

contributing to the depletion of energy and resources, it is therefore 

imperative to change the strategy and decision-taking in this sector. 

Construction has an important effect on other sectors and its socially 

responsible performance should be holistic. But these companies 

encounter obstacles, often related to the internal workings of the company 

such as its attitude of the top management, no clear lines of responsibility, 

financial constraints and external causes like the absence of initiatives 

and government incentives. Nowadays, lines of public action are aimed at 

promoting CSR from different European public policies. In this respect, 

the public administrations themselves should set a good example in 

public procurement processes, setting standards e.g., to reduce energy 

consumption or promote the use of renewable sources and to enforce 

existing regulations and combat corruption. Based on these premises, the 

objective of this work is to reflect on the importance of CSR in the 

objectives and strategies of companies in the construction sector. There is 

a summary of the lines of action on CSR recommended by the European 

Union, based on the definition of CSR set out by the European 

Commission. This definition has two dimensions, one internal such as 

human resources management, occupational health and safety, adaptation 

to change and management of environmental impact and natural 

resources and an external dimension including the development of local 

communities, collaboration with business partners, suppliers and 

consumers, and linked to human rights with the adoption of codes of 

conduct, thereby helping to solve some global ecological problems. 

Changes in the conception of sustainability, evaluation systems and the 

use of sustainability indexes are analyzed here and there is also an 

explanation of the evaluation of the life cycle of materials and products 

used in the construction industry. All this is framed in the context of 

Spain as the construction sector plays an important role within the 

business structure of Spain and is closely related to other sectors, 

especially the tourism sector that demands various kinds of services. 

 

Keywords: corporate social responsibility, construction sector, 

sustainability, Spain 
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INTRODUCTION 

 

In recent years, the world population, urbanization and volume of 

construction has been increasing. All this contributes, at the same time, to 

an increase in the use of resources that, being limited, need to be 

responsibly used so as not to endanger the global socioeconomic balance 

(Lasvaux et al., 2016). 

Companies use a large part of the world’s resources and generate 

negative externalities that need to be be eliminated or reduced. However, 

this is not only an environmental issue and it is necessary to do more and 

integrate other aspects into business strategies so that companies show a 

sincere commitment to society. From this perspective, Corporate Social 

Responsibility (CSR) may be the most viable action proposal. 

Quazi & O'Brien (2000) consider CSR to be a paradigm shift in 

business actions that have an effect across all domains. CSR becomes a 

more effective alternative to minimize the negative impacts of the activity 

and generate a shared value for the company, all stakeholders and society. 

CSR highlights the current changes in the socioeconomic, political and 

legal model and redefines the role of companies, the state and, in general, 

all public and private agents (Mira Vidal, 2012). 

According to Dahlsrud (2008), despite numerous efforts to agree on a 

clear and impartial definition of CSR, there is still some confusion 

regarding the concept, but the problem is not how it is defined, but how it 

is socially constructed in a specific context. 

The concept of Corporate Social Responsibility (CSR) has evolved in 

recent years, from the personal responsibilities of the entrepreneur to social 

responsibility in its broadest sense (Carroll, 1999, Kotler and Lee, 2005, 

Lozano 2006, Waddock 2004; Wood, 2010). 

Sarkar & Searcy (2016) understand that, despite the number and 

heterogeneity of CSR definitions over the years, there are six recurrent and 

enduring dimensions underpinning the concept of CSR: economic, social, 

ethical, stakeholders, sustainability and a voluntary nature. However, other 

research is more specific, considering that, in accounting management, 

CSR has mainly focused on integrating sustainability into management 
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control systems (Soderstrom et al., 2017). Research findings of Chatzoglou 

et al. (2017) suggest that there are three factors with a direct effect on CSR 

implementation which are: CSR awareness, the relevant cost of CSR and 

appropriateness of CSR strategies, and one factor, knowledge of CSR, has 

an indirect effect. Furthermore, CSR implementation seems to have a 

positive effect on employee commitment, customer satisfaction and 

company reputation. 

The European Commission (2001:6) defines CSR in the following 

terms “…companies integrate social and environmental concerns in their 

business operations and in their interaction with their stakeholders on a 

voluntary basis”. In its internal dimension, CSR includes adequate 

management of human resources, health and safety at work, adaptability to 

change, management of environmental impact and natural resources. 

Among the concerns in its external dimension are: the company’s role in 

the development of local communities, the choice of business partners and 

suppliers, awareness of the demands of its consumers, its concern about 

human rights issues and global ecological problems. Therefore, a change of 

attitude of companies requires two types of actions: one, of an individual 

nature, in which the company acts by including among its objectives key 

aspects of CSR; and another, of a collective nature, involving the public 

sector, business associations and other groups (González Morales, 2008). 

A decade later, the European Commission (2011:6) gives a new 

definition of CSR focused on its impacts on society. Companies should 

respect legislation and integrate social, environmental and ethical concerns, 

respect for human rights and consumer concerns into their business 

operations and their core strategy, in close collaboration with stakeholders, 

with the aim of maximizing the creation of shared value for other 

stakeholders and society in general with a long-term vision and identify, 

prevent and mitigate their possible adverse consequences. 

There is research that considers that corporate size is an element that 

may impede the adoption of strategies and the introduction of CSR 

objectives in small companies. For most small and medium-sized 

enterprises (SMEs) the adoption of CSR actions remains informal and 

intuitive, while in large companies it has been implemented with less 
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difficulty. However, Baumann-Pauly et al. (2013) conclude that small 

firms have organizational characteristics that favor the implementation of 

internal CSR practices where as large companies promote external 

practices that include CSR reporting. Besides which, stakeholders linked to 

construction companies play a predominant role in decision-making 

regarding the socio-environmental impacts derived from the activity. 

The different public administrations promote awareness of the 

importance of CSR where policies are oriented towards an integrated 

management of CSR in companies as a long-term strategy that translates 

into economic and social benefits. In this respect, public institutions 

transform the context of business decision-making. Companies incorporate 

CSR into their objectives when they meet the expectations created by 

public policy initiatives (Lizcano & Moneva, 2004; Izquierdo & Capó 

Vicedo, 2009). 

In the construction sector, the issue of CSR is becoming increasingly 

important because communities, public administrations especially in public 

tenders, workers, contractors and final consumers of the product, who are 

socially conscious stakeholders expect construction companies to use good 

practices and develop an end product in line with CSR objectives. 

Barthorpe (2010) provides data on the origin, development and growth of 

the implementation of CSR in ten of the UK's largest construction 

companies. However, Jones et al. (2006) also studied a number of leading 

companies in the same sector and concluded that these companies 

recognize the importance of CSR and their commitment to integrate it into 

their business but make relatively limited use of key performance 

indicators but their participation in the comparative evaluation was low. In 

general, CSR in this sector is still fragmented because there are a 

significant number of companies that do not know the term or do not really 

understand how to incorporate CSR in their business strategies (Loosemore 

& Lim, 2017; Watts et al., 2016). 

Martinuzzi et al. (2011) argue that CSR activities in the construction 

sector focus primarily on health and safety at work and sustainable 

construction. Jiang and Wong (2016) consider that the key factors for the 

development of CSR are protection of the environment, quality, 
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construction safety, the social environment in which they develop their 

activity, employees, customers and their own management of CSR. The 

above authors suggest that CSR is the core aspect of sustainability in 

construction work, but the problem with construction companies, and all 

other actors involved, is to establish the right paradigm to effectively 

develop and improve the performance of companies in the sector. In the 

same vein, Zhao et al. (2012) conclude that CSR is becoming increasingly 

important for construction companies and they must develop stronger CSR 

indicators. Kang, et al. (2015) analyzed the CSR practices of ten leading 

companies in the international construction market that are also active in 

Malaysia. The obstacles faced by these companies are related to the 

internal issues of the company such as the attitude of the top management, 

lack of clear lines of responsibility, financial constraints and external 

causes like absence of governmental initiatives and motivation. 

When CSR is integrated into the business objectives of the 

construction sector it has an important effect on the context, as this sector 

uses many resources to generate its final product, has an impact on the 

welfare of society and its action positively and/or negatively affects other 

economic sectors. Therefore, the objective of this work is to reflect on the 

importance of Corporate Social Responsibility (CSR) in the objectives and 

strategies of the construction sector and to particularly focus on actions in 

the area of sustainability. The second section summarizes the action lines 

on CSR recommended by the European Union. The third section deals with 

sustainability indexes. The fourth section analyzes changes in the 

conception of sustainability and evaluation systems. The fifth section 

explains the evaluation of the life cycle of materials and products for 

construction and, finally, there is a summary of the most relevant 

conclusions and proposals concerning recommendations aimed at the 

construction sector. 
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THE SPANISH CONSTRUCTION SECTOR AND  

THE CHALLENGES OF MEETING EUROPEAN 

COMMITMENTS IN THE AREA OF  

CORPORATE SOCIAL RESPONSIBILITY 

 

Until a few years ago, traditional construction practices had been 

almost exclusively guided by economic concerns with short-term results. 

These days, and especially driven by the latest economic crisis that has 

affected Spain, these practices are changing. The construction sector is 

particularly important in the Spanish economy given its connection to the 

tourism sector that demands various kinds of buildings and services. One 

of the conclusions reached by Murillo and Lozano (2006) on Spanish 

construction companies is that these companies are interested in being 

linked to CSR because it allows them to increase their levels of 

competitiveness. 

A model of sustainable construction is being developed. Sustainability 

in the construction sector is based on good business practices that respect 

and make a commitment to the environment and achieve quality and 

efficiency in the long term. Most recent research focuses on how CSR 

integrates sustainability into its dimensions, as sustainability is a key factor 

for the construction sector. 

According to the IHOBE report (2010), sustainability of construction 

works is the procedure by which all actors involved in the building 

process, according to Law 38/1999, of November 5, on Building 

Management (LOE, in Spanish), owners, planners, developers, facultative 

management team, suppliers of materials and products of construction and 

administration, integrates functional, economic, environmental and quality 

considerations to produce and renovate buildings, their surroundings and, 

therefore, their repercussions. In addition, there is a growing demand on 

the part of the public administrations and an increasing interest in some of 

these agents in designing, constructing and rehabilitating buildings so that 

they are more sustainable. 
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The team formed by the Complutense Center for Studies and 

Environmental Information (CCEIM, in Spanish) of the General 

Foundation of the Complutense University of Madrid, Green Building 

Council Spain (GBC) and the Sustainability and Architecture Association, 

produced a report called Global Change 2020-2050, specifically for the 

construction sector. This work was debated in forums developed in 2010: 

Sustainable building, revitalization and rehabilitation of neighborhoods 

(SB10Mad, in Spanish); Rehabilitation and Sustainability and The Future 

is possible (R + S = F, in Spanish); and the Current situation, news and 

environment (Conama10, in Spanish). Some of their results show that the 

construction sector has been essential in the economic development of 

Spain: its activity has been a source of employment, has helped Spanish 

industrial development thanks to the manufacture of materials and 

construction products and its movement in the real-estate market has been 

an engine of financial activity facilitating the marketing of its products. 

However, the construction sector has been involved in many processes 

where speculation has been put at the forefront, moving away from the 

social function for which it was created. This led to the bursting of a 

financial bubble that was rooted in the sector and which produced an 

exorbitant and unjustified growth of construction in Spain at the end of the 

20th century and at the beginning of the 21st century (CCEIM, 2011). In 

order to alleviate the effect of this excessive activity, companies need to be 

encouraged to behave responsibly, within a process of continuous 

improvement. 

The construction sector in Spain has a significant weight in the 

country’s Gross Domestic Product (GDP). The analysis of the evolution of 

the Gross Value Added (GVA), between 2000 and 2016, compared to the 

evolution of all branches of activity (see Figure 1), grew continuously until 

2008 with the contribution of the construction sector being higher than the 

average of all sectors. However, once the economic crisis started, the 

construction sector was more affected and its GVA decreased until 2013 to 

values even lower than those of the year 2000. The start of a recovery 

period was perceived in 2013. 
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Source: National Institute of Statistics (INE in Spanish, Regional Accounting in Spain, 

several years).(1ªE) Estimate, (P) Provisional estimate, (A) Advance estimate. 

Figure 1. Evolution of the GVA in the construction sector and all sectors in Spain 

(2000-2016). Index number, base year 2000. 

According to the Central Business Directory compiled by the National 

Institute of Statistics (INE in Spanish), before the beginning of the 

economic crisis (January 2008), the companies in the construction sector 

accounted for 18.2% of the total number of companies in Spain. In January 

2016, this figure was 12.6% of all companies, meaning a reduction of 

215,414 companies in the period. If one compares the size of companies in 

this period, one can see the important weight of companies without 

employees and microenterprises in Figure 2, as well as the fact that the 

economic crisis has affected the business structure of the construction 

sector by reducing the size of companies. One of the explanations given by 

the employers is that they had to make employees redundant to keep the 

company going in the hope of better future economic conditions. 

The European Union recommends CSR action lines in Europe 2020 

(European Commission, 2010:3) “… with three mutually reinforcing 

priorities: ...Smart growth: developing an economy based on knowledge 

and innovation… Sustainable growth: promoting a more resource efficient, 

greener and more competitive economy... Inclusive growth: fostering a 

high-employment economy delivering social and territorial cohesion”. The 

aim is to build an economy by sustainably making the most of resources, 

developing new processes and technologies including green technologies, 

accelerating the development of European smart grids and reinforcing the 

competitive advantages of enterprises, especially SMEs.  
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Given the importance of the Spanish construction sector, it is necessary 

to analyze the commitments assumed by public administrations and to 

identify the relationship between each of the European objectives and the 

actions undertaken. The measures adopted in the Stability Program 2016-

2019, designed by the Ministry of Finance and Public Administration 

(2016), and in the different National Reform Programs in Spain, have also 

had repercussions on construction companies and have put a set of 

indicators for their self-evaluation in CSR at their disposal, as well as 

models in accordance with established international standards. 

Specifically, Law 2/2011, of 4 March, on a Sustainable Economy which 

states that special attention should be given to the objectives of 

transparency in management, good corporate governance, commitment to 

local development and the environment, respect for human rights, 

enhancing labor relations, promoting the integration of women and 

effective equality between women and men, equal opportunities and 

universal accessibility for people with disabilities and sustainable 

consumption.  

 

 
Source: Based on Data from the Central Business Directory (DIRCE, in Spanish), INE. 

Figure 2. Comparison of the size of companies in the construction sector in Spain 

between 2008 and 2016. 
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Spain has undertaken various measures in order to comply with the 

objectives of the Europe 2020 agenda. Table 1 summarizes some of the 

action lines for each of the European objectives. The National Reform 

Program for 2017 (Ministry of Finance and Public Administration, 2017) 

aims to achieve smart, sustainable and inclusive growth in accordance with 

the initiatives of the European Union. There are two noteworthy action 

lines: the first is aimed at achieving sustainable growth with greater 

competitiveness, through the Spanish Strategy for Corporate Social 

Responsibility 2014-2020; it is part of the Government's objective of 

promoting initiatives aimed at strengthening the Spanish economy and the 

second seeks inclusive growth through the creation of an agenda of new 

qualifications and jobs, which is embodied in Law 2/2011, of March 4, on 

Sustainable Economy. 

The Law of Sustainable Economy establishes that the indicators and 

reference models must also follow the recommendations of the State 

Council of Corporate Social Responsibility, constituted by Royal Decree 

221/2008, of February 15. Companies may voluntarily request to be 

recognized as socially responsible companies, in accordance with 

conditions determined by this Council. 

The five main quantitative objectives set out by the European 

Commission (2010) are: 

 

 75% of the population between 20 and 64 years old must be 

employed. 

 3% of the GDP of the European Union should be invested in R&D. 

 The “20/20/20” target for climate and energy should be met 

including a 30% increase in emissions reductions if the conditions 

are met. The European Union presented, in Paris, an emission 

reduction commitment of 40% by 2030 compared to 1990 levels. 

 The school dropout rate should be less than 10% and, at least, 40% 

of the younger generation must have completed higher education. 

 20 million fewer people must be taken out of the risk of poverty. 
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Table 1. Actions undertaken in Spain related to the three European 

objectives of the 2020 Strategy 

 

Growth European 

initiatives 

Examples of public administration actions 

S
m

ar
t 

Union for 

innovation 

Reform national —and regional— R&D systems to stimulate 

excellence and smart specialization. 

Strengthen cooperation between universities, research and 

business. 

Implement joint programming, strengthen cross-border 

cooperation in value-added areas of the European Union and 

adjust accordingly their national funding procedures to ensure 

the dissemination of technology throughout the EU. 

Implementation of the Spanish Strategy for Science and 

Technology and Innovation 2013-2020. 

Establishment of the State Research Agency. 

Youth on 

the move 

Together with the National Action Plan for Social Inclusion, 

the 2020 Youth Strategy and the Action Plans 2014-2016, 

Action Plan of the Spanish Disability Strategy 2012-2020, 

Action Plan on Drugs 2013-2016. 

S
m

ar
t 

A digital 

agenda for 

Europe 

Encouragement of e-government and digital transformation. 

Development of strategies for high-speed Internet and focus 

public funding, including structural funds, on areas not fully 

covered by private investment. 

Development of the Digital Transformation Plan of the 

General State Administration and its public bodies for the 

period 2015-2020, with the aim of promoting the deployment 

and use of modern online servicese.g., e-government, online 

health, Smart home, digital qualifications, security. 

Development of the internet connection of households as an 

essential public service as electricity, gas or telephone was. 

S
u

st
ai

n
ab

le
 

A Europe 

that uses 

resources 

effectively

Climate, 

energy and 

mobility 

Incorporation of environmental aspects into the Economic 

Policy with the aim of enabling sustainable and competitive 

growth. 

The commitments made by Spain in relation to climate 

change, emission reductions, the introduction of renewables 

according to how the degree of interconnection with the 

European market and energy efficiency has an impact on 

multiple spheres and sectors. 

Spain is committed to reducing emissions by 40% by 2030. 

In the framework of the National Energy Efficiency Fund 

(FNEE, in Spanish) and the contributions of energy trading 

companies to the FNEE include direct aid programs that are 

part of the National Plan Action Plan for Energy Efficiency 
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Growth European 

initiatives 

Examples of public administration actions 

2014-2020. This will enable Spain to meet the savings targets 

in EU Directive 2012/27 and is an important stimulus for 

investment and employment. 

The 2015-2020 Electricity Transport Network Development 

Plan aims to achieve a 20% penetration of renewable energy 

by 2020. 

Royal Decree 1007/2015, of November 6, contemplates the 

Environmental Stimulation Plan in the sector of the company 

“PIMA Empresa” (in Spanish). 

S
u

st
ai

n
ab

le
 

An 

industrial 

policy for 

the era of 

globaliza-

tion. 

Competitiv

eness 

Industry, especially SMEs, have been hard hit by the 

economic crisis and all sectors are facing the challenges of 

globalization. Production processes are being adjusted to a 

low carbon economy, but the impact of these challenges will 

differ across sectors, as some will have to reinvent themselves, 

but for others these challenges will entail new business 

opportunities. 

The Spanish Strategy on Corporate Social Responsibility has 

been launched for the 2014-2020 timeframe, which is part of 

the Government's objective of promoting initiatives aimed at 

strengthening the Spanish economy. 

Fiscal reform is contemplated by laws 26, 27 and 28/2014 and 

Royal Decree-Law 9/2015. 

Support measures for entrepreneurship have been passed in 

Law 14/2013. 

In
te

g
ra

te
d
 

Agenda for 

new skills 

and jobs 

Reduction of the early dropout rate. Enhancement of social 

insertion and lifelong learning. 

Development of Law 2/2011, of March 4, on Sustainable 

Economy. 

Development of Organic Law 4/2011, of March 11, 

complementary to the Law of Sustainable Economy, which 

amends Laws 5/2002, of 19 June, on Qualifications and 

Vocational Training, 2/2006, of May 3, of Education, and 

6/1985, of July 1, of the Judicial Branch. 

European 

platform 

against 

poverty 

Promotion of shared collective and individual responsibility in 

the fight against poverty and social exclusion, through job 

creation and job placement. 

Continue to move forward in the Comprehensive Family 

Support Plan 2015-2017. 

Development of the National Comprehensive Strategy for the 

Homeless 2015-2020. 

Source: Adapted from the Spanish Ministry of Finance and Public Administration (2017). 
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Table 2. Objectives, figures and estimates of the European Union, 

figures and commitments of Spain in 2015 

 

Nº Objectives of EU 

Member States 

Main EU 

target 

EU estimation Spain 

Objective 2015  

1 Employment rate (%) 75 73,70-74 74 62 

2 R&D (% of GDP) 3 2.65-2.72 3 1.23 

3 

C
li

m
at

e 
ch

an
g

e 
an

d
 e

n
er

g
y

 

 s
u

st
ai

n
ab

il
it

y
 

Objectives to 

reduce CO2 

emissions (%) 

-20 

(compared to 

1990 levels) 

-20 

(compared to 

1990 levels) 

-10 Action has 

been taken but 

no results yet 

Renewable 

energy 

(% 

penetration) 

20 20 20 17.3 

Energy 

efficiency - 

reducing 

energy 

consumption 

(Mtep*) 

20 

(% increase 

in energy 

efficiency 

equivalent to 

368Mtep*) 

206.9 119.9 112.6 

4 School dropout rate 

(%) 

10 10.30-10.50 15 19.97 

Higher education (%) 30.3 37.50-38.0 44 40.9 

5 Reduction of 

population at risk of 

poverty or social 

exclusion (in number 

of people 

450.000 It is not possible 

to calculate the 

result due to 

differences 

between 

national 

methodologies 

Between 

1.400.000 

and 

1.500.000 

people 

Action has 

been taken but 

no results yet 

Source: Adapted from European Commission (2010) and the Spanish Ministry of Finance and Public 

Administration (2016).* Mtep: equivalent unit of energy of oil, megaton equivalents of 

petroleum. 

 

Table 2 shows the five objectives of the Member States of the 

European Union, indicating for each Member State the number set as the 

main objective, the estimate made by the European Union and the numbers 

that Spain accepts as its commitment, reflected in the National Reform 

Program proposed for 2017 (Ministry of Finance and Public 

Administration, 2017). Firstly, it should be noted that in 2011 the target 

was set to reduce greenhouse gas emissions by 21% compared to 2005 

levels for the sectors included in the Emissions Trading Scheme, and 10% 
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in the diffuse sectors not included in the scheme. Spanish emissions are 

already below the compliance path in various sectors, according to the 

latest GHG projections presented by Spain (Ministry of Finance and Public 

Administration, 2014, p.27). Secondly, according to the Ministry of 

Finance and Public Administration (2014, p.31), the risk of poverty or 

social exclusion rate was 29.2% in 2013. The notable increase in 

unemployment is at the root of the worsening of this indicator in recent 

years. 

The Order ESS/1554/2016 of 29 September was published in Spain for 

the particular context of CSR, which regulates the procedure for registering 

and publishing reports on the social responsibility and sustainability of 

companies, organizations and public administrations (Ministry of 

Employment and Social Security, 2016). This procedure takes the Spanish 

Strategy for CSR 2014-2020 (Ministry of Employment and Social 

Security, 2015) into account, which, at the same time, responds to the 

recommendations of the European Union's Renewed Strategy on CSR 

(European Commission, 2011). The above order is the result of the 

fulfillment of the commitments agreed between the Spanish Government 

and social agents in Spain so that companies, public administrations and 

other organizations can move towards a more competitive, productive, 

sustainable and inclusive society and economy. 

However, it is necessary to take the economic situation of Spain during 

this period of time into account. The CCEIM (2011) argues that the 

bursting of the real estate bubble sent the financial sector into crisis and 

this, in turn, affected industry, real-estate and construction companies that 

managed and produced buildings. This situation has been accentuated in 

Spain by a global crisis that has left a large proportion of families in debt 

as a result of purchasing their homes. Another consequence is that the 

Building Management Law (LOE in Spanish) and the Technical Building 

Code (CTE in Spanish), which are part of the regulatory framework of the 

construction sector in the period of economic growth, have not had time to 

consolidate. The sudden and severe crisis of the sector, whose recovery is 

difficult to see in both terms of time and form, is a determining factor in 

any analysis involving considerations about the future of construction in 
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Spain. According to census data prepared by the National Institute of 

Statistics (INE in Spanish) and the number of planning permissions 

registered by the Ministries of Development and Housing from 1990 to 

2007, one can say that in a period of less than twenty years the sector built 

a third of all the square meters in existence in Spain today, by means of a 

process of exponential growth that has transformed the productive 

structure, land, material resources and energy resources. These statistical 

data coincide with Rubio de Val's opinion (2013, p. 182), stating that “in 

the last 30 years in Spain, both land and all previous history have been 

consumed”. 

The use of internationally recognized models such as the GRI 

facilitates the comparison of results and proposes a framework for the 

standardization and certification of economic, social and environmental 

information. Table 3 lists the Spanish construction companies that 

submitted reports that can be certified following the guidelines of the 

fourth version of the GRI. The integration of management procedures can 

be certified because they conform to a standardized model. According to 

GRI (2016), most of the companies which annually report their CSR 

activities are large ones. 

 

Table 3. Spanish construction companies providing  

Sustainability Reports following GRI 

 guidelines (2016) 

 

Construction company Size 

Acciona Large 

ADIF Large 

FCC Construcción Large 

Fomento de Construcciones y Contratas (FCC) Large 

Construction company Size 

Grupo ACS Large 

Grupo TRAGSA Large 

Javierre S.L. Medium 

Sacyr Vallehermoso Large 

Técnicas Reunidas (TRSA) Large 

Source: Adapted from GRI (2016). 
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Table 4. Classification of construction companies according to 

RobecoSAM 

 

Classification Company Country 

Gold Class Hyundai Engineering & Construction Co Ltd  South Korea 

Silver Class HOCHTIEF AG* Germany 

Outotec OYJ Finland 

Vinci, S.A. France 

GS Engineering & Construction Corp South Korea 

ACS Actividades de Construcción y Servicios SA Spain 

Ferrovial, S.A. Spain 

Bronze Class CIMIC Group Ltd Australia 

Samsung Engineering Co Ltd South Korea 

CTCI Corp Taiwan 

Source: Adapted from RobercoSAM (2017). 

 

Sundfors et al. (2017) focus their research on compliance with the 

certification of executed buildings. These authors conclude that most 

environmental classification systems have not developed the building 

performance monitoring system in terms of use and some of the 

established environmental qualification systems base their evaluation, to a 

large extent, on theoretical calculations and not on determinations of the 

real performance.  

RobecoSAM (2017) has designed a classification system for economic, 

environmental and social sustainability. This system divides companies 

into three categories, gold, silver and bronze, with a score of 60, 57 and 54 

points, respectively. Two Spanish companies are in the silver class (see 

Table 4). 

 

 

THE SOCIAL RESPONSIBILITY OF THE COMPANY AS 

MEASURED BY THE CONSTRUCTION SECTOR 

SUSTAINABILITY INDICES 

 

The importance of introducing CSR in the construction sector can be 

seen by the change in the incorporation of the socially responsible vision. 
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Burón Maestro (2007), sees CSR as consisting of: a) energy and natural 

resource saving, b) environmental aspects, greenhouse gas emission 

control, waste recovery, c) social issues, creation of employment, health 

and safety at work, customer satisfaction and d) economic dimension 

including productivity, efficiency in product accessibility. Curiel Carías 

(2001) believes that one should not forget that new construction, use and 

maintenance of existing buildings are activities which have a powerful 

environmental impact due to their high consumption of natural resources 

and the effects they have on the immediate landscape. In addition, there is 

a potential negative effect on users from possible unsuitable choices of 

materials, poor maintenance and poor design of buildings. In this context, 

Arnold (2017) considers that special attention should be paid to the tools 

used and how stakeholders interact, as they influence the outcome of the 

process and the positive impact of sustainability understood as a 

consequence of CSR. 

 

 

Source: Adapted from Nijkamp et al. (1990).  

Figure 3. Nijkamp triangle. 
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According to García Navarro (2012), the sum of partial or sectorial 

approaches to sustainability does not lead to a sustainable result; a global, 

holistic, joint approach is needed. The above author indicates that the 

Brundtland report is usually considered the precursor of this concept, but 

since the 1950s, in international congresses on modern architecture, the 

relationship between architecture and nature has already been discussed. 

Four of the most influential architects in the evolution of contemporary 

architecture are Frank Lloyd Wright (1867-1959), Le Corbusier (1887-

1965), Mies Van der Rohe (1886-1969), and Alvar Aalto (1898-1976), and 

one could also mention Gunnar Asplund (1885-1940), Walter Gropius 

(1883-1969), Arne Jacobsen (1902-1971), Richard Neutra (1892-1970), 

Oskar Schindler (1908-1974), Heinrich Tessenow (1876-1950) and 

JØrnUtzon (1918-2008). These architects make use of the inventions of 

their time and propose techniques of industrialization or prefabrication, 

terms that in the present 21st century are considered sustainable 

alternatives for the construction of buildings. They connect the 

construction of buildings with green spaces and match the principles of 

sunshine and hygiene, interior functionality, installations and construction 

techniques perfectly. They made advances in the field of CSR and, in the 

1970s, made use of social participation as a source of study and research. 

Examples of the user's involvement in the project, as a fundamental 

question, are the contributions of the Doorn Manifesto (Fernández-Llebrez 

Muñoz, 2013) or those of Smithson and Smithson (1994) to movements 

such as brutalism and architectural structuralism. These tendencies are 

associated with ideologies of social utopias (Alonso Pereira and Río 

Vázquez, 2013, Delgado Perera, 2016) and the universality of the 

architecture of all and for all appears as a new objective, which caters for 

the diversity of ages, sexes, disabilities, races and religions. 

The vision of sustainability in architecture is evolving taking all the 

landmarks that have been identified as enhancers of the current situation. 

In the last 25 years, eco-geo-bio prefixes have started to appear in the 

world of materials, buildings, neighborhoods and cities. They are 

sometimes used as a “label” to promote the objectives and the action 

policies directed at improving the environment, although its purpose is not 
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completely understood. Sustainability is a triangle of equilibriums between 

ecological, economic and social aspects, a space of commitment whose 

common place has been defined by the triangle of Nijkamp et al. (1990), 

which can be seen in Figure 3. Each side of the triangle is identified with 

each sustainable development objective proposed in CSR. The outer 

arrows indicate the direction in which each target is fully achieved (100%) 

and the central zone of the triangle represents the possible reconciliation 

between these three objectives, in other words, their interrelation. 

The United Nations (2003) believes that sustainable construction is the 

activity performed by construction companies that use and/or promote 

environmentally friendly materials, energy efficiency of buildings and the 

management of construction and demolition waste. The activity of a 

construction company is considered sustainable if it has respectful and 

committed approaches to the environment; proper uses of water and 

different types of energy; selects the criteria from the initial project and 

efficiently applies them during the execution of the works to the resources, 

the technologies and the materials of construction; avoids environmental 

impacts; manages the waste it generates in its life cycle; seeks to 

adequately maintain and conserve existing buildings of architectural or 

historical interest; and reuses and rehabilitates whenever it is profitable, 

making it more accessible, comfortable and healthy. García Navarro 

(2013) complements these ideas by considering the whole life cycle of the 

building or infrastructure, understood as a product of the construction 

sector, while taking into account the circumstances derived from the 

intervention and interaction of all the agents involved throughout the 

different phases of the life cycle, considering both social and economic and 

ecological aspects simultaneously. 

The general principles of sustainable construction, adopted as such by 

international standards, are now incorporated into the Spanish standards 

developed by the Technical Committee for Standardization number 198 

(CTN 198 in Spanish). The most recent standard is UNE-CEN/TR 16970: 

2016, ratified by the Spanish Association for Standardization and 

Certification (AENOR, in Spanish) in January 2017, which provides the 

guidelines for the implementation of standard EN 15804. This standard 

Complimentary Contributor Copy



Corporate Social Responsibility of the Construction Sector … 235 

covers the activities related to sustainability of construction works from an 

environmental, economic and social perspective. 

However, the construction sector has shown in the past that its ability 

to adapt to new situations does not keep pace with changes. The definition 

of sustainability also poses a challenge because it involves all stages of the 

construction process: planning, design, construction, selection of 

construction materials and products, maintenance and deconstruction, with 

the reuse of generated waste (Aguado and Gálvez, 2012). 

The 2008 Structural Concrete Guidelines (EHE-08, in Spanish) include 

the terms sustainability and CSR in the construction sector for the first 

time. This is the result of a technical debate initiated by the Permanent 

Commission on Concrete, a permanent chartered interministerial body, 

belonging to the Ministry of Development by the Technical General 

Secretariat, for the identification of new contents and criteria that should be 

considered in this new text. One of its annexes focuses on the Contribution 

Index of Structures in Sustainability (ICES, in Spanish). Among the 

competencies traditionally performed by professionals in the engineering 

and architectural branches is the interpretation of current regulations and 

the quantification or measurement of any feature or requirement. From 

their perspective, the concept of sustainability does not yet offer them the 

quantitative and objective support they require. 

Furthermore, sustainability is a relative parameter that is used for 

purposes of comparison. There are no sustainable activities in terms of 

absolute value. There are more or less sustainable activities compared to 

others. When the sustainability of two activities is quantified, they are 

compared to each other, therefore, it is necessary that the procedure is 

homogeneous and globally integrates all the aspects to be considered. The 

observation of the activity will take place over a period of time and 

consumption (spending/savings), and environmental impact 

(deterioration/corrections) is audited since this is necessary for the 

production of raw materials, manufacture of the product as such, the use of 

the end product throughout its useful life, the reduction of waste and its 

management and the elimination of the product when it is obsolete or 

unusable. All these consumptions and impacts should be taken into account 
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together with the useful life span of the product in question to evaluate the 

index to allow comparison. 

The consumer has a relevant role in this situation. Hernández Pezzi 

(2010) considers that it is much more difficult to find consumers who are 

willing to review the purchase and renovation of inefficient houses or ones 

which are very expensive to maintain when applying CSR criteria or 

seeing the value of conforming to the Building Code of Ethics, than to find 

consumers who buy vehicles by applying equivalent requirements in the 

automotive sector. 

On the other hand, the public administration also has a relevant role. 

An interesting example of a public vision that integrates this vision is the 

program called EDIFICANTE, Sustainable Renovation and Construction 

of the Andulusian Government, in the Sustainable Andalusia Program, 

passed in March 2010. This program develops a complete group of 

measurements. Its objectives are to improve quality, promote innovation, 

increase safety, improve access to finance and loans for SMEs, use energy 

efficiency in educational and health centers and improve mobility and 

transport. The program takes into account the renovation of residential and 

urban areas and uses terms such as ecopolis, innopolis, ecobarrios, 

logistics, mobility and systematic bicycle transport networks. It sets out an 

ethical commitment with applied intelligence to a sector that needs to be 

innovative, in this case the construction sector, in which quality comes 

before quantity. 

Alfaya Arias (2012) believes that this general awareness, which is 

promoted in the second decade of the twenty-first century, is a historic 

opportunity of great responsibility and which should be supported by data 

or indicators that aim to verify the suitability of the constructive solutions. 

This criterion is shared by Burón Maestro (2012) to show his conviction 

that the desire for continuous improvement makes it possible to envisage 

ways to perfect the construction sector. A good way to improve the sector 

is to calibrate innovations that lead to new solutions. The sustainability 

indexes, drawn up from the point of view of the essential characteristics 

that make up the concept of CSR, thus become instruments that objectively 

measure the goodness of each solution. 
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According to the technicians participating in the sustainable 

construction website of the Tecma Red group (2013), it is necessary to 

establish a series of basic criteria that allow analysis and measurement at 

the beginning of the construction process and throughout the useful life of 

the buildings. Considering the resources available in the construction cycle 

(energy, land, raw materials and water), they establish five basic 

sustainable criteria: 1) Degree of occupation of the territory, 2) 

Contribution to climate change, 3) Variation of the natural cycle of water, 

4) Modification of the cycle of materials and 5) Quality of living spaces. 

The achievement of these should be met by means of specific actions in 

order to know the degree of sensitivity towards the sustainability of the 

companies in the construction sector (see Table 5). 

According to Wen-Hsien et al. (2011, p.3228), the construction sector 

of the industrialized countries in 2007 accounted for 40% of primary 

energy consumption and 36% of CO2 emissions. Tax policies have been 

introduced to tax the emissions to try and reduce these values,, which is a 

financial burden for companies that consume a lot of energy. But the 

construction sector is also responsible for the consumption of raw materials 

and water, waste generation and land use, so implementing environmental 

design criteria in the project and in the construction of the structure will 

have a great impact on the sustainability of buildings (Nässén, et al., 2007, 

Pacios-Álvarez and Martos, 2008). Oteiza and Alonso (2008) provide data 

from the United Nations Environment Program (UNEP) and the 

Organization for Economic Co-operation and Development (OECD) which 

state that the constructed environment represents an energy consumption of 

25% to 40%, a solid waste load of 30% to 40% and a greenhouse gas 

emission load of 30% to 40%. These data show how essential it is to use 

CSR criteria in the construction sector. 

Bob et al. (2016) describe the structure of sustainability in the 

construction sector, indicating objectives, dimensions, requirements and 

phases as shown in Figure 4. This structure has a dual objective, one of 

which is centered on the current generation and future generations with 

environmental, social and economic dimensions —— and the other 

centered on requirements derived from their corresponding indicators. This 
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vision ranges from design to demolition and the subsequent reuse of the 

waste products that are generated at the end of the useful life of the 

building. 

 

Table 5. Measures to achieve compliance with the basic sustainability 

criteria in the construction sector 

 

Basic criteria of sustainability in 

the construction sector 

Actions 

Correct integration into the 
physical environment 

Restriction on land use 

Reduction of fragmentation 

Prevention of toxic emissions 

Conducting geobiological studies 

Conservation of natural areas and biodiversity 

Adequate choice of materials and 

processes 

Prohibition on the use of potentially hazardous materials 

Effective use of non-renewable materials 

Enable reuse and recycling 

Preferential use of materials from renewable resources 

Use of materials with low toxic emissions 

Increased durability, transformability and flexibility 

Increase in the useful life of the materials by promoting an 

increase in quality 

Basic criteria of sustainability in 

the construction sector 

Actions 

Efficient water and energy 

management 

Reduction of consumption in non-renewable sources 

Decrease in CO2 emissions and toxic substances (NOx and SOx) 
in the atmosphere 

More building insulation, natural ventilation, etc. 

Use of renewable energies 

Water consumption reduction 

Planning and control of waste 
generation 

Reduction of inert waste by reduction in its origin and 
promotion of recycling 

Physical and functional flexibility and adaptability 

Adoption of project criteria to facilitate the dismantling and 

selective separation of waste during the rehabilitation and 
demolition processes 

Creating a healthy interior 

atmosphere 

Use of materials with low toxic emissions 

Optimization of ventilation equipment 

Compatibility with occupant needs 

Transport and security forecasts 

Decrease in noise and odors 

Life cycle management 

Control of air pollutants 

Efficiency quality cost (cost 

effective) 

Increase in quality throughout the process 

Reduction of maintenance costs 

Increased technological and systems standardization 

Development of quality control systems 

Establishment of standard market mechanisms 

Source: Adapted from Tecma Red (2013). 
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Source: Adapted from Bob et al. (2016). 

Figure 4. Structure of sustainability of construction works. 

Fernández-Solís (2006) argues, like Rodríguez-López and Fernández-

Sánchez (2008), that there is a need to apply sustainability as a strategy in 

cities after the presentation of Agenda 21 at the 1992 Earth Summit 

(ICLEI, 2002). This seems to be the starting point for the concept of 

sustainability being applied in the construction sector as a tactic to be is 

incorporated in the projects alongside the traditional objectives (cost, time 

and quality). Hence, there was a need to develop new techniques and tools 

to assess the economic, social and environmental dimensions of CSR. 
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CHANGES IN THE CONCEPTION OF SUSTAINABILITY AND 

ITS VARIOUS EVALUATION SYSTEMS IN  

THE CONSTRUCTION SECTOR 

 

Different movements for the conservation of the environment came 

into being on a global scale during the 1970s and 1980s. In relation to the 

construction sector, it is worth mentioning two specific actions related to 

the environmental impact of the sector: 

 

1. Bio-construction or eco-construction. This focuses on promoting 

the use of materials with a low environmental impact, free of 

harmful substances, recycled and/or easily recyclable, and whose 

extraction does not require large economic or environmental 

investments. In addition, traditional construction is promoted. 

Nowadays, work is still ongoing in this line. Proof of this is the 

experience reported by Arana-Ladín et al. (2012), when analyzing 

the implementation of the standard UNE 150301 later replaced by 

UNE-EN ISO 14006: 2011 in five architecture studios that had 

already implemented the standard ISO 9001 and, three of them 

were using the standard ISO 14001. Despite not getting the clients 

to approve all their proposals, they achieved significant impact 

reductions, mainly in the reduction of the energy consumed in all 

phases of the life cycle. This shows that much remains to be done 

so that owners, in particular, and society, in general, consume 

these products, in this case the the buildings, responsibly. The 

collaborating architecture studios were satisfied with the adoption 

of the eco-design standard. Some consider that this helped them to 

reflect on their creative process and others considered that this 

contributed to improving their image and position in the tenders. 

They also point out that the process of continuous improvement 

has allowed them to reduce costs in the building phase, above all, 

through the optimization of water and energy consumption in the 

use phase. All agree that it has helped them to improve their 
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competitive position, although some of them expected better 

results in relation to the effort made. The importance of these 

management models is becoming increasingly clear. According to 

Montesinos López (2014), it is noteworthy that 2012 was the year 

of bio-construction and 2013 was the year of energy efficiency. 

But how do they consider the social and economic dimensions? 

2. Reduction of energy consumption, bio-climatism or passivhaus. 

This movement seeks an overall reduction in the energy needs of 

buildings, taking advantage of environmental conditions through a 

more appropriate design. In the case of passivhaus, which is a 

construction standard promoting buildings with a high interior 

comfort without increasing energy consumption, which is why 

these types of buildings are called passive. This line of thought has 

not changed. An example of this vision can be seen in the 

contribution of Nicolás et al. (2011). In their work, known in the 

construction sector as MABICAN, they deal in depth with the 

design of buildings and their adaptation to the climate. This work 

is a manual of bioclimatic design for the Canary Islands, which 

seeks to achieve an optimum degree of adaptation of the 

architecture in its environment by taking advantage of the natural 

energies in the building. 

 

The systems for assessing the sustainability of buildings started to be 

visible in the 1990s and in the early years of the 21st century. These 

assessment systems are focused solely on environmental considerations 

aiming to reduce the environmental impacts of the building throughout the 

Life Cycle Assessment (LCA), with the complexity this entails in a 

building, especially when the standards are voluntary. According to 

Lasvaux et al. (2016), LCA (ACV, in Spain) is one of the most widely 

used methods for assessing environmental impacts. LCA offers a holistic 

approach because it studies the entire process, which involves the 

production, use and management of waste from a given product or service 

inherited from the packaging industry, and has gradually extended to many 

other sectors, including construction. The year 2001 is highly significant 
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for LCA because it is when the official Spanish versions of the European 

standards EN ISO 14042 and EN ISO 14043 were published, centered on 

the evaluation of the impact and the interpretation of the life cycle. 

Subsequently, both standards were replaced by standards UNE-EN ISO 

14044 and UNE-EN ISO 14040, requirements, guidelines, principles and 

the framework of LCA. 

In 2003, a Spanish standard was published for the first time focusing 

on the environmental management of the design process, UNE 153301, 

replaced in 2011 by the official Spanish version of the European standard 

EN ISO 14006, which gives the guidelines for incorporating eco-design 

into environmental management systems. Arana-Ladín et al. (2012) 

analyze this standard and specify the requirements of such a process of 

design and subsequent development of products and/or services by 

companies. The objective is to enable the company to establish a 

systematic process of continuous improvement through a management 

system. 

Starting in the first ten years of the 21st century, evaluation systems 

have incorporated social and economic aspects into environmental aspects. 

These systems have evolved towards classification systems and, in some 

cases, serve to certify the level of sustainability achieved by third parties. 

At present, there are many highly conscientious evaluation systems and 

indicators, which make it hard to understand why their use is not even 

more widespread (Castellano Costa, 2016). 

But in spite of this evolution, a large number of evaluation tools are 

still focused on only one aspect, the environmental one. According to 

Wallhagen et al. (2013), building environmental impact assessment tools 

for construction (BEATs) have been developed. A selection criterion can 

be grouped into two types based on: 1) LCA and 2) the evaluation of the 

energy performance of the building. 

The evaluation systems that can be used by the agencies responsible 

for issuing certifications differ between (Huedo and López-Mesa, 2013, 

Molina-Moreno and Yepes, 2015, and IHOBE, 2010): 
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1. Those specific for the execution of reinforced concrete structures. 

An example of this type is the MIVES-EHE-08 tool (in Spanish). 

2. Those systems that certify the overall sustainability of the building. 

Some relevant examples are BREEAM, CASBEE, ENLACE, 

GBTool Green Globes, LEED GREEN (SBTools adaptation). 

 

However, the vast majority of assessment tools are supported by the 

Life Cycle Assessment (LCA). The methodology proposed by Kloepffer 

(2008) and Fraile-García et al. (2015) is the use of several tools in 

combination. These authors consider that this is the only way to include the 

holistic approach to CSR and its dimension related to sustainability. In 

order to demonstrate the effectiveness of this approach, Fraile-García et al. 

(2015) compiled a database with 360 structural solutions, using different 

structural parameters and generated a range of constructive solutions. The 

objective is to have a reliable sample of standard reinforced concrete 

structures formed by slabs executed in situ for residential buildings. The 

most relevant parameters to define the structural solutions of one-way slabs 

are: a) the design of the pillar, b) the structural element of the slab, c) the 

lightening element, d) the cross-section of the slab, and e) the dimensions 

of the flat beams. They provide action guidelines for the impacts: 

 

1. Environmental impact. They apply the Ecopoints'99 where all 

environmental impact categories are merged into a single value 

which is useful for comparing the different alternatives. 

2. Economic impact. The construction materials taken into 

consideration are specific to each structural solution, thus 

calculating the total economic cost for the execution of each one. 

3. Social impact. This is estimated by the percentage of productive 

activity that, theoretically, is created for each constructive solution 

within the scope of influence of each of the geographical locations. 

 

After crossing all the possible combinations, they generated a series of 

models and calculated the corresponding indices for each one. In all the 

cases studied, the solutions using local construction materials have lower 
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economic costs, as well as a lower environmental impact. It is noteworthy 

that all structural alternatives used expanded polystyrene (EPS) as filler 

and lightening material. These alternatives when combined with pre-

stressed beams, generated optimum solutions with a lower environmental 

impact, but this is also the most expensive option. Reza et al. (2011) also 

analyzed the sustainability of one-way slabs that included three different 

materials to lighten the weight of the slab using environmental, economic 

and social indicators. 

 

 

LIFE CYCLE ASSESSMENT OF MATERIALS AND 

CONSTRUCTION PRODUCTS 
 

Concern and awareness for environmental protection is growing, proof 

of which is the development of methods to understand and deal with the 

impacts of the manufacture and consumption of products. As mentioned 

earlier, one of these techniques is LCA (ACV, in Spain) in which the 

requirements of the UNE-EN ISO 14040 standard need to be applied. This 

standard helps to: identify the opportunities to improve the environmental 

performance of products in the different stages of their life cycle; provide 

information for decision makers in any type of organization; and select 

environmental indicators of the products and develop their marketing by 

their environmental labeling or an environmental product declaration 

(EPD). The UNE-EN ISO 14040: 2006 standard defines the “life cycle as 

the consecutive and interrelated stages of a product system, from the 

acquisition of the raw material or its generation from natural resources to 

final disposal” (Spanish Association for Standardization and Certification, 

2006, p.10). 

LCA is the collection and evaluation of the inputs, outputs and 

potential environmental impacts of a product system throughout its life 

cycle. LCA studies consist of four phases: 1) definition of the object and 

the scope, 2) analysis of the inventory, 3) impact assessment, and 4) 

interpretation. These phases are interdependent and have direct 
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applications in product development and improvement, strategic planning, 

public policy-making and marketing, among others. 

The LCA calculation is conditioned by the choice of the appropriate 

functional unit that represents the material, product or construction system 

(Kotaji et al., 2003). This is why it differs from other techniques, such as 

environmental performance assessment, environmental impact assessment 

and risk assessment. This methodology systematically evaluates 

environmental impacts, but does not predict them. There is no scientific 

basis for reducing LCA results to a single overall number or score, since 

weighting requires value judgments. An essential part of an LCA is the 

strategy for drafting the report, which should address the different phases 

of the study under consideration and undergo a subsequent critical review. 

An example of the system for performing the LCA of a product is shown in 

Figure 5. 

Among the many anticipated applications of LCAs, environmental 

labeling and environmental product declarations, quantification, 

monitoring and reporting of emissions and capture of greenhouse gases are 

of particular interest to the construction sector. There are other additional 

applications applicable to companies, such as the sustainability assessment. 

An observation should be made concerning LCAs: although these do not 

consider the economic and social aspects, these dimensions can be 

included applying the existing procedures and guidelines. 

LCA studies in industrial products have been conducted for more than 

40 years, but their application in the construction sector is relatively recent. 

Therefore, a greater research effort is needed to adapt the technique and to 

simplify the methodology so that its use in the sector is generalized and to 

extend its approach so that it does not focus only on environmental aspects 

(Zabalza Bribián et al., 2011). 
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Source: Adapted from Spanish Association for Standardization and Certification (2006, p.10). 

Figure 5. Example of a system for the LCA of a product. 
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Table 6. LCA applications adapted for use in building 

 

Program Company Country 

ECOEFFECT KTH- Kungliga Tekniska Högskolan, Högskolan i 

Gävle  

Sweden 

ECO-SOFT IBO-Österreichisches Institut 

fürBaubiologieundBauökologie 

Austria 

EQUER Armies, IZUBA Energies France 

GREEN CALC+ Surec Trust  Holland 

ECO-QUANTUM IVAM-ER  Holland 

LEGEP LEGEP Software GmbH Germany 

BECOST VTT  Finland 

ENVEST 2.0 BRE-Building Research Establishment  United Kingdom 

ATHENA Athena Sustainable Material Institute Canada 

BEES NIST- National Institute of Standards and Technology  USA 

LTE-OGIP T.H.E Software GmbH  Germany 

Source: Adapted from Zabalza Bribián et al. (2011). 

 

Ortiz-Rodríguez et al. (2009) apply the LCA methodology in building 

to quantify the difference in energy consumption between two homes, one 

located in Spain and the other in Colombia. The difference in consumption 

is due to the different climatology, the consumption habits of each country, 

the construction techniques and the materials and construction products 

used. One of their conclusions was the difficulty involved in evaluating 

socioeconomic differences. 

Table 6 shows the tools used to evaluate the environmental impact of a 

building, with methodologies related to the LCA. The name of the 

company developing the program and its nationality is shown for each 

program. 

Molina-Moreno and Yepes (2015) consider that a good score in the 

evaluation of the LCA of a building does not guarantee its sustainability. 

Indicators need to be objective to really reduce impacts throughout the life 

cycle of the building, thus the designers can provide their judgment and 

experience on qualitative or intangible issues. The designer needs to 

combine efficient design during the use stage and the influence that the 

chosen typology has on the environment. 
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Construction Product Environmental Statement 

 

One of the many applications of LCA is the development of 

environmental product declarations (EPD). The EPD (DAP, in Spain) is an 

international tool that is used to select products with better environmental 

performance, thereby promoting good business practices (Aragón Besabe, 

2014). There are three types of EPD, also called labels: type I or ecolabels, 

self declaration or type II and type III or environmental statements. 

The EPD has played an important role since the European 

Construction Products Regulation was passed in 2011, linking EPDs to 

assessing sustainability of the works. Companies start by making a 

diagnosis of the environmental impact by means of a panel of indicators. 

Depending on this diagnosis, they incorporate a set of processes of 

continuous improvement into the project aimed at minimizing its 

environmental impact which includes a basic requirement for the 

sustainable use of natural resources. However, there are few materials or 

construction products with an EPD. 

Furthermore, planners encounter a further problem in the design phase: 

the owner does not usually understand the extra cost of reducing 

environmental impacts, even if it involves a reduction of costs during the 

use phase. In some cases they value the reduction of the environmental 

impact negatively. At this stage, public administrations play a fundamental 

role in setting standards in public tenders that directly or indirectly affect 

the construction sector and serve to reduce the environmental impact of the 

designs, not only in the building phase, but throughout the entire life cycle. 

Table 7 lists current standards in 2017 for the construction sector 

which include complementary standards such as those of the LCA and 

benchmarks for the assessment of the environmental sustainability of 

buildings. 

Molina-Moreno and Yepes (2015) consider that two construction 

products cannot be given the same value simply because they have an 

EPD. The evaluation will depend on the efficiency of their integration in 

the design of each of the units forming the constructive process. 
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Table 7. List of rules and regulations for Environmental Product 

Declarations in the construction sector 

 

Code Title 

UNE-CEN/TR 

15941:2011 IN 

Sustainability of construction works. Environmental product declarations - 

Methodology for selection and use of generic data 

UNE-EN 15643-

1:2012 

Sustainability of construction works. Sustainability assessment of 

buildings. Part 1: General framework 

UNE-EN 15643-

2:2012 

Sustainability of construction works. Assessment of buildings. Part 2: 

Framework for the assessment of environmental performance 

UNE-EN 15643-

3:2012 

Sustainability of construction works. Assessment of buildings. Part 3: 

Framework for the assessment of social performance 

UNE-EN 15643-

4:2012 

Sustainability of construction works. Assessment of buildings. Part 4: 

Framework for the assessment of economic performance 

UNE-EN 

15942:2013 

Sustainability of construction works. Environmental product declarations. 

Communication format business-to-business 

UNE-EN 

15978:2012 

Sustainability of construction works. Assessment of environmental 

performance of buildings. Calculation method 

UNE-EN ISO 

14020:2002 

Environmental labels and declarations. General principles. (ISO 

14020:2000) 

UNE-EN ISO 

14025:2010 

Environmental labels and declarations. Type III environmental 

declarations. Principles and procedures (ISO 14025:2006) 

UNE-EN ISO 

14040:2006 

Environmental management. Life cycle assessment. Principles and 

framework (ISO 14040:2006) 

Source: Adapted from the Spanish Association for Standardization and Certification (2016). 

 

The declaration of the environmental parameters, which arederived 

from the LCA, describing the environmental impacts is required for all life 

cycle phases. The environmental parameters considered in the UNE EN 

15942 Sustainability of the construction works define the format of the 

EPD as: 

 

a) Global warming potential (GWP), expressed in kg of CO2 

equivalent. 

b) Ozone depletion potential (ODP), expressed in kg of CFC 11 

equivalent. 

c) Acidification potential of soil and water resources; (AP), expressed 

in kg SO2 equivalent. 

d) Eutrophic potential (EP), expressed in (kg PO4
3−) equivalent (in 

Spain, kg PO4 equivalent). 
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e) Tropospheric ozone formation potential (TOFP), expressed in kg 

of ethane equivalent. 

f) Abiotic depletion potential for non-fossil resources (ADP-

elements); kg of Sb equivalent. 

g) Abiotic depletion potential for fossil resources (ADP-fossil fuels), 

expressed in MJ, net calorific value. 

 

Finally, the types of EPD are given according to the covered stages of 

the life cycle: 

 

a) “Cradle to door” EPD, the environmental parameters are calculated 

from the supply of the raw materials necessary for the manufacture 

of the product, its transport, the manufacturing itself and the 

processes associated with it. 

b) “Cradle to door with options” EPD, covers the product stage and 

other selected stages of the system, including the same information 

as the previous type and other processes that can be selected. 

c) “Cradle to grave” EPD, covers the life cycle of a product 

according to the limits of the system and includes the product 

stage, installation in the building, use and maintenance, 

replacements, demolition and waste treatment for reuse, recovery, 

recycling and disposal. 

 

 

Sustainability Certifications in Construction 

 

The large number of systems assessing sustainability in construction 

makes it necessary to differentiate between systems that are endorsed by a 

recognized institution, such as the Spanish Association for Standardization 

and Certification (AENOR, in Spanish), whose recognition of compliance 

with the listed requirements is performed by a disinterested third party, and 

those of other systems from unrecognized institutions. 

According to the Spanish Association for Standardization and 

Certification (2016), certification still proves to be essential for conducting 
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business transactions. For companies, in general, certification is initiated 

according to the IQNet SR10 reference, which is the technical document 

setting out the requirements to implement the systems of Social 

Responsibility Management in companies (see Figure 6). At the moment it 

is neither specific to construction companies nor does it deals with their 

singularities. 

IHOBE (2010) refers to a total of twenty-one evaluation systems, ten 

of which are European (see Table 8) and eleven international ones (see 

Table 9), and names the institution that guarantees its capacity to certify a 

certain degree of sustainability, the country of origin and the contact 

website. This is not a complete list, but it includes all the best known 

systems in the construction sector. 

 

 

Source: Adapted from the Spanish Association for Standardization and Certification 

(2016).  

Figure 6. Comprehensive management of CSR. Perspectives. 
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Table 8. European evaluation systems 

 

Name Certification Institution Country Website 

BREAAM Yes BEE trust United 

Kingdom 

http://www.breeam. 

org 

HQE Yes Association pour la Haute 

Qualité 

Environnementale 

France http://www.assohqe.

org/ 

VERDE Yes GBC España Spain http://www.gbce.es/h

erramientas/informac

ion-general 

PROTOCOL

O ITACA 

Yes Istituto per l’Innovazi-

one e Trasparenzadegli 

Appalti e la compatibilita 

ambientale 

Italy http://www.itaca.org/ 

Guías de 

Edificación 

Sostenible del 

País Vasco 

No Basque government Spain http://www.ihobe. 

net/ 

http://www. 

garraioak.ejgv.euska

di.net 

PROMISE No Ministry of the 

Environment (with 

support from VTT and 

others) 

Finland http://www.promise

web.net/ 

ØKOPROFIL No Byggforsk - Norwegian 

Building Research 

Institute 

Norway http://www. 

byggsertifisering.no/ 

NORDIC 

SWAN 

Yes Nordic Council of 

Ministers 

Nordic 

countries 

http://www.svanen. 

nu/Default.aspx?tab

Name=CriteriaDetail

&pgr=89 

LIDER A No CERIS/DECivil Portugal http://www.lidera. 

info 

DGNB Yes (DGNB) Deutsche 

Gesellschaftfürnachhaltig

es Bauen 

Germany http://www.dgnb.de/ 

Source: Adapted from IHOBE (2010). 

 

Six of the ten European evaluation systems are qualified to certify. The 

two Spanish systems, VERDE and GBC Spain, also have this authority, in 

other words, they evaluate, classify and certify sustainability. Seven of the 

eleven international systems have the authority to certify. 
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Table 9. International evaluation systems 

 

Name Certifi-

cation 

Institution Country Website 

LEED Yes U.S. GBC (Green Building 

Council) 

USA http://www.usgbc.org/

LEED/ 

CASBEE Yes Japan GreenBuild Council 

(JaGBC)/Japan Sustainable 

Building Consortium 

(JSBC) 

Japan http://www.ibec.or.jp/

CASBEE/english/ 

GREEN STAR Yes Green Building Council of 

Australia (GBCA) 

Australia http://www.gbca.org. 

au/ 

GREEN 

GLOBES 

Yes BOMA Canada; The Green 

Building Initiative (GBI) 

Canada/USA http://www. 

greenglobes.com 

SB TOOL No iiSBE (International 

Initiative for a Sustainable 

Building Environment) 

23 countries that 

form the Global 

Alliance for 

Buildings and 

Construction 

(Global ABC) 

http://iisbe.org/ 

HK BEAM No BEAM Society China http://www.hk-

beam.org.hk 

EEWH Yes Taiwan Green Building 

Council. Home Office 

Taiwan http://www. 

taiwangbc.org.tw 

GREEN 

MARK 

Yes BCA (Building and 

Construction Authority) 

Singapore http://www.bca.gov. 

sg/GreenMark/green_

mark_buildings.html 

NABERS No NSW (New South Wales 

Government) 

Australia http://www.nabers. 

com.au 

SBAT No Council for Scientific and 

Industrial Research (CSIR) 

South Africa http://www.csir.co.za/

Built_environment/ 

Architectural_ 

sciences/sbat.html 

MINERGIE Yes Minergie Building Agency Switzerland http://www.minergie. 

com 

Source: Adapted from IHOBE (2010). 

 

The following data have been compiled for each of the above systems,: 

the organisms regulating them, whether they are applied on a voluntary or 

compulsory basis, whether they are evaluation, classification or 

certification systems, whether self-evaluation is allowed for the 

certification, the existing versions and typologies to which it applies, the 

environmental impacts or categories it considers, the life cycle phases that 

it takes into account or in which the evaluation can be carried out, the 

phases and development of the evaluation of the building, the classification 
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that it performs based on the score obtained, how the results are 

represented, in the case of a certification system, what its stages are and 

which agents should be in charge of conducting the evaluation, verification 

and issuing the certification. Besides, the volume of certified buildings is 

an indicator of how important it is in the construction sector. 

A classification of the most well known tools and evaluation models 

can be found in Table 10. There are three differentiated levels and 

depending on the evaluation model used in each case some of their trade 

names are given. 

Molina-Moreno and Yepes (2015) point out that, despite the efforts in 

harmonization and standardization, there is no clear framework, and 

therefore an implicit subjectivity occurs when choosing one tool or another 

as well as the fact that the certification systems are not based on a common 

goal. The above authors compare three tools, SIMAPRO 7, MIVES and 

LEED, to extract the orientation and scope of each one. Table 11 

summarizes, in the case of the three comparative evaluation systems, 

which aspects are analyzed for each one: evaluation criterion, stage 

evaluating, system of indicators, whether the indicators are normalized or 

weighted and their interpretation. 

 

Table 10. Classification of assessment tools and models 

 

 Evaluation tools and models Tradename 

First 

level 

Generic LCA Aist-LCA, Gabi 4; JEMAI-L-LCA, Lcapix, 

SimaPro 7, Umberto 5.5 

Specific to LCA in building AthenaEstimator, Catalogue Construction CH, 

Meta base, OFEN 

Second 

level 

Materials and constructive 

solutions 

AthenaEstimator, LCAid, Legep 1.2, Lisa, 

Metabase, TCQ 2000 

Specific to the execution of 

structures 

MIVES 

Third 

level 

Certification of global 

sustainability of the building 

BREEAM, CASBEE, ENLACE, GBTool Green 

Globes, LEED VERDE 

Source: Adapted from Huedo&López-Mesa (2013) and Molina-Moreno&Yepes (2015). 
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Table 11. Comparison of three assessment systems 

 

 Tools 

SIMAPRO 7/Gabi 4 MIVES LEED(VERDE) 

Evaluation Criteria LCA for BUILDING Specific models for 

BUILDING structures 

Specific models for 

BUILDING structures 

Stage evaluated Materials and 

manufacturing 

processes 

Building Energy efficiency 

during the use phase 

System indicators Direct measurement of 

impacts 

Possession of labels, 

certificates and on-site 

management 

Measuring building 

surfaces and labeling 

Normalization of 

values 

NO (0-1) NO 

Weighting of 

criteria (subjective, 

according to 

location) 

Available under the 

responsibility of the 

designer 

Percentage (%) 

socioeconomic criteria 

has no scientific 

relevance 

Percentage (%) 

Weight strength Validation requires 

experts 

Fixed, expert-based According to the 

Institute of Standards 

and Technology 

Interpretation of 

indicators 

Real Impacts Index Index 

Source: Adapted from Molina-Moreno&Yepes (2015). 

 

It is noteworthy that the Spanish MIVES-EHE-08 tool, although it is 

only specific to building structures and the information it provides from 

socio-economic criteria has no scientific relevance, it is the only one that is 

in an annex of a compulsory compliance instruction, which gives it a high 

degree of backing. In addition, the system of indicators that it uses is by 

issuing labels, certificates and of the management of the work itself. 

 

 

CONCLUSION. WHERE SHOULD THE CONSTRUCTION 

SECTOR BE HEADING? 

 

CSR integrates internal and external dimensions both of which are 

related to the economic, social and environmental spheres. Sustainability is 

an integrated aspect in these dimensions and is a key factor for the 

construction sector. The management of construction activities needs to 

make additional efforts to move towards a model incorporating CSR 
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objectives which will lead to the improvement and conversion of the sector 

itself. 

The concept of sustainability does not yet provide the quantitative and 

objective support required by the agents of this sector, since it is a relative 

parameter that is used for purposes of comparison. There are no sustainable 

activities, but there are more or less sustainable activities when compared 

to others. The objectivity of this comparison is achieved by a more 

homogeneous procedure, which integrates the three areas and is conducted 

in an analogous way in all the cases that will be compared. 

A good option is through the use of materials and construction 

products that have Environmental Product Declarations (EPD) and Life 

Cycle Analysis (LCA), which facilitates the use of sustainability 

assessment tools of the building and it is then possible to know the overall 

behavior of the building, even before it is built. One should talk about 

socio-environmentally responsible materials or construction products in 

cases where all the information about the context and the entire life cycle 

are integrated. 

The design phase is a key phase in the construction process. Decisions 

that affect the building throughout its useful life, including the impact it 

has when it ends, need to be taken at this stage because of their economic, 

social and environmental impact and the extra cost involved in taking these 

decisions in later stages of the building process. 

The paradigm shift needs to begin in the design phase of the buildings, 

when designers should be more creative and include more innovative ideas 

encompassing all the technology of the 21st century: such as smart 

buildings which are named as such because they have an integrated and 

automated management of their facilities and services, through home 

automation enabling the control of the environmental variables of the 

building; buildings with zero emissions, those whose CO2 emission 

balance is zero during operation; buildings of almost zero consumption 

(NZEB buildings) when the balance between the amount of CO2 produced 

in relation to that consumed does not reach zero. It is also worth including 

other aspects affecting the quality of life of the buildings’ users such as 

accessibility, hygrothermal comfort, indoor air quality, acoustic comfort, 
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visual comfort, protection from the sun, green areas, natural ventilation, 

which are rarely found in public buildings and compulsory ventilation or 

air conditioning systems, among others. 

It is highly recommendable to improve the image that society has of 

the companies in the construction sector, but this transformation cannot be 

only in the way they behave, it also needs to come from all levels of 

business management. Therefore, the vision that the managing directors 

have of their company is of much importance, because this determines the 

philosophy that is implicit in how they manage CSR. Establishing codes of 

conduct leading to good business practices would greatly enhance that 

image. Construction companies should avoid applying CSR integration 

models designed exclusively for advertising strategies. 

The exchange of experiences and good practices in CSR can serve to 

encourage those companies that believe changing the way they work is 

overcomplicated and/or expensive. There is no doubt that new information 

and communication technologies can enable such exchanges to take place 

in a more agile way, either as an individual initiative or as a result of 

networks of organized enterprises connecting businesses with one another 

and/or even with the other stakeholders such as consumers, suppliers, 

public administrations, etc.. 
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ABSTRACT 

 

Corporate Social Responsibility (CSR) has received a lot of attention 

in recent decades, leading to numerous studies that have increasingly 

focused on the influence of CSR on consumer behavior. This paper 

analyzes the attitudes and behaviors of university students in Business 

Management, as consumers and as potential executives, toward CSR 

practices. For this purpose, 1020 students from Brazil and Spain were 

interviewed. 
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The results of the survey highlight some significant differences with 

regard to the importance that young consumers attach to the various CSR 

activities in their own purchasing decisions, depending on the economic 

and social context analyzed. 

 

Keywords: CSR, University, Consumers, Entrepreneurs, Triple Bottom Line. 

 

 

INTRODUCTION 

 

Despite the great interest that the term Corporate Social Responsibility 

(CSR) has aroused throughout the literature, many of the results carried out 

through its empirical research are largely related to consequences that its 

implementation has on a company’s core business goals, such as 

performance or competitiveness, and these results are contradictory and 

controversial (Matute-Vallejo et al., 2011). Therefore, while Fombrun and 

Shanley (1990) find a positive relationship between CSR activities and 

financial performance, others, such as Aupperle et al. (1985) find a 

negative relation between them. Most academic articles that have dealt 

with the topic of CSR in the academic literature have done so primarily 

from the point of view of entrepreneurs and the companies that they run, 

focusing almost always on the analysis of the economic and financial 

aspects of these entities deriving from internal relations, such as the above-

mentioned relationship between CSR and business performance, whereas 

few studies have tried to analyze how CSR affects the perceptions and 

behaviors of consumers or customers who are external to these entities. As 

Blomgren (2011) states, in a literary context where CSR is confined to the 

economic dimension, a recurring issue is whether CSR generates enough 

money to justify the effort required to implement it. Current society and 

recent events (the economic crisis, corruption, etc.) have been leading both 

business managers and many researchers to support a change toward a 

more practical approach in the study of CSR, overcoming a mere economic 

conceptualization of the term and implying further dimensions, such as 

those that are ethical and social (Gonzalez-Rodriguez et al., 2013). As 

Swanson points out (1995), CSR considered as a management activity 
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connects ethics to business, as well as describing the social obligations of 

modern business corporations. In line with recent changes concerning the 

research of CSR within a company, authors such as Kay (2006) have 

stressed the importance of associating the corporate image with the social 

behavior undertaken by a company when implementing CSR activities in 

order to create a positive image in their customers’ minds. In agreement 

with them, Bolton and others (2003) have pointed out that the perception 

of a company by its customers regarding the image that the company 

projects, viewed by them as an honest, fair and reasonable business, could 

affect both their attitude and their behavior toward this entity, as well as 

the actions they decide to take. Taking into account the above and in 

agreement with other researchers such as Mohr and Webb (2005) or 

Salmones et al. (2005), in this paper CSR is regarded as one of those 

activities that seek to minimize the negative economic consequences of its 

business activity for society due to the creation and increase of wealth (Ost 

and Fleury, 2013). Further, CSR actions involving managers' desire to 

incorporate and link CSR activities with other key aspects, such as ethical 

aspects in their pricing strategy as a major element of their economic 

responsibilities (Matute et al., 2011), customer satisfaction (Lee et al., 

2000, Chiou et al., 2002), or commitment not only to fulfilling what is 

offered clients, but also the general commitment of a company toward its 

stakeholders (Dimitriades, 2006). This is why the CSR variable is 

measured and analyzed in this work through the perception of a broad 

group made up of business consumers as university students of business 

management, from two culturally diverse countries, Brazil and Spain, 

which are also located in two very distant geographical areas (Europe and 

South America), taking into account the three dimensions considered in the 

Triple Bottom Line (social, economic and environmental). With a 

combined consideration of these three dimensions we also cover in the 

widest possible form, scarcely studied so far, the perception that this group 

of clients or final consumers have about entrepreneurial endeavors made 

by companies through the CSR that they undertake both socially, 

economically and ethically-environmentally (Stubbs and Cocklin, 2007, 

Contreras, Jiménez and Pichardo, 2015). Considering the multicultural 
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nature of the sample used, the results achieved could yield not only cultural 

differences associated with CSR activities undertaken by companies in 

different geographic areas, but also a possible line of future research that 

aims to test the influence of culture on the corporate CSR activities carried 

out, and the economic and non-economic results obtained. The 

contribution and originality of our study can be summarized in the 

following lines. Unlike other works that have focused on the importance of 

raising awareness of Higher Education Institutions to train students in CSR 

to solve social problems (Vázquez et al., 2014a, 2014b), our research 

presents a new orientation of the phenomenon by analyzing students’ 

scales of values to explain their perception of CSR as consumers and future 

entrepreneurs. This knowledge benefits both the company that engages in 

CSR and the society that receives these social activities, as well as 

academic institutions as instructors of future managers. Latin American 

studies have focused on CSR analysis in relation to the company profile 

(Galego-Álvarez et al., 2014) and the impact of CSR on citizens, the 

society and the economy (Vallaeys et al., 2009), without considering the 

opinion that this target market has concerning the social responsibility 

undertaken by these business organizations. This work not only gives a 

vision of this perception by the client and the potential business leader, but 

also provides a way for companies to influence this perception through the 

knowledge of the origin of the cause: the scheme of human values. We 

agree with Reverte (2015) that the University is an important source of 

knowledge, skills, abilities and values that contribute to the welfare of 

society. Moreover, as Reverte (2015) argues, education and training in 

universities on CSR are an indispensable requirement to carry out the 

necessary changes to effectively and efficiently implement new CSR 

strategies necessary for the survival and the growth of companies. 

Therefore, we intend through our work to conduct a study on projections of 

CSR activities approached by a number of companies with business 

activities in Brazil and Spain, focusing on the perception of CSR held by a 

group of business management students from both countries. The choice of 

our target population is justified because both Brazilian and Spanish 

university students, as Wang and Juslin (2011) have pointed out for their 
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study regarding Chinese students, represent not only the future for 

corporations and their respective countries, but also potential managers 

who will ultimately be in charge of initiating and implementing CSR 

activities in their countries or where they work. How to enable both 

potential and current entrepreneurs to develop effective and efficient CSR 

activities justifies the realization of this study. A contribution we provide is 

through the knowledge that comes with the results achieved after we have 

analyzed the perception of our target population in the way that business 

entities known in both countries carry out CSR activities in their economic, 

environmental and social dimensions. This knowledge will also allow the 

determining of a CSR profile based on the country analyzed, identifying 

possible differences in the perception of CSR activities, perhaps 

attributable not only to cultural differences but also to the image envisaged 

by a company according to the country where it operates, and which could 

affect the final behavior and the degree of customer loyalty, and thus the 

company's own results. 

 

 

THEORETICAL BACKGROUND OF  

CORPORATE SOCIAL RESPONSIBILITY 

 

It is indisputable that CSR has gained a significant place in both 

business and academic practice (Melo and Garrido-Morgado, 2012). 

Considered as a potential intangible resource that allows institutions to 

improve corporate reputation, as well as gaining, among other benefits, 

sustainable competitive advantages, both the study and the practice of CSR 

have generated great interest and advertising from professionals to students 

(Melo and Garrido-Morgado, 2012). Since the 1990s, corporate ethics and 

CSR have been a central topic of concern and study for corporations and 

for society as a whole (Wang and Juslin, 2011, Patrus et al., 2013). Despite 

the relevance of CSR in recent years, one of the major problems that 

researchers have widely criticized is that it is very difficult to know exactly 

what the term CSR (Wong et al., 2010) means, as there is not a universally 

accepted definition. There are many and different definitions provided by 
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students, non-governmental organizations and businesses (Dahlsrud, 

2008). Therefore, the term CSR is broadly defined as a set of business 

activities related to both its corporate responsibilities and its own groups 

(Varadarajan and Menon, 1988). From a more specific point of view, 

Zenisek (1979) has focused this term on economic obligations such as 

maximizing shareholder value. Further, Dahlsrud (2008) believes that the 

term CSR includes philosophical and regulatory aspects about the role a 

company plays within the society as a wealth generator. In this regard, 

Carroll (1991) seeks, from a CSR pyramid, to explain how enterprises, 

beyond economic and legal responsibilities, concentrate their business on 

creating benefits for society. Consequently, in implementing CSR activities 

within the company, it is necessary to take into account both the acts and 

the consequences of all the groups of a company (shareholders, customers, 

employees, communities, etc.) (Smith, 2003; Stubbs and Cocklin, 2007). In 

an attempt to overcome this inconvenience, and following Wang and 

Juslins' thinking (2011), we have used the definition of CSR based on the 

Triple Bottom Line, which divides CSR into three dimensions: 1) 

economic responsibility, focusing on financial success (profitability); 2) 

environmental responsibility, focused on the conservation of the planet; 3) 

social responsibility focused on people (Elkington, 1998, Marrewijk, 

2003). 

The idea behind the Triple Bottom Line is that business performance 

could and should be measured not only by taking into account traditional 

economic parameters but also further social, environmental and ethical 

indicators (Norman and Macdonald, 2003). In addition to previous 

problems in providing a single definition, there is a difficulty in 

determining the correct way to measure it. CSR is essentially a 

multidimensional construct (Melo and Garrido-Morgado, 2012) and in this 

sense there is no unanimity regarding which dimensions we should 

consider. Some authors have disaggregated this term from two dimensions 

(Waddock and Graves 1997, Agle et al., 1999, Hillman and Keim, 2001, 

Backhaus et al., 2002, Mattingly and Berman, 2006). The first one refers to 

stakeholders and includes strategic concepts related to employees and 

business relations, diversification, products or business environment, while 
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the second, related to society, focuses on altruistic components, such as the 

defense of human rights and, in general, campaigns against nuclear 

activity, wars, alcohol, tobacco, etc. As mentioned earlier in the section, 

unlike the previous authors, the Triple Bottom line adds a third dimension, 

that of the environment, which makes it necessary to use some indicators 

that experience the effects of this third dimension in CSR. In this research 

the term CSR is measured taking into account the three dimensions 

contemplated by the Triple Bottom Line. According to a conceptualization 

of CSR, in this work we have developed a tool for measuring CSR 

activities in the three discussed dimensions, using a questionnaire designed 

to gather the influence of business activities in consumers’ purchasing 

decisions. By analyzing the dimensions separately, we seek to capture the 

specific influence of each of them on both students’ perception about 

business practices and their subsequent behavior toward the company, in 

order to explain key issues for these companies in the future, such as 

customer satisfaction, loyalty to the company and the image it projects and, 

consequently, the reputation of a company that becomes more and more set 

in its awareness. Including all these dimensions in our study model, we 

agree with authors such as Brammer and Pavelin (2006), Bird et al. (2007) 

and Scholtens and Zhou (2008), though separate ourselves from others 

who have limited their works to including only specific CSR dimensions in 

their works, such as McWilliams and Siegel (2001), Buchholtz et al. 

(1999) and Saiia et al. (2003). 

 

 

CORPORATE SOCIAL RESPONSIBILITY AND  

THE PUBLIC COMPANY 

 

Although CSR activities have traditionally been studied and promoted 

by large corporations (Jye and Pavel, 2009), these activities are particularly 

important for other small businesses (SMEs) and private and public 

financial and non-financial institutions (Universities, Banks, Governments, 

and so forth) (Castka et al., 2004; Lepoutre and Heene, 2006; Leitão et al., 
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2007; Wang and Juslin, 2011, 2012, Segui and Palomero, 2013). In 

particular, its application in a context of public enterprises, relevant and 

linked to private enterprises, equally relevant and related to the university 

sector, has been gaining vital importance in recent years with more and 

more researchers, universities and entrepreneurs from different countries 

and cultures being involved in the study of CSR (Ahmed et al., 2003, 

Wang and Juslin, 2011, 2012, González-Rodríguez et al., 2013a, 2013b). 

Indeed, CSR practices are of great importance, emerging as a major change 

for businesses and other types of institutions around the world (Leitão and 

Silva, 2007). The great educational work carried out by universities in 

terms of training for future managers, executives and employees confirms 

both a deep interest in studying the relationship between CSR and the 

University and a huge relevance for the results achieved. The new changes 

experienced in CSR through the addition of further dimensions besides the 

economic ones increase both the degree of motivation and the commitment 

of customers toward company's lines of action by improving important 

aspects such as its projections, its image, its customers’ loyalty to its 

products and brands and, consequently, its performance. All aspects that 

universities, at least in the case of Spain, are already working for, 

beginning to include in their courses topics in which the student can 

acquire the skills needed to develop appropriate CSR initiatives. In this 

regard, it is important to emphasize that the implementation of these ideal 

and effective CSR activities within an organization requires systematic, 

methodological, transversal and strategic approaches that should be applied 

in a combined way. In this regard, the implementation of CSR initiatives in 

universities leads to increasing concern about what it is and how best to put 

it into practice among all its members (students, professors and researchers 

(PDIs), administrative staff and service (PAS) and other relative groups) 

(Leitão and Silva, 2007). In short, as these authors pointed out, CSR is a 

new change for universities. And, as Adomssent and Michelsen argues 

(2006, p. 86): "It is not only necessary to have a more open mind, but also 

to transform the learning institution, in order to constantly adapt to new 

changes, by performing as a player who interact with others in order to 

achieve an understanding each other". These public enterprises, better 
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known as higher education institutions, in the performance of their role as 

learning organizations have been developing and promoting CSR practices 

at all levels through initiatives and programs over the last two decades, 

both in Europe and in North America (Leitão and Silva, 2007). As noted 

by these authors, initiatives and programs that, despite the independence of 

these educational institutions, must be developed and implemented in 

accordance with the norms and lines of action established by government 

institutions such as UNESCO, the UNDP, the EU are key elements to 

promote CSR through social marketing campaigns in order to create a 

better and more sustainable economy and society. 

 

 

METHODOLOGY AND RESULTS 

 

This research focuses on a group of students, one of the groups with 

more weight, relevance and projection in the execution and results of such 

an important public company at a corporate and social level as the 

university. A group analyzed at the CSR level not only in its role as current 

consumers, but also as future leaders of business entities. In particular, the 

empirical study was aimed at university students in the field of business 

management who belonged to different faculties or departments in the two 

countries considered (Economics and Business, Finance and Accounting, 

Labor Relations and Human Resources, Law, Business and Management, 

Communication Sciences, Psychology, Education Sciences). The students 

were identified through the registration office during the time this study 

was conducted. Only those who had attended CSR modules as part of their 

curriculum were interviewed. The qualifications we had access to in Spain 

consisted of a number of groups per academic year (4 to 8) with an average 

of 60 students per group. Target groups for the survey were randomly 

selected by proportion and the survey was developed during the 

explanation of some courses or modules. The professors involved in the 

collection of information responded to questions raised in relation to the 

content of the survey. The survey has been conducted by professors of this 

research. A same methodology has been replicated in Brazil by Brazilian 
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professors who participated in the study. It is highlighted that the students 

interviewed in both countries had previously been trained in social 

responsibility to achieve the following goals: identifying which CSR 

activities are identified as integral parts of CSR dimensions; understanding 

the relative importance that students give to the three dimensions of CSR 

in their purchase decisions; analyzing the country's influence on the 

perception of CSR practices. For a cross-cultural study, surveys have been 

carried out in Spain and Brazil, two culturally diverse countries with well-

differentiated economic situations and whose educational institutions are 

characterized by different peculiarities and evolution (Lessa, 1999). 

Business management students are trained to be business managers, so 

their responses will enable us to know not only their current behavior as 

consumers but also to have indications about their sensitivity to future 

social responsibility practices. For the purpose of the study, a structured 

questionnaire was designed in two sections regarding the demographic 

structure of students and their perception of the various activities of social 

responsibility carried out by companies. Surveys were conducted during 

the academic year 2013/14 and during the class period, so the response rate 

was 100% in both countries. The survey targeted a total of 1020 university 

students. Table 1 shows a sample profile per country based on the 

following variables: gender, age, occupational status, economic and 

educational level of their closest environment. The study is explorative 

because it carries out a descriptive analysis of the variables analyzed, 

enabling a subsequent inferential study to extrapolate some conclusions 

reached in this first phase. According to Diaz-Fernández (2004), it is 

necessary to know one reality in advance to analyze it further. However, 

the size of the sample reached and the weight of faculties or departments 

analyzed in terms of the delivery of CSR modules, lead us to draw some 

meaningful conclusions that, although they must be interpreted cautiously, 

reflect a reality that can be extrapolated, as can be observed in other works 

(Vázquez et al., 2014). 
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The perception of CSR practices was conducted through the evaluation 

of 23 statements on various social responsibility activities that included the 

three dimensions of corporate social, economic, social and environmental 

responsibility. The respondents were asked to rate their valuation on a 5-

point Likert scale (from 1 = not important to 5 = very important) on the 

importance they give in their purchasing decision to different social 

responsibility practices undertaken by companies. A factorial analysis has 

been applied to all the statements about the perception of these practices to 

identify three dimensions of CSR. 

 

Table 1. Profile of interviewees 

 

  Brazil 

(N=410) 

Spain 

(N=610) 

Gender 
Male 36.33 33.7 

Female 63.66 66.3 

Age 

18-22 55.32 73.70 

23-26 18.79 21.70 

27-30 10.99 2.87 

Over 30 14.90 1.73 

Occupational status 
Employed 84.90 20.4 

Unemployed 15.10 79.6 

Economic level  

High 17.80 5.78 

Medium 43.15 80.3 

Low 39.10 13.92 

Educational level  

High 52.05 28.00 

Medium 24.32 61.2 

Low 23.63 10.8 

 

Table 2 shows the average perception of these practices for the total 

sample, as well as the identification of CSR practices that consumers 

perceive as integral parts of CSR in line with the "Triple bottom line": 

"Social responsibility" (factor 1); "Economic responsibility" (factor 2); 

"Environmental responsibility" (factor 3). 
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Table 2. Dimensions of CSR. Business activities perceived as practices 

of Corporate Social Responsibility 

 

 Mean Social 

responsibility 

(factor 1) 

Economic 

responsibility 

(factor 2) 

Environment 

responsibility 

(factor 3) 

Create jobs (DCPT) 3.83 0.577   

Respect and defend human 

rights (DCDH) 

4.09 0.773   

Support developing countries 

(DCAP) 

3.79 0.691   

Train employees (DCFE) 4.01 0.733   

Improve the quality of life in 

the regions where it operates 

(DCCV) 

3.96 0.736   

Offer a fair job without 

discrimination on the basis of 

gender and religion (DCND) 

4.26 0.702   

Collaborate with schools, 

universities and institutions 

(DCIU) 

3.87 0.763   

Sponsor, promote y collaborate 

in social and cultural activities 

(DCSC) 

3.67 0.719   

Cooperate with NGOs and 

NFPs (DCIB) 

3.76 0.747   

Concern for the best quality and 

safety of products (DCP) 

4.26 0.554   

Report on the composition and 

shelf life of products (DCI) 

4.28 0.532   

Get maximum benefits (DCOB) 3.43  0.812  

Meet expectations of 

shareholders’ benefits (DCSE) 

3.04  0.841  

Offer low-cost products(DCOP) 3.90  0.513  

Be market leaders (DCLM) 3.63  0.732  

Promote their products or 

services through costly 

advertising campaigns (DCCP) 

2.92  0.539  

Reduce waste of resources 

(DCRD) 

4.01   0.672 

Have an ethical code of conduct 

(DCCET) 

3.85   0.688 

Publish an annual report on 

environment (DCPI) 

3.39   0.744 
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Table 2. (Continued) 
 

 Mean Social 

responsibility 

(factor 1) 

Economic 

responsibility 

(factor 2) 

Environment 

responsibility 

(factor 3) 

Protect scarce resources and 

biodiversity (DCPRO) 

3.89   0.852 

Make a sustainable use of 

natural resources (DCRN) 

4.01   0.834 

Reduce emissions of toxic and 

polluting products(DCPCO) 

4.03   0.835 

Promote an efficient use of 

energy (DCEE) 

3.99   0.827 

Promote recycling (DCREC) 4.07   0.796 

Cronbach’s alpha  0.882 0.67 0.743 

 

The following activities were identified in the social dimension of 

CSR: to create jobs, to train employees without discrimination on the basis 

of gender and religion, to respect and defend human rights where it 

operates and to support developing countries, to collaborate with schools, 

universities and non-profit organizations, to collaborate in social and 

cultural activities, to improve the quality and safety of products or services 

and to report on the composition and expiration of the products. In the 

economic dimension, 5 activities have been recognized: to get maximum 

benefits, to meet the expectations of shareholders' benefits, to offer low-

cost products, to be market leaders, and to promote their products or 

services through costly advertising campaigns. Finally, practices identified 

in the environmental dimension of CSR have been: to reduce waste of 

resources, to have an ethical code of conduct, to publish an annual report 

on the environment, to protect scarce resources and biodiversity, to reduce 

emissions of toxic and polluting products and to promote an efficient use 

of energy. For the second and third objective of the research, we have 

calculated the average rating that students from both countries have 

granted to the three dimensions identified as an integral part of CSR and 

their respective elements. Likewise, comparisons of perceptions of 

respondents in Brazil and Spain were made using ANOVA. The results are 

shown in Table 3 and Figure 1. 
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Items average Social Dimension, Spain 

Items average Enviromental Dimension, 

Brazil 

Items average Enviromental Dimension, Spain 

Items average Economic Dimension, Brazil 

Items average Economic Dimension, Spain 

 

  

Dif Averages:  

DCI***; DCPT*; DCDH**; 
DCAP**;DCFE***;DCCV***;DCND***; 

DCIU***;DCSC***;DCCIB***;DCP*** 

Dif Averages:  

DCREC***; DCRD***;DCCET***; 
DCPI***;DCPROT***;DCRN***; 

DCPCONT***; DCEE*** 

Dif Averages: 

DCOBns; DCOP***; 
DCLMns; DCPP*** 

Note: Anova. ***p<0,01; **p<0,05; *p<0,06; ns: not significant. 

Figure 1. Average perception of business activities that make up the dimensions of CSR. 

Items average Social Dimension, Brazil 

Complimentary Contributor Copy



Attitudes toward Corporate Social Responsibility 283 

Table 3. Average perception of dimensions of CSR 

 

 Average 

rating 

Brazil 

Average 

rating Spain 

Difference in the 

ratings 

Social dimension CSR 4.0 3.92 0.38*** 

Economic dimension CSR  3.46 3.42 0.04ns 

Environmental dimension CSR 4.41 3.70 0.71*** 

Note: ANOVA.  

Difference between the averages of each dimension by country.***p<0,01; ns: not significant. 

 

Table 3 shows that Brazilian students give a higher score to 

environmental and social dimensions, being quite reluctant concerning the 

economic dimension. Spanish students give more weight to the social 

dimension, followed by the environmental dimension. Although Spanish 

students are more critical than Brazilians in their average rating of the 

different dimensions, there are no great differences dealing with the 

influence of different dimensions on their buying decision. Based on the 

ANOVA analysis, young Brazilians show a more positive perception than 

Spanish ones in social and environmental dimensions. However, there are 

not significant differences regarding the perception of the economic 

dimension. 

Figure 1 shows the average perception of each one of the elements that 

constitute the social, economic and environmental dimensions of CSR. In 

order to study the meaning about the difference in the average value of 

each item per country, the ANOVA analysis allows us to extract some 

interesting and significant results. In the social dimension, Brazilian 

students have significantly more positive perceptions than the Spanish 

ones, except for the "create jobs" (DCPT) activity in which young 

Spaniards give a higher rating. Concerning the economic dimension, there 

are no significant differences in the average perceptions of business 

activities corresponding to "get maximum benefits" and "be market 

leaders", in both countries. However, in a significant way Spanish young 

people have a more positive perception regarding the "offer low-cost 

products" (DCOP) activity, while young Brazilians show that the activity 

"promote their products or services through expensive advertising 
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campaigns" (DCCP) is more influential in their purchasing decision. 

Undoubtedly, the recession period of the Spanish economy with 25% 

unemployment, being even higher in young people, justifies the 

importance that Spanish students give to business activities aimed at 

creating jobs and offering products at low prices. On the other hand, all 

business activities related to the environmental dimension have a greater 

influence on the buying decision for young Brazilians than on the Spanish 

ones. These significant differences are greater in activities related to 

"publishing environmental report" (DCPI), "having an ethical code of 

conduct" (DCCET) and "protecting scarce resources and biodiversity" 

(DCPRO). 

 

 

CONCLUSION 

 

In a predominantly business scenario where globalization and ongoing 

technological breakthroughs, structural changes and new forms of 

management have led to greater competition which means that everything 

about corporations revolves around reaching higher market shares, CSR 

practices could be, however, the best alternative to achieving high levels of 

profitability pursued by these entrepreneurs (Paul et al., 2008). And in this 

corporate context, market research has been fundamentally focused on 

analyzing how various rational and emotional associations exist in the 

minds of individuals who, by knowing and acting on them, allow 

companies to keep their customers, indoctrinating them in a way so that the 

customers act under behavioral guidelines established by the companies. 

Yet in this article, like Matute and others (2011), we go beyond the classic 

paradigms of consumer behavior, considering other variables such as 

corporate ethics as a key element that contributes to modeling consumer 

evaluations and attitudes toward a business. Therefore, we believe that 

corporate CSR practices can contribute to customer loyalty through 

customer satisfaction and corporate commitment, two concepts generally 

considered as mediation factors between customer perception and future 

intentions (Garbarino and Johnson, 1999). In addition, we consider that 
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CSR activities can also influence customer perceived performance of the 

entity through, among other things, a responsible corporate projection, for 

example on the pricing policy that it implements (Matute et al., 2011). An 

increasing number of companies carrying out social responsibility 

activities and increasingly aware consumers seem to attach a growing 

importance to companies that implement these activities. All the same, 

there is still a great lack of awareness of CSR in both the citizenry and 

business. CSR is mistakenly interpreted on many occasions when it is 

related only to charitable activities. In this sense, the implementation of 

CSR educational programs in universities allows students to clearly 

identify the various social, economic and environmental activities. Further, 

this increased knowledge and their subsequent approach to companies 

implementing CSR activities enables pressure to be put on other companies 

that misuse these practices. According to Auger and others (2007), the 

amount of empirical research on consumer attitudes toward social and 

ethical issues in various countries is still very limited. In this sense, our 

work tries to fill this gap by studying the behavior of consumers in the face 

of the various CSR activities currently carried out by companies. 

Therefore, the objective of the work respects three criteria: to know 

whether university students in the field of business management who have 

received CSR training, acting as current consumers, clearly identify the 

different dimensions of CSR; identifying activities that university students 

have a better perception of; and identifying possible significant country-

specific differences in the importance that they give to the various 

activities in their buying decision. Students who have received training in 

social responsibility clearly identify the three dimensions of CSR, pointing 

to the importance of including specific CSR modules in universities for its 

better knowledge. Brazilian students have a more positive perception of 

socially responsible business practices than Spanish students, with 

significant differences in the social and environmental dimension, 

especially in the latter. The situation of social and economic inequality in 

the country is reflected in the greater sensitivity of Brazilian youth to social 

activities. Moreover, the country's concern for environmental conservation 

has a clear impact on the better perception that Brazilian young people 
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have concerning these issues. Taking into account the activities that make 

up the environmental dimension, a more positive assessment for activities 

related to "publishing an environmental report", "having an ethical code of 

conduct" and "protecting scarce resources and biodiversity" is carried out. 

On the other hand, the context of the economic downturn in which Spain is 

immersed and the fact that many Spanish companies use CSR practices as 

marketing tools, undoubtedly influence the lower evaluation that Spanish 

young people give to such practices. The economic downturn and the 

resulting high unemployment rates in Spain justify that Spanish young 

people better evaluate activities aimed at "offering products at low prices" 

and "creating jobs". The results obtained in this work bring novelties and 

knowledge to an academic and geographic context that has not been 

studied so far, allowing the identification of the role of two public 

companies, such as universities, from two different cultural contexts 

(Brazil, Spain), in training and indoctrination of future business leaders in 

relation to their perception of CSR activities. Moreover, in agreement with 

previous authors (Wang and Juslin, 2011; Kouvila, 2008) and according to 

the results obtained in other studies related to the line of research on CSR 

presented here (González-Rodríguez et al., 2013a, 2013b), this perception 

of our reference sample of these CSR activities is conditioned, or at least 

influenced, by the set of human values that, according to Schwartz (1992), 

these individuals present. A scale of values that, in turn, we believe, 

throughout the education, training and indoctrination process for the 

exercise of their students’ future role as business leaders, these universities 

have been modeling. In line with the foregoing, we consider the promotion, 

training and indoctrination among its group of students of CSR activities 

by these higher education institutions to be crucial. Leitão and Silva (2007) 

have defended the particular interest and innovative nature of the 

relationship between CSR and the University, while the literature so far is 

quite scarce in this educational context. Moreover, we agree with these 

authors who argue that, first of all, the study of CSR should be carried out 

at universities. Secondly, social marketing initiatives should be put into 

practice among institutional, social and business networks, and university 

institutions can assume the strategic role of mediation since, through their 
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work, they are training the future leaders and mediating between these 

business institutions and society in general. 
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ABSTRACT 

 

The purpose of this chapter is to study the evolution of corporate 

social responsibility at the Michelin Company. Since the founding of the 

Michelin Company in 1889, the Managing Directors have focused on 

controlling the company in a manner that aims at being responsible to its 

customers, its employees and to the local community. After the 

transformation of the company into a global enterprise, as well as its 

listing on international stock exchanges, the Managing Directors decided 

on a change in the strategy of the company towards becoming a more 

environmentally and socially responsible enterprise. This chapter traces 

this strategic management decision. 

 

Keywords: Michelin, management control, sustainable development, 

environmental accounting 
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INTRODUCTION 

 

The objective of this chapter is to study the evolution of corporate 

social responsibility at the Michelin Company1. During the first 100 years 

of its existence, the Managing Directors of Michelin implemented a 

management control strategy which focused on the company’s 

responsibility to its customers, its employees and the local community. 

Michelin was often referred to as a “paternalistic” company, which offered 

social benefits to its employees such as housing, schools, hospitals, 

recreational facilities and cash bonuses that were not common among 

industrial enterprises during fist part of the 20th century (McCabe 2016). A 

second aspect of the company’s management control strategy was its focus 

on the continual improvement of its primary product, tires, with respect to 

safety, durability and reduced environmental impact through scientific 

research and testing. Thus, Michelin was considered to be a social 

responsible enterprise in advance of other industrial firms. However, while 

solidly based on the social ethic of the Michelin family, the management 

control strategy employed by the Michelin Company may also have been 

intended to avoid unionization, and as a result there were confrontations 

with organized labor in the 1930s through the 1970s (McCabe 2016). After 

the transformation of the company into a multinational enterprise, as well 

as the listing on international stock exchanges, a growing competition from 

Asian competitors, and various labour controversies in France, the 

Managing Directors decided on a change in the management control 

strategy of the company towards becoming a more environmentally and 

socially responsible enterprise.  

The remainder of this chapter is organized into the following sections. 

Section 2 briefly discusses certain theoretical foundations related to the 

                                                           
1 The Michelin is one of the world’s primary tire manufactures.  The company headquarters is 

located in Auvergne, France, in the city of Clermont-Ferrand. Its products are intended for 

all types of vehicles: cars, trucks, motorcycles, aircraft, and civil and agricultural 

construction vehicles. It is a multinational company listed on various international stock 

exchanges. The company’s net sales amounted to €20,997 billion in 2016, which puts it 

second world behind the Japanese manufacturer Bridgestone. Industrially established in 18 

countries and a commercial presence in 170 countries, it employs 111,700 people, including 

more than 20,000 in France (Michelin Group 2016a). 
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topic of the chapter. Section 3 reviews the methodology used in this 

chapter. Section 4 presents a brief history of the Michelin Company. 

Section 5 discusses the change in management control strategy through an 

analysis of the Annual Sustainability Reports from 2009 to 2016. Section 6 

concludes the chapter.  

 

 

THEORETICAL FOUNDATIONS 

 

Corporate Social Responsibility 

 

There is no single definition of corporate social responsibility (CSR) 

and practices often vary. Some definitions have a reference value, for 

example, that of the European Commission, which stated in its Green 

Paper in 2001 that CSR is a “concept whereby companies integrate social, 

environmental and economic concerns in their activities and in their 

interactions with their stakeholders on a voluntary basis” (European 

Commission 2001).  

According to the French Ministry of Ecology, CSR is a concept 

whereby companies integrate social, environmental and economic concerns 

in their activities and in their interactions with their stakeholders (Ministry 

of Ecology, Sustainable Development and Energy 2015). This being said, 

CSR is often understood as the implementation within a company of the 

concepts of sustainable development, which incorporates the three pillars 

of environmental, social, and economic processes (Capron and Quairel 

2007). 

 

 

Management Control Strategy and Corporate  

Social Responsibility 

 

Many authors have discussed the topic of management control (see, for 

example: Alcouffe et al. 2008a, b; Berland 2002; Boisvert 1966; Bouquin 
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1994; Ferrell and Jouault 1991; Chandler 1988; Johnson and Kaplan 1987; 

Pezet 2000). Most of these authors have emphasized the importance of 

management control for the effective functioning of organizations. 

Capitalizing on vision, mission and strategy of a company, management 

control is defined as a process of establishing the goals and objectives of 

an organization (Executive Level Management), furnishing the means to 

achieve these objectives (Operating Management), comparing performance 

against objectives (Management Controllers), correcting objectives and 

adjusting the means (Operating Management) (Berland and Ronge 2011). 

See Figure 1.  

Consequently, it is the management control strategy towards CSR as 

defined by the Executive Management which initiates the organization’s 

response to CSR, and it is the Executive Management which sets the 

objectives regarding the achievement of CSR policies. Operating 

Management plays a key role by furnishing the means to achieve the 

objectives and correcting both the objectives and the means after 

performance evaluation has been made in order to keep the organization 

moving towards achieving the objectives established by the Executive 

Management. The Management Controllers play an important role in this 

process in that they are responsible for the Environmental Accounting 

system which produces the metrics that are used to assess the progress of 

the organization towards achieving the CSR objectives.  

In recent years, there has been a growing body of research focusing on 

management control strategy in relationship to CSR (see for example: 

Renaud 2009, 2013; Arjalies and Mundy 2013; Gond et al. 2012). Renaud 

(2009, 2013) and Arjalies and Mundy (2013) have referred to the work of 

Simons (1994) on interactive control in the environmental field. 

Environmental management control involves the extension of traditional 

management control techniques to environmental concerns with the 

mission of implementing or changing the management control strategies of 

the organization. The environmental field is conducive to interactive 

control because, on the one hand, strategic uncertainties characterize this 

field (environmental regulations are often stringent; it is difficult to predict 

the evolution of environmental concerns; there is uncertain environmental 
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risk), and on the other hand, there may be confrontations between the 

strategies proposed by the managers of the company and its internal or 

external stakeholders. Also, building on Simons’ levers of control 

framework, Gond et al. (2012) distinguished two uses of management 

control strategy in relation to CSR- a diagnostic use and an interactive 

use—and they specified the modes of management control strategy and 

CSR integration. 

Researchers in accounting have also examined the impact of CSR on 

management control (Caron et al. 2007; Essid and Berland 2011). This line 

of research is sometimes referred to as ‘eco-control’ or environmental 

management control (Henry and Journeault 2010). In this regard, if the 

definition of CSR adopted at the European level primarily focuses on an 

environmental dimension, it is also acknowledged that the concept of CSR 

involves the initiative of companies to contribute to the improvement of 

society as well as environmental sustainability (Bowen 1953). This wider 

vision of CSR leads to a management control strategy that directly 

influences the processes, structures, and functions of management with 

respect to CSR. In addition, there can be a significant impact on 

management control strategies with respect to CSR for listed companies, 

which are subject to legal and institutional obligations such as the 

Nouvelles Regulations Economiques (2001) in France, especially with 

regard to the requirement for a budgeting system where environmental and 

social performance are measured.  

In addition, a significant amount of prior research has focused on 

environmental accounting (see for example: Schaltegger et al. 1996; 

Schaltegger and Burrit 2000; Schaltegger et al. 2000; Schaltegger et al. 

2013; Gibassier 2015; Gibassier and Schaltegger 2015; Gibassier 2016). 

This research does not always focus on the social aspects of CSR. 

However, suffice it to say, that because CSR incorporates both 

environmental and social concerns, companies must develop an integrated 

management control strategy towards CSR. 
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Figure 1. 

 

METHODOLOGY 

 

The methodology employed in this chapter has two aspects. First, in 

order to obtain a better historical understanding of Michelin’s management 

control strategy with respect to CSR, we reviewed publications written by 

academics and other scholars. Table 1 shows a list of these references. The 

overall conclusion of these publications is that the managers of Michelin 

have implemented a management control strategy which focuses on the 

company’s responsibility to its customers, its employees and the local 

community. Michelin has been a “paternalistic” company, which offered 

social benefits to its employees that were not common among industrial 

enterprises at the time in order to retain employees and avoid unionization 

(McCabe 2016). 
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Table 1. List of References Focusing on the History of Michelin 

 

Amdur, K. E. 1998. “Paternalism, Productivism, Collaborationism: Employers and 

Society in Interwar and Vichy France.” International Labor and Working-Class History 

53: 137-163.  

Bonnet, O. and P. Gazagnes. 2002. In the Footsteps of Michelin in Clermont, Clermont-

Ferrand: Editions du Mirror. 

Dumond, L. 1999. “Le Défi technique.” In Les Hommes du pneu: les ouvriers Michelin 

à Clermont-Ferrand de 1940 à 1980. Edited by André Gueslin, 17-91. Paris: Les 

Editions de l’Atelier.  

Gueslin, A. 1993. Les Hommes du pneu: Les Ouvriers Michelin à Clermont-Ferrand de 

1898 à 1940. Paris: Les Éditions de l’Atelier.  

Gueslin, A. 1999. “Introduction.” In Les Hommes du pneu: Les Ouvriers Michelin à 

Clermont-Ferrand de 1940 à 1980. Edited by André Gueslin, 7-15. Paris: Les Éditions 

de l’Atelier.  

Lamy, C. 1999. “Autour de Michelin: Mémoires.” In Les Hommes du pneu: les ouvriers 

Michelin à Clermont-Ferrand de 1940 à 1980, edited by André Gueslin, 293-329. Paris: 

Les Editions de l’Atelier. 

Lottman, H. R. 2004. Michelin Men: Driving an Empire. New York: I. B. Tauris. 

Michelin, F. 2003. And Why Not? The Human Person at the Heart of Business. New 

York: Lexington Books. 

Quincy-Lefebvre, P. 1999. “Le système social Michelin de 1945 à 1973 ou 

l’épuisement d’un modèle.” In Les Hommes du pneu: les ouvriers Michelin à Clermont-

Ferrand de 1940 à 1980, edited by André Gueslin, 93-220. Paris: Les Editions de 

l’Atelier. 

Reid, D. 1985. “Industrial Paternalism: Discourse and Practice in Nineteenth-Century 

French Mining and Metallurgy.” Comparative Studies in Society and History 27(4) 

(1985): 579-607. 

Toraille, J. 2005. Sustainable Development Chez Michelin. Paris: School of 

Management Paris. 

the percentage of the total pages devoted to environmental accounting metrics, the.  

 

The second aspect of our methodology was an analysis of the Annual 

and Sustainable Development Reports issued by Michelin from 2009 to 

2016. These reports describe and discuss the Performance and 

Responsibility Michelin (PRM) strategy which was designed to move the 

company towards a more environmentally and socially responsible 

enterprise. Table 2 shows a list of the Annual and Sustainable 

Development Reports and their respective URLs. For each of these reports, 
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we read the report and noted the following items: the total number of pages 

in the report, the total number of pages devoted to environmental 

accounting metrics, total number of pages devoted to social metric, the 

percentage of the total pages devoted to social metrics, whether the report 

was audited. The findings of this analysis will be discussed in Section 5 of 

the chapter. 

 

 

A BRIEF HISTORY OF MICHELIN 

 

André Michelin and his brother Édouard founded Michelin and Co. in 

1889, in Clermont-Ferrand, France. The business of the company involved 

rubber production, both synthetic and natural. Initially, 52 persons worked 

for the company and they lived next to the factory in company provided 

housing. Schools and hospitals were also provided for the workers. In 

1891, after helping a British cyclist repair a broken tire, the Michelin 

brothers developed a removable bicycle tire that could be quickly repaired. 

In 1895, they improved their tire through the addition of a natural rubber. 

The resulting product was the first of its type which was not synthetique or 

man-made. In 1895, in the Paris-Bordeaux-Paris automobile race, the 

Michelin brothers piloted l’Eclair, which was the first automobile fitted 

with rubber tires (Michelin Group 2016a).  

 

Table 2. Michelin Annual and Sustainable Development Reports, 

Years 2009-2016 (source: http://www.michelin.com/eng/media-

room/press-and-news/michelin-reports/(category)/149/(year)/-1 

 

2016 MICHELIN ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 

2015 ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 

 2014 ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 

2013 ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 

2012 ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 

2011 ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 

2010 ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 

2009 ANNUAL AND SUSTAINABLE DEVELOPMENT REPORT.PDF 
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The Michelin Company grew rapidly during the first forty years of its 

existence, from 3,400 employees in 1906, to 10,000 in 1919, to 18,000 in 

1927. The products produced by the company were primarily tires intended 

for use on all types of vehicles from bicycles to automobiles, to trains, 

streetcars, heavy trucks and airplanes. Scientific research and development 

was a primary focus of management, but there was also what was called 

the “Michelin System” (Gueslin 1993). This system included free or low 

cost housing, health care, schools and recreational facilities for employees, 

as well as cash bonuses which were added to pension payments, thus 

promoting long-term employment with the company. While this system 

worked well for many years, with the advent of the Great Depression of the 

1930s, there was increasing labor unrest throughout France which also 

affected Michelin. In 1936 during the era of the Front Populaire2, Michelin 

experienced two labour strikes which involved occupation of factories. The 

General Confederation of Labour (CGT) went from 100 members to more 

than 6,000 members, and it surpassed 7,000 in 1937. As a result of these 

labor movements, workers obtained a 25% increase in salary in June 1936 

(Gueslin 1993).  

With the occupation of France by Nazi Germany and the establishment 

of the Vichy Government, there was a difficult decision faced by Michelin 

management whether to resist and have the company closed down, with the 

workers sent to Germany as forced laborers, or whether to silently 

collaborate. Michelin management decided on the second course of action, 

and as a result many jobs were saved. Because it was recognized that there 

was little choice in the matter, the trade unions generally accepted the 

decision. However, after the War there was considerable labor unrest 

which spread throughout many parts of Europe, and Michelin was not 

exempt from these wider labor movements (Dumond 1999).  

                                                           
2 The Popular Front (French: Front populaire) was an alliance of left-wing movements (e.g., 

French Communist Party (PCF), the French Section of the Workers' International (SFIO) 

and the Radical and Socialist Party) during the interwar period. The Popular Front won the 

May 1936 elections, leading to the formation of a government headed by SFIO leader Léon 

Blum and composed of Radical-Socialist and SFIO ministers. The workers' movement 

welcomed this electoral victory by launching a global strike in May–June 1936, this resulted 

in the negotiation of the Matignon agreements, one of the cornerstone of social rights in 

France. 
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In 1946, Michelin filed the first patent for a radial tire, which was sold 

beginning in 1949 under the name Michelin X. The introduction of the 

radial tire was highly controversial within the company, because of its long 

life, which meant that fewer tires would be purchased. The strong demand 

for the scientifically advanced radial tire led to a significant expansion of 

sales of the company and placed Michelin first in the world in tire 

manufacturing (Lottman 2004). François Michelin, the grandson of one of 

the founders, was largely responsible for taking the risks associated with to 

the introduction of the radial tire. He became the General Manager of the 

company in 1955 and thereafter served as General Manager for over forty 

years. Under his leadership, the company opened 30 plants worldwide, and 

increased the volume of tires produced by five times. Although he was one 

of the most important corporate executives in post-War France, Francois 

Michelin maintained a low profile. When he did speak, he emphasized the 

corporate social responsibility ethic established by his family that formed 

the basis of the Company’s management control strategy towards CSR. In 

a book written in 2003 after his retirement, he summarized this corporate 

social responsibility ethic:  

 

“The life of a business is basically an ongoing creation. To achieve a 

better response to the constantly changing needs of its buyers, it can only 

move forward by engaging in innovation in both the long and short term. 

Hence the importance of research which requires time, and therefore, the 

importance of long-term support on the part of the managers, owners and 

employees of the company in order to support these efforts and to take 

repeated risks to ensure the growth of the enterprise. Thus, the three main 

actors in a business, personnel, shareholders and customers are engaged 

in an adventure together over the long haul. To approach the business 

from a merely financial point of view is a major danger.” (Michelin 2003, 

p. 30).  
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A CHANGE TOWARDS CSR 

 

In legal form, the Michelin Company has been, for most of its 

existence, a Société en commandite par actions (SCA). The SCA is a 

French legal structure in which there are two types of partners: (1) the 

Commandités (General partners) who are the legal owners of the 

company, and who are responsible for the debts of the company, (2) the 

Commanditaires who have the status of investors or limited partners. The 

SCA is managed by Gérants (managers) appointed by the Commandités 

with the agreement of the Commanditaires. The Gérants are controlled by 

a supervisory board consisting of Commanditaires. While relatively 

unusual for a major listed company, this type of organizational structure 

has facilitated a management control strategy which permits an emphasis 

on the corporate social responsibility focus of the Michelin family.  

Since the founding of Company, the General Managers have 

implemented a management control strategy which has concentrated on 

being responsible to its customers, its employees and the local community. 

Beginning about the year 2002, there was a decision taken by the 

Managing Directors to modify the management control strategy towards 

one which was more environmentally focused.  

This section examines the steps taken by the Managing Directors of 

Michelin during the last fifteen years to become both more 

environmentally and socially responsible. The effort began in 2002 under 

the direction of the General Manager, Edouard Michelin, who was the 

great-grandson of one of the Michelin founders. Edouard Michelin was 

committed not only to the corporate social responsibility ethic established 

by his family, but also to environmental sustainability. He was a member 

of the World Business Council for Sustainable Development, a CEO-led, 

global association of international companies focusing on sustainable 

development. In order to facilitate the change of management control 

strategy, unfortunately, Edouard Michelin died in a boating accident in 

2006, when he was only 42 years old (The Associated Press 2006). 

However, the efforts to change the management control strategy towards 

CSR were carried forward by the Managing Directors of Michelin.  
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Environmental Issues Unique to Michelin 

 

The first step in moving the company towards a more environmentally 

responsible enterprise was to identify, in the sector of road mobility, those 

factors which affected the company most directly. This identification 

required an analysis of the life cycle of Michelin products: manufacture of 

raw materials, product manufacturing, use, and disposal. The main 

challenge is not with the manufacture of tires, because the factories are not 

overly polluting. The main environmental impact of tires arises from their 

use, due to rolling resistance. The tire forms a ring, while the surface of the 

ground is flat. At the point of contact between the tire and the road there is 

a deformation of the tire when it is in contact with the road and then it 

resumes its original shape. This phenomenon of deformation consumes up 

to 20% of the amount of fuel used by a vehicle. In other words, it is the use 

of tires that leads to environmental pollution (Toraille 2005). 

To meet these challenges, Michelin adopted as early as 2002 a 

management control strategy called Michelin Performance and 

Responsibility (MPR), which includes twelve themes of action: 

 

1. Responsible for products and service performance 

2. The environmental impact of the use of tires 

3. The valuation and disposal of non-reusable tires 

4. Environmental site management 

5. The quality of life at work at sites 

6. Diversity in teams 

7. Relationships with communities 

8. Business risk management 

9. Contribution to sustainable mobility 

10. Relationships with suppliers 

11. The CO2 of logistics 

12. Ethics and human rights 

 

In effect, the MPR is an expression of the management control strategy 

of the Michelin Company with respect to CSR.  
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Table 3. Summary of Sustainable and Development Reports 

 

Year Total 

Pages  

Pages Devoted 

to Environment 

Percent Pages 

Devoted to 

Environment 

Environment 

KPI (MEF*) 

Pages 

Devoted to 

Social  

Percent Page 

Devoted to 

Social 

Social KPI 

(Payroll) 

Significant 

Event 

New Slogan or 

Event 

2009 120 14 12% 78.1 16 13% 109,193    

2010 116 15 13% 70.0 19 16% 111,190    

2011 92 9 10% 67.1 8 9% 115,000  J-D Senard 

becomes 

Chairman 

“A New Phase of 

Dynamic Growth” 

2012 100 7 7% 67.0 9 9% 113,443  UN Global 

Compact 

“What Makes Us 

Different Makes Us 

Better” 

2013 98 14 14% 66.5 8 8% 111,200  Six 

Ambitions 

for 2020 

 

2014 96 14 15% 65.0 8 8% 112,300  Materiality 

Matrix 

 

2015 55 8 15% 63.0 12 22%  111,700  Materiality 

Matrix 

Dow Jones 

Sustainability 

Index 

2016 55 7 13% 57.0 7 13% 111,700  Materiality 

Matrix  

Ranked 14th out of 

100 companies in 

CSR 
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Sustainable Development Reports 

 

Since 2009, Michelin has issued Annual and Sustainable Development 

Reports which report on the progress of the company towards achieving 

the objectives established in the MPR. In this section we analyze these 

Annual and Sustainable Development Reports from 2009 to 2016. For each 

of the reports, we read the report and noted the following items: the total 

number of pages in the report, the total number of pages devoted to 

environmental accounting metrics, the percentage of the total pages 

devoted to environmental accounting metrics, the total number of pages 

devoted to social metric, the percentage of the total pages devoted to social 

metrics, whether the report was audited. Table 3 summarizes these 

findings. 

The 2009 Annual and Sustainable Development Report contained 120 

pages, of which 14 pages or 12% were devoted to environmental issues 

and metrics and 16 pages or 13% were devoted to social issues and 

metrics. The Key Environmental Indicator (KPI) metric was explained in 

the 2009 Report and is referred to as Michelin Environmental Footprint 

(MEF). The calculation of the MEF is weighted 15% for each of the 

following metrics: energy consumption (Gj per ton of tires produced), 

water consumption (cu.m per ton of tires produced), volatile organic 

compounds (kg per ton of tires produced), CO2 emissions (tons per ton of 

tires produced), waste produced (kg per ton of tires produced), waste land 

filled (kg per ton of tires produced). The MEF calculation for the 2009 

Annual and Sustainable Development Report from page 11 of the report is 

shown in Figure 2.  

In the 2009 report, there was a page was devoted to Key Social 

Indicators, which included: number of employees, employees by region, 

diversity in terms of percentage women and disabled, hours of training per 

employee, employees by job category, and safety. These Key Social 

Indicators were not aggregated into an overall metric. The Key Social 

Indicators for the 2009 Annual and Sustainable Development Report from 

page 10 of the report are shown in Figure 3.  
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Figure 2. Calculation of Michelin Environmental Footprint  

(source: Michelin Performance and Responsibility 2009 Annual and Sustainable 

Development Report, p. 11). 

 

Figure 3. Key Social Indicators (source: Michelin Performance and Responsibility 

2009 Annual and Sustainable Development Report, p. 10). 
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The 2010 Annual and Sustainable Development Report was similar to 

the 2009 Report, with 116 pages, of which 13% was devoted to 

environmental issues and metrics and 16% was devoted to social metrics; 

this was an increase over 2009.  

The 2011 Report was shorter than the 2009 and 2010 reports, at 92 

pages, with less space devoted to both environmental (10%) and social 

(9%) issues and metrics. This was also the first year that Jean-Dominique 

Senard was in post as Managing Director. Senard was the first Managing 

Director in the history of Michelin to be unrelated to the Michelin family 

(Feuerstein and Barroux 2012). In another signal of the change of 

management control strategy, the 2011 Report was subtitled: “A New 

Phase of Dynamic Growth.” The meaning of this slogan was summarized 

in the following way:  
 

“By 2030, the number of vehicles worldwide will increase very 

significantly and road mobility will have to substantially reduce its 

energy consumption and its environmental impact. Both of these trends 

represent powerful growth drivers for Michelin. A pioneer and active 

promoter of sustainable mobility and one of the few global tire makers, 

Michelin has embarked on a new phase of dynamic growth. To meet the 

challenges that lie ahead, it can leverage such core strengths as its 

technological leadership, its capacity for innovation and the power of the 

Michelin Performance and Responsibility process. Throughout, it will 

remain sharply focused on enhancing mobility and creating value, while 

respecting the needs of its customers, employees, shareholders and 

society as a whole.” (2011 Annual and Sustainable Development Report, 

p. 1). 

 

The 2012 Report at 100 pages was somewhat longer than the 2011 

Report, however, only 7% of the pages were devoted to environmental 

issues and metrics and 9% to social issues. The 2012 Report was the first 

year which stated that Michelin had joined the UN Global Compact, which 

aims to mobilize companies to enhance human rights and sustainable 

development on a global basis. The 2012 Report was sub-titled: “What 

Makes Us Different Makes Us Better.” The meaning of this slogan was 

specified in terms of Six Strengths: Aligned, Committed Teams; 
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Technology Leader; A Premium Positioning; The Leader in Specialty 

Tires; A Robust Balance Sheet; A Balanced Global Growth Dynamic, and 

Six Levers of Sustainable Value: Sharing Strong Ethical Values; 

Encouraging Personal Commitment; Cultivating a Spirit of Initiative and a 

Passion for Innovation; Focusing on Sustainable Profitability; Working for 

the Future of our Planet; Working for a Better Society.  

At 98 pages, the 2013 Report was approximately the same length as 

the 2012 Report, but there was an increase in the percentage of pages 

devoted to environmental issues and metrics at 14% versus 7% in 2012. 

About the same percentage of pages was devoted to social issues at 8% 

versus 9% in 2012. The 2013 Report had the super-title “Destination 

2020,” which listed Six Ambitions for the Company: including: Widen our 

lead in product performance; Set the industry standard for responsible 

manufacturing; Secure our financial performance; Work together to 

continuously improve employee well-being and personal growth; 

Strengthen ties with our host communities; Improve everyone’s quality of 

life through sustainable mobility. The 2013 Report celebrated the tenth 

anniversary of the MPR approach and was an opportunity to gauge its 

effectiveness acknowledging the progress made in several of the 12 key 

focus areas listed in 2002 (e.g., social dialog, workplace health and safety, 

etc.). This made Michelin a recognized leader in energy-efficient tires: 

according to the 2014 ranking of the Dow Jones Sustainability Index 

(DJSI)1, Michelin is ranked “best in its industry” in six areas, including 

innovation management, product stewardship, climate strategy and 

environmental management. Michelin is one of two tire manufacturers to 

be ranked in the global DJSI index, demonstrating its global sustainability 

performance. 

In 2013, the MPR approach gained fresh momentum with the 

formulation of Six Sustainable Development Ambitions for 2020 to be 

rolled out across the entire Group so that sustainable development, in all of 

its dimensions, really becomes a core focus of Michelin’s strategy. 
                                                           
1 Launched in 1999, the DJSI was the first global index to measure performing companies in 

terms of sustainability. The DJSI World is a widely recognized sustainability index. Each 

year the 3,400 largest listed global companies on the Global Total Stock Market Dow Jones 

index are invited to participate in the survey. 
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The 2014 Report was similar to the 2013 Report, with 98 pages, of 

which 15% was devoted to environmental issues and metrics, and 8% was 

devoted to social issues. The 2014 Report was sub-titled “Open Minded: 

Driving Growth in a Spirit of Openness.” This slogan was illustrated by a 

formal consultation with stakeholders held on May 13-14, 2014 in 

Clermont-Ferrand.  
 

“Michelin organized a seminar with around 20 stakeholders, 

including NGOs, customers, suppliers, labor unions, socially responsible 

investors, academics and multilateral agencies. On the agenda were round 

tables on three topics of general interest: 1. What Michelin should do as a 

tire maker to become a leader in sustainable development. 2. How 

Michelin can contribute to sustainable mobility in cities. 3. How 

sustainable mobility can be developed in a world of limited natural 

resources. The sessions were attended by members of the Executive 

Committee along with Operating Management. The Group’s discussions 

and decisions have been enriched by the remarks and ideas expressed, 

several of which have already led to action.” (2014 Michelin Annual and 

Sustainable Development Report, p. 14). 

 

At 55 pages, the 2015 Report was much shorter than any of the 

previous reports. 15% of the 2015 Report was devoted to environmental 

issues and metrics, but 22% was devoted to social issues, which 

represented a marked increase in comparison with the 2014 and 2013 

reports. The slogan for the 2015 Report was “Michelin: Winning the 

Future.” This slogan was explained by the following: 
 

“OFFERING EVERYONE A BETTER WAY FORWARD. Because 

we believe that mobility is essential for human development, we are 

innovating passionately to make it safer, more efficient and more 

environmentally friendly. Our priority and firm commitment is to offer 

our customers uncompromising quality. Because we believe that all of us 

deserve personal fulfillment, we want to enable everyone to do his or her 

best, and to make our differences a valuable asset. Proud of our values of 

respect, we are all sharing the adventure of better mobility for everyone.” 

(2015 Michelin Annual and Sustainable Development Report, p. 2). 
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At 55 pages, the 2016 Report was similar in length to the 2015 Report, 

with 13% devoted to environmental issues and metrics and 13% devoted to 

social issues. The slogan for the 2016 report was “With You, For You.” In 

explanation of this slogan, the statement about OFFERING EVERYONE 

A BETTER WAY FORWARD, from the 2015 Report was repeated in its 

entirety, along with the addition explanation: “WITH YOU, FOR YOU: 

customers, employees, shareholders, stakeholders…our advances, are for 

you.” (2016 Michelin Annual and Sustainable Development Report, p. 3). 

In September 2015, the Michelin Group was commended for its 

commitment to sustainable development. The DJSI survey gave Michelin a 

score of 87/100, up 4 points, which was first place in the original 

equipment sector. Michelin also ranked first in this sector in relation to 12 

of the 18 assessment criteria used by the survey in the three major CSR 

fields: social aspects, environmental aspects and societal aspects. In the 

field of the environment, Michelin kept the maximum score of 100 for its 

climate strategy. In the economic area, Michelin performed best on five of 

the six criteria, with the largest increase in relation to its code of ethics and 

compliance policy (up 15). 

 

 

DISCUSSION 

 

Various scholars (Bonnet and Gazagnes 2002; Dumond 1999; Gueslin 

1993, 1999; Lamy 1999; Lottman 2004; Quincy-Lefevre 1999) have 

addressed the history of the Michelin Company, particularly during the 

first 100 years of its existence, in which the Managing Directors of the 

Company implemented a management control strategy which focused on 

the company’s responsibility to its customers, its employees and the local 

community. Michelin was called as a “paternalistic” company, which had 

both positive and negative connotations. While Michelin offered social 

benefits to its employees that were not typical among industrial enterprises 

during first part of the 20th century, this strategy may have been intended to 

avoid unionization and consequently there were frequent confrontations 

with organized labor in the 1930s through the 1970s (McCabe 2016). A 
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second aspect of the company’s management control strategy was its focus 

on the continual improvement of its primary product, tires, with respect to 

safety, durability and reduced environmental impact through scientific 

research and testing. As a result, Michelin was considered to be a socially 

responsible enterprise (Gueslin 1999).  

In the early years of the 21st century, the Managing Directors of 

Michelin decided on a change in the management control strategy towards 

becoming a more environmentally responsible enterprise. Through a 

review of the Annual and Sustainable Development Reports issued since 

2009, this change in management control strategy becomes more evident. 

Clearly, these Sustainable Development Reports are self-serving public 

relations devices on the part of the top management of the Company. 

However, the reports also reveal a consistent view of corporate social 

responsibility both in terms of the environmental and social domains. The 

reports reveal a positive decline in the Michelin Environmental Footprint 

(MEF) over the period from 2009 to 2016 and express an ambition to 

improve on this metric in the future. With respect to the Key Social 

Indicators, the reports are relatively unclear about what social indicators 

are important. In the 2009 Report, the Key Social Indicator was the total 

number of employees, whereas in the 2016 Report, while the total number 

of employees was highlighted, three different indicators of diversity were 

also included. References to working conditions in Brazil and China, 

where Michelin has major manufacturing facilities, were expressed only in 

favorable terms, often with pictures of smiling employees, thus revealing a 

lack of candor in this area.  

The overall impression of the Annual and Sustainable Development 

Reports is one of balance between environmental issues, social issues and 

performance, both in terms of the performance of the product and the 

financial performance of the Company. References to future growth and 

expansion were also consistently present. Thus, the management control 

strategy of Michelin towards CSR seems to be what Gond et al. (2012) 

refer to as Path A to sustainability integration. This specific path consists 

in “a two stages process of control system mobilization for the purpose of 

sustainability strategy deployment in an organization within which the 
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management control system (MCS) and sustainability control system 

(SCS) are already close.” Furthermore, our Michelin case findings support 

the process exemplified by Gond et al. (2012) in this that “at first, the SCS 

becomes mobilized interactively to stress the importance of sustainability” 

reflected by the establishment of a management control strategy 

historically aiming at being a paternalistic employer focused on the 

customer, the employees and the local community, subsequently followed 

by the emergence of a sustainability strategy “as the dominant strategy 

within this organization. During the second stage, the MCS is also used 

interactively to support the deployment of an integrated strategy that aims 

at enhancing the corporations’ triple bottom line” (p. 28).  

 

 

CONCLUSION 

 

As was discussed in Section 4, the Michelin Managing Directors 

established a management control strategy in the years between 1889 and 

2000, which focused on being a paternalistic employer and continually 

improving the quality and performance of its primary product, tires, to suit 

the consumer. The focus was on the customer, the employees and local 

community. Based on the longevity of the Company, this appears to have 

been an effective management control strategy, in that it allowed Michelin 

to become one of the world’s largest tire manufacturers. In the period since 

2000, when there has continued to be increased in globalization and 

competition in the tire industry, the Managing Directors felt that there was 

a need to change the management control strategy in order to increase the 

focus on environmental metrics. The Managing Directors, including the 

deceased Edouard Michelin and Jean-Dominique Senard, the first 

managing director to have no direct connection to the Michelin family, 

recognized the importance of becoming more environmentally aware and 

sensitive. This appears to have been one of the primary reasons that the 

Managing Directors decided to introduce the Michelin Performance and 

Responsibility program. The MPR program included twelve points which 

emphasized both environmental and social responsibility. In effect, the 
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long term corporate responsibility ethic of the Michelin family has been 

blended with a new emphasis on environmental sustainability. It is this 

combination of social and environmental responsibility which 

characterizes Michelin’s management control strategy towards CSR. 

There are limitations to our study, in that there has been great reliance 

placed on materials produced by Michelin itself which are undoubtedly 

self-serving. However, what has been observed and reported upon by 

independent external scholars is that Michelin has displayed a long-

standing interest in social responsibility over a period of many years. This 

long standing interest in social responsibility appears now to have been 

combined with an increased interest in environmental responsibility, 

thereby enhancing the strategy of the Michelin Company.  
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