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                                    ABSTRACT  

Corporate Social Responsibility is a wonderful but still new concept in the 

business arena. We have researched through a lot of literature with 

different views about this topic. Some writers saw CSR as a concept that 

businesses can adopt when they feel like because, according to them, there 

are no inherent benefits accruable from such practices whereas a majority 

of others are in support of CSR. We have, in this research, demonstrated 

that, indeed, there are a lot of benefits to business organizations from the 

discharge of CSR measures. 

In this study, we have concentrated on the responses of the three major 

stakeholders in any business venture, whose decisions and actions either 

improve or mar the success of a business. These are the employees, the 

customers, and the suppliers. To reduce variableness and biasness, we 

made use of the primary and secondary data. The primary data were by 

face-to-face interview while the secondary data were by books, articles and 

other published materials. The interview was structured in nature. We also 

introduced the sub-analytical factors which enabled us to evaluate the 

feedback from the respondents. The questions were framed around these 

factors and responses to them were carefully noted. Since these factors are 

instrumental to the growth and development of business organizations, we 

used them as strong analytical tools to determine how respondents react 

with issues concerning CSR. 

Our analysis and conclusion were based on the results of the interviews 

from the companies and organizations in Sweden, Denmark and Nigeria. 

We have quantified our results by the Likert Scale, and the results pointed 

that there is a positive correlation between CSR and the growth and 

development of companies. Our results also showed that with respect to 

CSR and the three business stakeholders studied, employees increase 
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growth and development of companies the most, followed closely by 

customers, and then by suppliers. 

Furthermore, we x-rayed the limitations or difficulties we encountered in 

the course of this study. We mentioned that time and the availability of 

data were our greatest constraints. We also did not fail to give 

recommendations which we believed will be of immense benefits to firms 

and business organizations if adhered to. 

 

Key Words: Corporate Social Responsibility (CSR), Corporate Social 

Performance (CSP), Corporate Financial Performance (CFP), Corporate 

Reputation (CR), Corporate Citizenship, Corporate Integrity. 
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                                            CHAPTER 1                                         

                             INTRODUTION           

                             

1.1 Background of study.                                                     

                Since the 1990s, the social and environmental effects of 

businesses are no longer seen as issues reserved for government alone to 

deal with, rather they are seen as issues of corporate responsibility. 

Corporate social responsibility is carried out by companies through the 

adoption of corporate codes of conducts or ethical principles. These codes 

when judiciously met by companies, addresses the issues of corporate 

social responsibility in relation to the stakeholders and the environment.                                                   

             According to Jenkins, Pearson, and Seyfang (2002), companies 

have observed market resistance to products produced under adverse labor 

conditions when this has been exposed by the media, and they are also 

concerned to protect their reputation and brand values. The increased 

awareness by companies that corporate irresponsibility brings about 

criticisms from NGOs, pressure groups and other stakeholders is making 

them to brace up for the challenge. Competition brought about by 

globalization and the increasing customers knowledge of what, when, how, 

and where their goods are produced have further strengthened the issue of 

CSR.                                      

               There is various definition of CSR. According to Paul Portney, 

CSR is a consistent pattern at the very least of private firms doing more 

than they are required to do under applicable laws and regulations 

governing the environment, worker safety and health, and investments in 
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the communities in which they operate.(cited in Hays, Stavin, Vietor 

2005). It is also seen as the continuing commitment by businesses 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 the society at large. (World Business Council for 

Sustainable Development 2000).                                                                                               

                CSR is an onerous task for companies indeed and a lot of them 

tend to shy away from its practices. This may be out of ignorance. Paul 

Portney concludes that “if firms are looking for solid and conclusive 

evidence that their bottom lines will improve if they devote themselves to 

CSR, they will be disappointed”. (Cited in Hays, Stavin and Vietor, 2005 

p.129). But we stand to argue that they will not be disappointed in the long 

run. We are focused in showing that it makes good business sense to adopt 

CSR.                                                                              

 

1.2 Problem Discussion                                                                                        

    Since a lot of companies see CSR as a financial burden, we are 

determined to show the benefits accruable from the adoption of CSR 

strategies by companies. In financial circles, it is believed that 

Corporate Social Responsibility should be discretionary as it is a 

profit sacrificing venture, but we are targeted on addressing this 

anomaly by x-raying the benefits which is essential for CSR to be 

adopted by companies for their sustainable growth and development.                                          

 

1.3 Research questions 

                   The following research questions will be addressed in the 

course of this thesis: 

(i) What are the effects of CSR on employee relations and 

performance? 
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(ii) What are the effects of CSR on customer relations and 

profitability? 

(iii) What are the effects of CSR on supplier relations and 

profitability? 

(iv) How are the above questions related to the growth and 

development of a company?                                                            

 

1.4 Aims and Objectives of research 

                    This survey is aimed at studying the effect of CSR on the 

performance of some companies in Sweden, Denmark, and Nigeria and 

using this to draw a relationship between CSR and the growth and 

development of a company. 

 

1.5 Research Structure 

            The research will be presented in five main structures: 

Chapter 1: This would state the background of the research stating its 

objectives with the problems to be addressed. This chapter gives direction 

to the research. 

Chapter 2: This will discuss about how the research is to be conducted 

pointing out the methods of data collection and analysis. 

Chapter 3: Here, existing literature relating to the topic of discussion will 

be reviewed. 

Chapter 4: The data obtained from the research is analyzed with the aid of 

tables and charts. Results are also compared to show correlations. 

Chapter 5: From the analysis carried out above, we draw conclusions and 

give recommendations about the research.    
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                                      CHAPTER 2 

                    

                     RESEARCH METHODLOGY  

 

2.1 Structured / Scientific Method in Research 

            According to Cohen and Marion (1994, p.12-16) five major 

assumptions are attributed to scientific method. These are: Order, External 

Reality, Reliability, Parsimony and Generality. 

 

Order: This assumption is the belief that the universe is sequenced in a 

definite order and that it is possible to gain some knowledge of this order. 

It assumes that events have cause and effect and that this relationship can 

be x-rayed to enable predictions to be made about the future. 

 

External Reality: This is the assumption that there must be a concordance 

between people about the existence of external reality, and the people 

recognizing the same reality. 

 

Reliability:  This third assumption relies on human perception and 

intellect. It states that despite the inconsistencies in human senses, if used 

correctly, it can act as a reliable and dependable tool of research. 

 

Parsimony: This assumes that ambiguity should be abhorred and scientists 

should explain phenomena in as economic and in as concise manner as 

possible.  
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Generality: This is the assumption that there can be valid relationships 

between the particular cases investigated by the researcher and the general 

situation in the world at large. 

 

2.2 Data Collection. 

 

          This comprises primary and secondary data. According to Patel and 

Davidson (1994), primary data is collected from interviews, observations 

and survey while secondary data is obtained from books, web information, 

non government organizations and articles. Ghauri and Gronhaug (2005) 

also stated that data collection is very important in finding solutions to 

research questions. They noted that both types of data collection (primary 

and secondary) are employed for a thorough analysis and validation of 

theories. All the authors we studied agreed unanimously on the sources of 

primary and secondary data as already stated above. 

 

2.2.1 Primary Data 

 

            These are collected through survey which “depends heavily on the 

process of sampling and on asking questions through questionnaires, 

interviews or observations” (Walliman 2005, p.275). They are those data 

obtained by direct observation and measurement of the natural 

phenomenon. We will carry out a series of interview as our primary 

method of data collection. The figure below shows the sources of primary 

data as outlined by Ghauri and Gronhaug (2005). 
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Fig 2.1: Sources of primary data. 

Adapted from Ghauri, P. and Gronhaug, K. (2005). “Research  

Methods in business studies”, 3rd ed. Prentice Hall. 

 

2.2.2 Secondary Data. 

     

        According to Walliman (2005), these are information obtained from 

libraries and archives, museums and collections, government departments 

and commercial professional bodies, the internet, and the field. Ghauri and 

Gronhaug (2005) also made important remarks to show the importance of 

secondary data in addressing our research problems by their statement ----

“do not bypass secondary data. Begin with secondary data, and only when 

the secondary data are exhausted or show diminishing returns, proceed to 

primary data” (Ghauri and Gronhaug, 2005). 

       There are two main divisions of secondary data: Internal data and 

External data. Fig 2.2 explained these sources further. 

 

 

 

 

 

   Experiment 

 Primary Data 

      Observations 

Human   Mechanical 
               Communication 

       Surveys Interviews 

Mail Phone, 
e-mail 
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Natural 
Setting 
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Fig 2.2: Sources of secondary data. 

Adapted from: Ghauri, P. and Gronhaug, K. (2005), “Research Methods in business 

studies,” 3rd ed. Prentice Hall. 

 

 

2.3 Interview Questions 

 

       We have made use of the semi structured or semi standardized 

interview model. The interview involved a schedule of questions which we 

followed orderly while probing further beyond the answers to the 

scheduled questions. In doing this we organized a face-to-face interview 

with the respondents. The questions were open ended. It is true that this 

mode of data collection demands commitment in terms of time and 

finance, but we looked at the benefits which out- weighed other inhibiting 

factors. For instance, the merit of getting a high response rate as well as 

noting the facial remarks of respondents cannot be over emphasized. This 

method is also ideal since our subject of research requires probing to get 

adequate information. We have tried as much as possible to meet each 

respondent face-to-face. Since our research is about CSR and its effects on 

        Secondary Data 

     Internal sources 
- Invoices 
- Reports from different 
Department 

- Warranties 
- Complaints 
- Brochures and catalogue 

External sources 

          Published 
- Books& articles 
- General statistics 
- Annual accounts 
- Research reports 
- Industry statistics 

  

        Commercial 
- Panel research 
- Scanner research 
- Monitors 
- In-shape research 
& report 

 



 17

the growth of companies, mainly experts, especially management level 

workers were targeted. 

However, lower level workers were also interviewed to ascertain how the 

adoption of CSR by their companies affects their work efficiency since this 

is directly proportional to growth and development of any company. Other 

factors affecting workers and their employers as a result of CSR were also 

x-rayed. 

 

 

 

2.4 Designing the interview questions. 

 In designing the interview questions, we adhered to the following rules: 

(i) We noted exactly the variables we wish to gather data about and 

structured our questions in line with these variables so as to get 

the required responses.  

(ii) We tried as much as possible to use a clear and straight to the 

point language devoid of any assumptions. 

(iii) We kept the questions simple and as short as possible to avoid 

confusing the respondents. 

(iv) To ensure reliability, we structured alternative versions of the 

questions which we made sure are equivalent. This we did to see 

if the version will give essentially the same pattern of data from 

the respondent. 

                     We have categorized the interview questions to reflect the 

responses of the employees, customers, and suppliers, which are among 

the major stakeholders of any business organization. Therefore the 

categories are: 
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Section 1: This comprised the views of the employees on issues of 

CSR. Employees of various companies from Sweden, Denmark and 

Nigeria were interviewed. This addressed the first research question. 

 

 

Section 2: The customers of various companies visited were also 

interviewed to find out their perspectives. This addressed the second 

research question. 

 

Section 3: This has been designed to tackle research question number 

three. Here the suppliers of the same companies in the three countries 

were interviewed to know their views and reactions on CSR measures. 

 

Section 4: This is the section that involved the quantitative analysis of 

the responses from interviewees to reduce uncertainties.  

 

2.5 Selection Criteria 

         Respondents for this interview were chosen on the grounds of 

their awareness of CSR. Since our research was aimed at studying the 

effects of CSR on the performance or growth and development of a 

company, companies without the knowledge of CSR were not chosen. 

Also customers and suppliers without the knowledge of CSR were not 

chosen. 

 

2.6 Method of Conducting Interviews 

         The organizations we have chosen were from private and public 

sectors. Prior appointments had been taken for the interviews since the 

respondents were busy people. The interviews ranged from 30-45 
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minutes in length.  The interviews were done individually and face-to-

face since they were semi structured and open ended. 

 

2.7 Literature Review 

2.7.1 Introduction to Theoretical Sources 

              This is the qualitative aspect of this research whereby we 

consulted available reading materials from books, articles, journals, 

website and other secondary sources. In the use of these sources of 

data, we ensured order, external reality, reliability, parsimony, and 

generality. 

 

2.7.2 Limitations 

There were certain limitations observed in the course of this research. 

These were with respect to data collection and availability of time. 

 

     Primary Data:  We conducted personal interviews and neglected the 

experimental and observational areas of research. We deemed personal 

interview fit to provide us with the information we needed as regards 

this mode of data collection.  

Secondary Data: We relied on the external sources of secondary data 

especially the published sources. We tried as much as we could to get 

the internal sources from the management review. 
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                               CHAPTER 3 

 

Literature Review 

 

3.1 The concept of CSR 

           There is no generally acceptable definition for CSR. In business 

terms, CSR is interchanged with concepts like corporate citizenship, 

corporate integrity, corporate performance and other related concepts. 

However, we will cite two definitions from two different sources. 

According to the World Business Council for Sustainable Development 

(WBCSD), 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 the society at large. (WBCSD 2000). 

              Also, Paul Portney define CSR as a consistent pattern at the very 

least of private firms doing more than they are required to do under 

applicable laws and regulations governing the environment, worker safety 

and health, and investments in the communities in which they operate. 

(Cited in Hays, Stavin, Vietor 2005).  

 

3.2    The components of CSR  

          According to Archie B. Carrol and Ann K. Buchholtz 2006, there 

are four components of CSR namely Economic, Legal, Ethical, and 

Philanthropic components.  
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3.2.1 The Economic Component 

         The economic aspect of CSR requires business to be profitable, to 

maximize sales and costs, to make sound strategic decisions, to be attentive 

to dividend policies, to provide investors with adequate and attractive 

returns on their investments etc. These are required of business by the 

society. 

 

3.2.2   The Legal component 

              Here business is required to obey all laws and adhere to all 

regulations. Environmental and consumer laws and laws protecting 

employees are to be obeyed. Business is also required to obey Sarbanes- 

Oxley Act, fulfill all contractual obligations, and honor warranties and 

guarantees. These are also required of business by the society.  

 

3.2.3    The Ethical component 

               In this component, business is expected to avoid questionable 

practices, respond to spirit as well as letter of law, do what is right, fair and 

just and to assert ethical leadership. These are expected of business by the 

society.  

 

 

 

3.2.4    The philanthropic component 

                 The society expects business to be a good corporate citizen, give 

back some of its profits to the community, make corporate contributions, 

provide programs supporting community – education, health/ human 

services, culture and arts, provide for the betterment of the community and 

engage in volunteerism.  
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Fig 3.1        The pyramid of Corporate Social Responsibility 

                          Philanthropic Responsibilities 

                            Be a good corporate citizen. 

                            Contribute resources to the community, 

                                   Improve quality of life.  

                               Ethical Responsibilities: 

                        Be ethical; obligation to what is right, 

                                   just, and fair. Avoid harm.    

                                  Legal Responsibilities: 

                            Obey the law. Law is society’s  

                            codification of right and wrong. Play by 

                                   the rules of the game 

                                 

                                   Economic Responsibilities 

                                        Be profitable 

                       The foundation upon which all others rest. 

 

 

SOURCE: Archie B. Carroll, ‘The pyramid of Corporate Social 

Responsibility: Toward the Moral Management of Organizational 

Stakeholders,” Business Horizons (July – August 1991) 42 Copyright © 

1991 by the Foundation for the School of Business at Indiana University. 
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3.3 Theories of Corporate Responsibility 

 

3.3.1 The classical theory 

            This is supported by Milton Friedman and is of the view that the 

only social responsibility of businesses is to make profits for its owners. 

According to Friedman, corporate managers are the agents of the principal 

or owners, and their obligation is to do what the principal (owners) want. 

 

3.3.2 The Contractual Theory 

            This sees a business organization as comprising of “various 

contracts among individuals and groups brought together for the purpose 

of satisfying their interest”. (Cited in T. Brown, 2005) However, this 

theory accords priority to shareholder interests of profit maximization 

which means wealth for all. 

 

3.3.3 The Stakeholder View 

            This sees the corporation as constituting of the various groups that 

have interests or a stake in their conduct. The view sees the corporation as 

a community. 

 

                          Management Local Community 

Owners Customers 

Suppliers          

                             Employees 

Fig 3.2: Stakeholders 

 

 

 

 The Corporation 
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3.3.4 The Corporate Agent Theory 

  This theory sees the corporation as capable of making decisions and 

therefore should be responsible for such actions. This view highlights the 

corporation as agents and must be responsible for their actions. 

 

3.3.5 The Corporate Citizens Theory 

            This highlights the corporation as being in the same group as 

citizens with the same right and responsibilities. This theory portrays the 

civic nature in which corporations exist. It is a continuum from the 

stakeholder theory and the corporate agent theory. 

 

3.4 Social and Financial Performance 

           “The typical assumption, particularly in financial cycles, is that 

there is a necessary trade-off between social and financial performance. 

This assumption suggests that social and ecological responsibilities are 

discretionary, which we have argued that they are not. Instead we argue 

that such responsibilities are integral to determining a company’s overall 

performance-- in a blended value sense” (Waddock, 2006 pg.149). 

      In 2003, Joshua Margolis and James Wash carried out a meta-study 

which examined all the 127 studies between 1972 and 2002 that addressed 

the relationship between social and financial performance. The results of 

their studies were as follows: “Corporate Social Performance has been 

treated as an independent variable, predicting financial performance, in 

109 of the 127 studies. In this study, almost half of the result (54) pointed 

to a positive relationship between corporate performance and financial 

performance. Only 7 studies found a negative relationship, 28 studies 

reported no significant relationship, while 20 reported a mixed set of 

findings. A simple compilation of the findings suggests there is a positive 
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association, between a company’s social performance and its financial 

performance”.  (Cited in Waddock, 2006, pg.149). 

       Another recent meta-study of 52 companies by Orlitzky, Schmidt, and 

Reynes also proved that there is a positive correlation between companies 

CSP and their CFP. “……the better an organization’s relationships with its 

stakeholders and the natural environment, the better its long-term 

performance; the company’s capacity to add value”, (Waddock, 2006, 

pg.150). Waddock went further to say that whether or not the integrity and 

responsibility are profitable; companies should uphold them simply for 

ethical reasons. Corporate social responsibility is correlated with financial 

performance. For example in the US, “during the major downturn in the 

general stock market during the early 2000s, socially screened mutual 

funds continued to grow even when the rest of the market was in decline, 

suggesting greater investor confidence in companies rated more 

responsible than others”(Waddock, 2006, pg.151). 

 

3.4.1 Employee Relations and Performance. 

           It is obvious that employee motivation by treating them well has a 

positive correlation with a company’s economic performance. An award-

winning study carried out in 1996 on 702 firms found that “a one standard 

deviation improvement in the human resources system was associated with 

an increase in shareholder wealth of USD41,000 per employee” – about 14 

percent market value premium. (Cited in Waddock 2006,   pg.153).  

      A second study carried on 968 firms confirmed the same result. In that 

study, it was found that “a one standard deviation increase in the use of 

such practices is associated with a… 7.05 percent decrease in turnover and, 

on a per employee basis , USD 27, 044 more in sales and USD 18,641 and 

USD 3,814 more in market value and profits, respectively”.(Also cited in 

Waddock 2006, pg.153). Employee satisfaction results in high retention by 
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companies, less absenteeism, reduced costs of recruitment, and greater 

employee loyalty. 

      In another study, Pfeffer showed the value of “putting people first”. He 

examined the five year survival rates of the initial public offerings, stock 

prices and profitability in various companies, and came out with the 

conclusion that gains in the range of 40 percent magnitude can be achieved 

on the implementation of high performance management practices. The 

study x-rayed that a company’s rate of survival is directly proportional to 

the real value placed on people, together with the company’s system of 

reward. (Jefferey Pfeffer, 1998) 

   Also, the Global Environmental Management Initiative (GEMI), in 2004, 

“reported the results of a number of studies related to managing human 

resources. One study of 404 publicly traded companies found that 30 

percent of the company’s market value derives from how the company 

manages its workforce” (Waddock, 2006 pg.155).  

   In another study, Jonathan Low and Pamela Kalfut, found out that 

“among professional service firms in 15 different countries, if employees 

morale is boosted by 20 percent, financial performance rises by 40 

percent”(Waddock 2006, pg.155). This is to say that X=2Y where 

X=Financial performance and Y=Employees morale. So firms who 

discharge their social responsibility by adhering to measures that improve 

the welfare of the employees through training and re-training, rewards, 

bonuses, health insurances, and other ways of ensuring employee 

satisfaction, enjoy greater employee retention, loyalty and productivity 

which in turn boosts profitability. From our ongoing discussion, it is clear 

that there is a positive correlation between good employee relationship and 

profitability. 
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3.4.2 Customer Relations and Profitability 

         Traditionally, companies gain customer loyalty through the 

provision of high-quality goods and services. But nowadays a company’s 

overall level of responsibility is affecting the way customers patronize the 

company. A positive customer perception increases patronage which 

increases the survival rate of a company. “Satisfied customers are a 

tremendous source of long-term business. Happy customers tell 6 others of 

their experience, while unhappy customers tell 22, potentially costing 

significant business over a period of time” (Waddock 2006, pg.157). When 

customers are satisfied they tell others of their experience and this 

promotes the business immensely. This positive feeling of customers 

towards the business is necessary for the growth and development of the 

business. 

 

 

3.4.3 Supplier Relations and Profitability 

          In a lot of businesses, suppliers are part of the stakeholders that 

cannot be bye-passed. They determine the stock levels in some businesses. 

Without them there will be no stock to deliver the customers. It therefore 

becomes imperative that management act responsibly to maintain an 

excellent relationship with its suppliers. 

 Furthermore, companies must ensure that their suppliers adhere to the 

stipulated codes to avoid losing customer and employee loyalty. A 

longstanding relationship with suppliers increases efficiency and quality of 

products. It also reduces monitoring costs since goodwill has been 

established. 
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3.4.4 Overall Stakeholder Relations and Performance 

         The stakeholders, as we have been discussing, may include and not 

limited to: Owners, employees, customers, suppliers, society etc. In a study 

carried out by Waddock and Graves to find out the effect of an overall 

stakeholder relations and performance, they found out that: “…..the quality 

of management and the quality of stakeholder relationship are highly 

interrelated, providing further support for the idea that good management 

is the same thing as good stakeholder relationships. Since positive financial 

and social performances are also related, it would appear that there is 

mountain evidence that treating stakeholders respectfully and from a basis 

of integrity can contribute to corporate success” (Waddock 2006, pg. 159). 

 

3.4.5 Environmental Management and Performance 

         Studies have indicated a positive correlation between environmental 

management and financial performance. For example, a study carried out 

by the German research firm, Oekom Research and Morgan Stanley Dean 

Witter in 2003 showed that companies receiving higher environmental 

ratings out-performed those with lesser ratings in the stock market by more 

than 23 percent (Waddock 2006). It is true that costs are associated with 

sound environmental management, but in general, waste reduction, 

pollution reduction, or prevention, waste recycling, and other 

environmental management practices are effective and thus profit 

enhancing. 

 

3.5 Benefits of CSR to companies 

1. The company’s efforts may be rewarded by some customers who may 

purchase products based on ethical grounds. 
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2. Skilled and highly motivated employees may be easier to retain because 

CSR acts as a morale booster. 

3. A firm’s cost of capital may be reduced as a result of no. 2 above. 

4. It may engender favorable treatment by regulators and local 

communities. 

5. It may make it possible for firms to pre-empt more onerous regulations 

or even influence the form of regulation in ways that raise costs for 

competitors (Hay, Stavins, Vietor, 2005). 

    It is pertinent to stress that the discharge of CSR with a profit motive 

could not be termed real CSR. It only becomes real and sustainable in the 

absence of a profit motive by a firm. In the words of Eric Orts, the idea of 

doing something green as part of a profit maximizing strategy and labeling 

it CSR is not the correct definition of CSR. He said that CSR is when the 

profit motive runs out (cited in Hay, Stavins, and Vietor 2005). 

It is also believed that “….public image enhances corporate profitability by 

leaving customers with warm feelings about the company or by better 

motivating employees” (Hay, Stavins, Vietor 2005). There is a general 

debate on whether corporate managers have the discretion to sacrifice 

corporate profits for public good. Einer Elhauge, a professor of law at the 

Harvard Law School, as part of his contribution on the “Environmental 

Protection and the Social Responsibility of Firms”, argued that corporate 

managers have the operational discretion to sacrifice corporate profits in 

the interest of the public. 

        Managers have the discretion to sacrifice corporate profits for public 

good. Einer Elhuage, a professor of law at the Harvard law school, as part 

of his contribution on the environmental protection and the social 

responsibility of firms, argued that corporate managers have the 

operational discretion to sacrifice corporate profits in the public interest. 

He pointed out that this is supported by the business judgment rule which 
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insulates or exonerates managers against litigation on such matters. He 

however, acknowledged the judicial duty of the manager to the shareholder 

but pointed out that managers have an extra duty to sacrifice the corporate 

profit in the public interest. He went ahead to state that good public image 

has a long-term positive effect on the profitability of a company. 

“Accordingly, pure profit maximization would worsen corporate conduct 

by overriding social and moral sanctions”. (Einer Elhuage, cited in Hay, 

Stavins and Vietor, 2005)  

          The question about whether CSR is necessary taking into 

consideration the view of shareholders that it reduces their profits is 

supported by the fact that no court of law has ever prohibited or questioned 

any investment, no matter how foolish, done in the public interest. “As 

even proponents of a profit-maximizing duty concede, no corporate statute 

has ever stated that the sole purpose of corporations is maximizing profits 

for shareholders” (Hay, Stavin, Vietor, 2005).What some shareholders and 

others who are in support of the profit-maximizing duty failed to know is 

that the good public image or goodwill that comes as a result of CSR is 

worth more than financial gains. “In the United States of America, 30 

states have adopted corporate constituency statutes that explicitly 

authorized managers to consider non shareholder interests, specifically 

including the interests not only of employees, but also of customers, 

suppliers, creditors, and the community or society at large”.(Hay, Stavin 

and Vietor, 2005)  

          Since CSR altogether affects the above mentioned group of people, 

it becomes imperative for organizational decisions to reflect on tithing a 

percentage of their profits for public good. It is evident that government is 

not everywhere and cannot be everywhere. There are still gaps that need to 

be filled. The governments, in the face of limited resources and manpower, 

have not been able to address some of our pressing needs. Achieving this 
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milestone in the form of corporate involvement through CSR will be in the 

interest of all. The influential principles of corporate governance by the 

American Law Institute (ALI) states that without any statute, the basic 

background rule regarding for- profit corporations is a follows: “Even if 

corporate profit and shareholder gain are not thereby enhanced, the 

corporation, in the conduct of its business …(2) May take into account 

ethical considerations that are reasonably regarded as appropriate to the 

responsible conduct of business, and (3) May devote a reasonable amount 

of resources to public welfare, humanitarian, educational and philanthropic 

purposes”. (Cited in Hay, Stavin and vietor 2005) 

   It will be unethical and morally unacceptable for a corporation to rake-in 

all the profits without extending or sacrificing a reasonable part of it to 

better the employees, buyers, suppliers, or communities in which it 

operates. Proponents of profit maximization believe that non shareholder 

interest should only be considered if by so doing profit will be maximized 

in the long run. But this is not so, even though non shareholder interests 

may look as if it reduces the profit of the shareholders, the public image 

and goodwill that follows it is invaluable and priceless. It will be pertinent 

to point out here that any organization operating in a socially responsible 

manner with the motive of reaping economic gains from such investments 

is misconstruing the meaning of the concept of CSR. Whether the 

investment or conduct leads to a net economic loss or not, CSR is 

necessary. 

            “A community`s interest factor…outweighs the financial or other 

benefits” to shareholders. (Iowa state code, cited in Hay, Stavin and Vietor, 

2005).Other states statutes even explicitly rejected the proposition that 

management must regard the interests of any particular group such as 

shareholders as a dominant or controlling interest or factor. By motivating 

employees and customers, corporate public image is enhanced which 
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increases corporate profitability. The business management rule gives 

managers the discretion to sacrifice organizational profit in the public 

interest. However, ownership structure and hostile takeovers are affecting 

this discretion. Presently, “the intensification of product market 

competition and the acceleration of technological change” is badgering 

managers to produce profits and stray away from public interests (Hay, 

Stavin, and Vietor 2005).   These 3   important questions are raised on the 

issue of CSR:    

(1) Why must firms go beyond what they are expected to do so 

as to practice CSR? 

(2) Is it to the financial advantage of firms to practice CSR? 

(3)  Is there any economic benefit accruable for firms practicing 

CSR? 

The practice of CSR, for example in the areas of ensuring product safety, 

reducing health hazards arising from all manners of pollution arising from 

manufacturing activities will save costs in the future for firms. These costs 

are health costs and legal liabilities that will arise if CSR measures are 

entirely neglected. 

           Firms are morally obligated to carryout CSR activities. Apart from 

moral obligation by firms; CSR is necessary for economic efficiency and 

public policy actualization. Private sector spending in the form of CSR 

bridges the gaps created by deficit budgets of federal, state and local 

governments. The members of the public are now looking up to CSR as the 

panacea for the lack of confidence in governments. Till date, there is no 

conclusive evidence that all investments in CSR will be profitable to the 

concerned firms. Profitability here will depend on the type and size of the 

investment. An investment that takes care of work place hazards and 

environmental pollution of all sorts can be deemed profitable if the size of 

the investment is not so much as to affect the savings of the firm. 
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However, it will be important to say that profit driven activities cannot be 

regarded as CSR. CSR is necessary and recommended whether profitable 

or not.  

 

3.6 Does CSR have to be unprofitable? 

      It is common sense that no firm wants to lose capital or undertake an 

activity that makes no good business sense. Firms are likely to carry out 

investments which have either short term or medium term benefits. No 

matter what is being said about CSR, the truth is that if all investments in 

CSR will have zero yields for firms, such investments are likely to be 

circumvented or done haphazardly by firms. Every business concern, 

whether private or public likes cutting costs. No firm will be dedicated to 

investments that lack future prospects of increasing returns. In the words of 

Dennis Aigner, “…unless a firms CSR activities ultimately make good 

business sense, enhanced social and environmental performance is not 

sustainable”(Cited in Hay, Stavin, Vietor 2005 p.132). Dennis Aigner in 

Hay, Stavin, and Vietor (2005, p.134), referred to Aigner, Hopkins, and 

Johansson (2003) where he states that “there is a positive correlation 

between corporate environmental and financial performance on a cross-

section basis for many industry sectors, and a premium is observed when 

one compares stock returns over time”. In the same book, Aigner went 

ahead to say that “unprofitable or non-risk-reducing CSR activities simply 

cannot be sustained in the long-run”. 

3.7 Re-conceptualizing CSR. 

           In his contribution on “Environmental Protection and the Social 

Responsibility of Firms” pg.137, Daniel Esty highlighted the difficulty in 

arriving at an acceptable definition of CSR. He said that this difficulty was 

as a result of the absence of a sound theoretical structure on the subject 

which makes it very difficult to assess the social efficiency or the private 
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cost-effectiveness of CSR efforts. According to Holliday, Schmidheiny, 

and Watts (2002), CSR is linked to “sustainable development”. This shows 

that CSR has a connection with economic progress. Even at this, it is 

difficult for firms to carry out socially efficient activities in the presence of 

zero cost effectiveness. “Normative justifications of investments in 

environmental quality beyond what is required by law can be based on 

arguments that such investments enhance shareholder value (“it pays to be 

green”).Cited in Hay, Stavins, and Vietor 2005, pg.151. 

 

3.8 CSR versus corporate social performance (CSP) 

      Baron (2001, 2003) highlights the difference between CSR and CSP. 

According to him CSP means redistribution from the firm to the public” 

Baron 2001, pg 11. He went further to say that CSR required redistribution 

just like CSP but the difference is that CSR is motivated by normative 

principles, Baron 2001, pg 8. He said that some CSP are motivated by 

shareholder interest which is to increase demand and profit. Such CSP he 

called “Strategic CSR”. He went ahead to say “This strategic CSR is 

simply a profit-maximization strategy motivated by self-interest and not by 

a conception of corporate social responsibility” Baron 2001, pg 9. It is 

important to note that the benefits of CSR to shareholders according to 

Baron are: deferred, contingent, intangible, or all three. In a discussion 

paper on CSR, The Worldwide Fund for Nature (WWF) (n.d.) complained 

that “too much of what companies call a proactive approach to sustainable 

development is not really proactive. Instead it is nothing more than a part 

of either a risk strategy or a branding exercise”. From Baron’s analysis or 

distinction, it means that companies engage in CSP and call it CSR. Baron 

said that this distinction must be acknowledged. 

The World Business Council for Sustainable Development in its definition 

of CSR said that “it is business commitment to contribute to sustainable 
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economic development, working with employees, their families, the local 

community, and the society at large to improve their quality of life”. In this 

definition, the Council uses sustainable development to define CSR 

without stating a distinction between CSR and CSP. Most of the texts on 

CSR used sustainability, sustainable development and corporate 

citizenship to mean CSR. The question is: Without differentiation, how do 

we know whether some measures are for profit motives or simply for 

altruistic or voluntary motives. Firms are not meant to be disadvantaged 

for adhering to CSR measures. This now demands that managers must 

know the best period and time to discharge such investments. 

 

3.9 How increased corporate environmental performance can 

lead to increased corporate financial performance. 

 

3.9.1 Increased willingness to pay 

         According to Hay, Stavin and Vietor 2005, this is dependent on 

environmental product differentiation, strategic use of regulation by firms 

and “opportunities of potentially staggering proportions that firms can 

grasp by selling solutions to the worlds environmental problems” (Hay, 

Stavin, and Vietor 2005 p.161). 

   In environmental product differentiation, firms incur costs but these costs 

are offset by the increased willingness to pay on the part of the customers. 

There must be barriers to entry and mobility in the industry in order to 

deter competitors from competing away the profits. Companies whose 

products at one stage or the other have light environmental impacts would 

enjoy increased customers willingness to pay. It is very important to note 

that customers must be aware of the green nature of such products. 

Customers must be educated on the environmental friendliness of a 

particular line of goods before complete patronage can be ensured. A 
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customer who does not know the difference between a product of green 

processes and similar products from other competitors will go ahead to 

patronize whichever product comes his way. Suffice this to say that 

customers must be enlightened to appreciate products with light 

environmental impact and patronize them even when their prices are 

slightly higher. 

     Another way of increasing customers’ willingness to pay is by the 

strategic use of regulations by firms. This occurs when such firms engage 

in activities or manufactures products that tighten regulations which in turn 

give them a comparative advantage over other firms. This strategy can also 

involve a company discontinuing the use of industrial inputs that are 

hazardous to the environment, and using an alternative input which gives it 

an advantage over others, e.g. DuPont’s Freon Products Division used this 

strategy “in the late 1980`s when it unilaterally announced its intention to 

stop the use of chlorofluorocarbons (CFCs) ahead of any regulatory 

requirement to do so. The announcement strengthened the hands of the 

regulators; they imposed a phase-out of CFCs, which enhanced DuPont’s 

position in the market for substitutes” (Hay, Stavin, and Vietor 2005, 

p.161). 

   The third possibility for firms revenue to increase through improved 

environmental performance is, according to Stuart Hart, in Harvard 

Business Review (1997), “opportunities of potentially staggering 

proportions” that firms can grasp by “selling solutions to the worlds 

environmental problems”. He states that companies should not only strive 

to reduce energy and material consumption, but should also try to develop 

“clean products and technology, build the skills of the poor and 

dispossessed, foster village-based business relationship, replenish depleted 

resources, and ensure sustainable use of nature’s economy”. 
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3.9.2 Decreased Costs 

       Economic value is delivered to shareholders when costs are reduced 

without affecting the willingness of customers to pay. Porter and Van der 

Linde (1995) discussed that investments deliver economic value when 

costs are reduced while leaving the willingness to pay unaffected, reducing 

it to a smaller amount than the costs, or even enhancing willingness to pay. 

Since 1995, there has been great research about costs savings as it relates 

to environmental performance. It has been shown “that voluntary 

environmental improvement might save not just raw materials and energy 

costs, but also labor costs, capital costs, and the costs of future 

environmental compliance” (Hay, Stavin and Vietor, 2005,p.163). 

  In terms of labor costs, firms with good environmental performance may 

be able to attract better workforce at a cheaper rate. Also, employee 

retention is another area in which firms with good environmental records 

will gain an advantage over others. This claim can be seen in the words of 

Lise Kingo of Novo Nordisk; “A commitment to corporate social 

responsibility helps us attract and retain the most talented people” (Cited in 

Holliday et al. 2002, p.110). About costs of capital, firms that provide 

public goods or engage in CSR will be better funded by owners of capital. 

This is because social investors prefer companies with high environmental 

performance standards. 

 

3.9.3 Improved Risk Management 

      Improved and proper risk management is one of the ways in which 

value is delivered to shareholders or stakeholders in general. Improved risk 

management reduces the costs and the time necessary to undertake a 

business venture and thus all the advantages of costs and time reduction are 

inherent with an improved risk management technique. For example, 

employees, customers, and all the stakeholders of a business are better 
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served and also better willing to serve with an improved risk management 

technique. 

 

3.10 Arguments Against and For CSR 

 

3.10.1 Arguments against CSR 

      “The classical economic school, led by Milton Friedman, argues that 

social issues are not the concern of business people, and that these 

problems should be resolved by the unfettered workings of the free-market 

system. Further, this view holds that if the free market cannot solve the 

social problem, then it falls upon government and legislation to do the job” 

(Carroll, Buchholtz, 2006, p.41). It is the believe of the classical school of 

thought  that business is only out to make as much profit as possible for the 

stakeholders. Economic, legal and ethical responsibility should be carried 

out at will when the management deems necessary. 

   Some critics of CSR believe that business is not equipped to handle 

issues of CSR. They believe that managers do not have enough expertise to 

carry out such tasks. Managers, they said, are oriented towards finance and 

operations. “If managers were to pursue corporate social responsibility 

vigorously, it would tend to dilute the business primary purpose.” (Carroll, 

Buchholtz, 2006, p.42). 

  There is another argument that since business already wields a lot of 

power, that it seems unreasonable to handover social power to it; doing this 

will leave it to dictate what goes in the society. 

 

3.10.2 Arguments for CSR 

           “The long-range self-interest view holds that if business is to have 

a healthy climate in which to exist in the future, it must take actions now 
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that will ensure its long-term viability” (Carroll, Buchholtz, 2006, p.43). If 

business is to survive and avoid government strict regulation, business 

must try to remedy the already bad social and environmental conditions. 

   There is a view that since business has capital, talent and functional 

expertise, it is better positioned to tackle social issues. Another view has it 

that “Pro-acting is better than reacting”. This means that “Prevention is 

better than cure”. It takes fewer resources to prevent an occurrence e.g. 

environmental pollution than cleaning them up years after they have raked 

havoc on the environment. 

Another wonderful argument in favor of CSR is that it is overwhelmingly 

supported by the public. For example “a 2000 Business Week/Harris Poll 

revealed that, with a stunning 95 percent majority, the public believes that 

companies should not only focus on profits for shareholders but that 

companies should be responsible to their workers and communities, even if 

making things better for workers and communities require companies to 

sacrifice some profits”(Carroll, Buchholtz 2006, p.43). 

 

3.11 The Business Case for CSR 

         Having weighed the advantages and disadvantages of CSR, most 

businesses today embraced the idea of adopting CSR as a business 

strategy. Business people believe that investment in CSR is beneficial to 

businesses and the communities. According to Michael Porter, “Today’s 

companies ought to invest in CSR as part of their business strategy to 

become more competitive” (Cited in Carroll & Buchholtz, 2006, p.44). 

A strong business case for CSR can be seen in the book of Simon Zadek, 

"The Civil Corporation. He outlined four ways in which firms respond to 

CSR pressures. These four ways or approaches are: 

a. Defensive approach: Meant to reduce pain. Here companies will do what 

they have to do to avoid pressure that makes them incur costs. 
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b. Cost-benefit approach: If benefits exceed costs, firms will undertake the 

investment. 

c. Strategic approach: Here firms will look at the dynamic environment and 

engage in CSR. This will be seen as a new way of doing business and as an 

emergent strategy to gain a competitive advantage. 

d. Innovation and learning approach: New opportunities arise with 

investments in CSR which enhance learning and good understanding of the 

marketplace. 

 

 

        The top 10 reasons companies are embracing CSR 

 

Reason                                                             % of Respondents 

Enhanced reputation                                                         90 

Competitive advantages                                                   75 

Cost savings                                                                      73 

Industry trends                                                                  62 

CEO/Board commitment                                                  58 

Customer demand                                                             57 

SRI demand                                                                      42 

Top-line growth                                                                37 

Shareholder demand                                                          20 

Access to capital                                                                12 

 

                                Benefits of CSR 

A better public image/reputation                                      75 

Greater customer loyalty                                                   51 

A more satisfied and productive workforce                      37 

Fewer regulatory or legal problems                                   37 
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Long-term viability in the marketplace                             36 

A stronger and healthier community                                 34 

Increase revenue                                                                  6 

Lower cost of capital                                                           2 

No benefit                                                                            2 

Easier access to foreign markets                                          2 

 

Fig. 3.3 

SOURCES: Top 10 Reasons: PricewaterhouseCoopers 2002, sustainability 

survey Report, reported in “Corporate America’s Social Conscience”, 

Fortune (May 26, 2003), S8, © Pricewaterhousecoopers, LLP. 

Benefits of CSR: The Aspen Institute, Business and Society Program, 

“Where Will They Lead? 2003 MBA Students Attitudes about Business & 

Society” (May 2003), Http://www.aspenbsp.org. 

 

3.12 The Millennium Poll on CSR 

         According to this sample carried out on 1000 persons in each of 23 

countries on 6 continents, it has been shown that the society expects the 

following to be met by major companies in the 21st century: 

a. Demonstrate their commitment to society’s values and their 

contribution to society’s social, environmental, and economic goals 

through actions. 

b. Fully insulate the society from negative impacts of company 

operations and its products and services. 

c. Share the benefits of company activities with key stakeholders as 

well as shareholders. 

d. Demonstrate that the company can make more money by doing the 

right thing, and in some cases re-inventing its business strategy. This 

“doing well by doing good” will reassure stakeholders that the new 

http://www.aspenbsp.org/
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behavior will outlast good intentions (Cited in Carroll and 

Buchholtz, 2006, p.44). 

    3.13 Corporate Social Responsiveness (csr) 

        This is the action phase of management response in issues of social 

importance. It marks the management task of doing what it has decided to 

do. This concept stresses on performance rather than an assumption of 

obligation. According to Epstein, “Responsiveness is a part of the 

corporate social policy process. The emphasis is in the individual and 

organizational processes for determining, implementing, and evaluating the 

firm’s capacity to anticipate, diverse claims and expectations of internal 

and external stakeholders”. 

                                      

Fig 3.4    Carroll’s Corporate Social Performance Model 

Social                                                Philosophy (mode) of Social Responsiveness 
Responsibility                                         

                                                                                                           Pro-action 
                                                                                             Accommodation                                                                     

                                                                                                                 Defence 
Discretionary Responsibility                                                                       Reaction 
Ethical Responsibility 
Legal Responsibility 
Economic   
Responsibility                                                                                                                                              
                                                                                                                   
 
 

                                                                                                 Shareholders        
                                                                                                          Occupational Safety 
                                                                                                                   Product Safety             
                                                                                                                    Discrimination 
                                                                                                                      Environment 
                                                                                                                     Consumerism 
                                                        Social Issues (Stakeholders) 
 
Source: Archie B. Carroll, 1979 “A Three Dimensional Conceptual Model of Corporate 
Social Performance,” Academy of Management Review  vol.4 no.4 pp.503. 
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The above diagrammatic representation if Carroll’s CSP model brings 3 

major dimensions together: 1. Social responsibility dimension, which 

involves economic, legal, ethical, and discretionary (philanthropic) 

responsibilities. 2. The philosophical mode of social responsiveness which 

includes reaction, defense, accommodation and pro-action. 3. The social or 

stakeholder issues which involves the consumers, environment, employees 

and their safety, product safety, shareholders etc. 

Business organizations are interested in the subject of corporate social 

performance. Even some periodicals have, in the past, and even now, 

expressed their views on this very interesting topic. For example, in the 

USA, Fortune Magazine gave a ranking of the “most admired” and “least 

admired” companies. This ranking was based on CSP and it has a positive 

impact on the reputation of the companies. The poll was carried out on 

about 12,600 senior executives apart from directors and financial analysts. 

In 2004, on top of this ranking were UPS, Alcoa, Washington Mutual, BP, 

and McDonalds. The magazine also gave “The best 100 companies to work 

for”. All these were based on CSP which many believe is the practical 

aspect of CSR. 

In a similar vein, The Conference Board organized the “Ron Brown Award 

for Corporate Leadership” in 2002-2003. Cisco Systems and Fannie Mae 

were among the winners of this award. Cisco won for its networking 

academy program while Fannie Mae won for its employer-assisted housing 

initiative. 

 

3.14 WalkerInformation’s Research 

        The above named research institute, carried out a study to measure 

the impact of CSR on the reputation of business firms, and the relationship 
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between this reputation to customer, employee, or investor decisions. This 

survey was carried out in the USA and responses were received from 1,037 

heads of U.S. households. The conclusion obtained from the research was 

that the public has a strong view that CSR has a positive impact on 

stakeholder decisions on whether to patronize, become employed by, or 

invest in a particular company. It was gathered that just as other well-

known business factors for example quality, service and price affect 

stakeholder decisions, so is CSR. So, “companies that are ethical and obey 

the law can reap rewards from CSR activities and enjoy enhanced 

reputations” (Carroll and Buchholtz, 2006, p.53). 

 

3.14.1 Top 20 Activities/characteristics of socially responsible 

companies. 

. Makes products that are safe. 

. Does not pollute air or water. 

. Obeys the law in all aspects of business. 

. Promotes honest/ethical employee behavior. 

. Commits to safe workplace ethics. 

. Does not use misleading/deceptive advertising. 

. Upholds stated policies banning discrimination. 

. Utilizes “environmentally friendly” packaging. 

. Protects employees against sexual harassment. 

. Recycles within company. 

. Shows no past record of questionable activity. 

. Responds quickly to customer problems. 

. Maintains waste reduction program. 

. Provides/pays portion of medical. 

. Promotes energy-conservation program 

. Helps displaced workers with placement. 
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. Gives money to charitable/educational causes. 

. Utilizes only biodegradable/recycling materials. 

. Employs friendly/courteous/responsive personnel. 

. Tries continually to improve quality. 

 

Source: Walkerinformation, 1994. 

 

3.15 Corporate Citizenship 

        This concept is not distinct from the concepts of corporate social 

responsibility, responsiveness, and performance. It is a popular term used 

by business practitioners and academics to mean the above 3 stated 

concepts. Businesses are deemed as citizens capable of discharging certain 

responsibilities so as to be seen as good corporate citizens. According to 

Graves, Waddock and Kelly, corporate citizenship is defined “as serving a 

variety of stakeholders well”. Fombrun in his contribution maintained that 

“corporate citizenship is composed of a three part view that encompasses 

(1) a reflection of shared moral and ethical principles, (2) a vehicle for 

integrating individuals into the communities in which they work, and (3) a 

form of enlightened self-interest that balances all stakeholders’ claims and 

enhances a company’s long-term value.”(Cited in Carrol, Buchholtz, 2006 

p.54)    

         There is no doubt that good corporate citizenship is beneficial to all 

stakeholders, but we are more concerned with the benefits to businesses 

themselves. Our literature review has shown that good corporate 

citizenship, responsibility, responsiveness, or performance support the 

following:  

• Improved employee relations e.g. improved employee recruitment, 

retention, morale, loyalty, motivation, and productivity. 
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• Improved customer relationship e.g. increased customer loyalty, 

acts as a tie-breaker for customer purchasing, enhanced brand 

image. 

• Improved business performance e.g. positively impacts bottom-line 

returns, increases competitive advantage, encourages cross-

functional integration. 

• Enhanced company’s marketing efforts e.g. helps create a positive 

company image, helps a company manage its reputation, supports 

higher prestige pricing, and enhances government affairs activities. 

(Cited in Carrol, Buccholtz 2006, and p.55). It is pertinent to note 

that we have decided to briefly delve into the area of corporate 

citizenship because of its relationship with corporate social 

responsibility, responsiveness and performance. 

 

3.16 Social Performance and Financial Performance 

            Is there any correlation between corporate social performance 

(CSP) and corporate financial performance (CFP)? The evaluation of this 

relationship has been suffering from measurement problems due to lack of 

a generally acceptable definition for CSR. However, a lot of scholars have 

carried out outstanding researches on this topic. For example, Waddock 

and Graves, in their research concluded that there is a positive relationship 

between CSP and CFP. They sub-divided CFP into prior financial 

performance and future financial performance. Also, studies by Preston 

and O’Bannon revealed that there is a positive association between social 

and financial performance in large U.S. corporations. 

Furthermore, Roman, Hayibor, and Agle on a re-analysis of the work 

formerly done by Griffin and Malion, concluded that “vast majority of  
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studies support the idea that, at the very least, good social performance 

does not lead to poor financial performance”. They avowed that most of 

the studies they reviewed confirmed a positive relationship between 

corporate social performance and corporate financial performance. 

 

3.17 Views of social and financial performance 

 

3.17.1 Perspective 1 

           This is the most popular view based on the belief that firms who 

act in a socially responsible manner are more financially profitable. It is 

believed that social performance gives impetus to financial performance as 

well as boosts a company’s reputation. There have been a lot of studies in 

this area but it still remains unclear about how this is achieved. However, a 

study by Covenant Investment Management from Chicago confirmed that 

it pays to be socially responsible. 

 

3.17.2 Perspective 2 

           Unlike the first perspective which believes that social performance 

is the driver of financial performance, this second perspective has an 

opposite view, i.e. financial performance is the driver of social 

performance. This means that companies are more socially responsible 

when “business” is good. 

 

3.17.3 Perspective 3 

           This is based on the notion that there is an interactive relationship 

among social performance, financial performance, and corporate 

reputation. This is a symbiotic relationship whereby the three factors 

influence themselves. 
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3.18 Relationships among Corporate Social Performance (CSP), Corporate 

Financial Performance (CFP), and Corporate Reputation (CR). 

 

 

Perspective 1: CSP Drive the Relationship 

  

  

 

 

 

 

 

 

 Perspective 2: CFP Drives the Relationship. 
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Perspective 3: Interactive Relationships among CSP, CFP and 

CR. 

 

 

 

 

    

 

 

Fig 3.5: Views of social and financial performance. 

Source: Archie B. Carroll and Ann K. Buchholtz, “Business and Society”: 

Ethics and Stakeholder Management, 2006 

 

 

 

 

                            

 

                                 

 

 

 

 

 

 

Good Corporate 
Social Performance 

Good Corporate 
Financial 
Performance 

Good Corporate 
Reputation 



 50

 

 

                            CHAPTER 4 

 

             DATA ANALYSIS AND FINDINGS 

 

4.1 Selection of interviewees 

      Awareness of CSR is very necessary in this research. We did not 

interview any participant that we noticed has no slight knowledge of CSR. 

Our research is on the effects of CSR on customers, employees and 

suppliers, so there is no way to achieve this if the participants are ignorant 

of the concept of CSR. Due to the importance of involving an African 

country in this research, though for our own personal reasons, extra time 

and finance were allocated to achieve this objective. The inclusion of a 

country from Africa will help us in our further study on this topic. 

Since we were bent on carrying out the interview strictly on a face-to-face 

manner because of the inherent benefits, one of us had to travel to Nigeria 

to accomplish the African side of the interview. Other interviews in 

Sweden and Denmark were less strenuous since the two countries are close 

to each other. Public and private organizations were contacted. We tried to 

reach as many organizations as possible as time and other factors 

permitted. Apart from these organizations, we also conducted interviews of 

research groups studying at Blekinge Institute of Technology, Ronneby, 

Sweden and Lagos State University, Nigeria. These research groups 

enabled us to gain a general knowledge of what people feel about CSR. 
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4.2 Procedure of interview 

       The interviews were scheduled ahead of time to enable the 

participants, who are very busy people, to make out time for us. While 

interviewing the employees of a particular organization, we asked whom 

their customers and suppliers are to be able to reach them. The average 

length of an interview was 30-45 minutes. We have kept the names and 

contact details of the interviewees’ secret as demanded by the 

organizational policies. In the interviews, we obtained three different 

perspectives or views about CSR; i.e. from the employees, customers, and 

the suppliers. A sample of the interview questions can be found in the 

Appendix. 

 

4.3 General Company Information. 

       In Nigeria, interviews were conducted in six organizations, namely: 

Hope Worldwide, British American Tobacco of Nigeria (BATN), MTN 

Nigeria, First Bank of Nigeria, Globacom Nigeria, and Shell Petroleum 

Development Company of Nigeria. It took us a lot of time to schedule and 

expertly conduct these interviews. 

In Sweden, we conducted interviews in four outstanding companies, 

namely: Ericsson, IKEA, Volvo, and Electrolux. Also, in Denmark, we 

conducted interviews in four companies, namely: Scan-Logistics, Danfoss, 

Danisco, and Pharma Nord. The increased number of interviews helped to 

reduce probability and biasness. 

 

4.4 Analysis/Assessment of Results. 

      Our analysis was comparative in nature. Results of interviews were 

compared with what we obtained from the literature review to see if there 



 52

were correlations or divergences. We made use of the Likert Scale for the 

analysis and quantification of the results. The interview questions and their 

assessment were designed base on Steers and Nordon (2006) and 

Appelbaum (1998) for easier assessment and interpretation to achieve the 

desired research objectives.  

Since we are researching on three main groups, namely: employees, 

customers and suppliers, we have mapped out an assessment criteria to fit 

each group towards the realization of the aim of this study which is to find 

the effect of CSR on the above three major groups and their relationships 

to performance and profitability of the organizations. The groups and their 

sub-analyzing factors are as follows: 

 

Group 1: Employees 

  

  Sub-analyzing factors: 

1. Employee retention. 

2. Low rate of absenteeism 

3. Low costs of recruitment 

4. Employee loyalty and motivation 

5. Increased productivity 

 

Group 2: Customers 

 

Sub-analyzing factors: 

1. Customer patronage. 

2. Business promotion. 

3. Good customer perception. 

4. Customer loyalty. 
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Group 3: Suppliers 

 

 Sub-analyzing factors: 

1. Efficiency in the supply of goods 

2. Improved quality of goods supplied 

3. Establishment of goodwill 

4. Adequate maintenance of stock levels. 

 

4.5 Employees view 

      We conducted an average of one interview per company or 

organization visited bringing it to total of 15 interviews in this section. We 

made use of the semi-structured interview model which enabled us to 

probe further while following our scheduled questions orderly. 

   

4.5.1 Employee Retention. 

          From the interviews carried out, 80% of the employees agreed that 

they will remain in their organizations and continue to work satisfactorily 

if their organizations adopt CSR measures that will cater for them and their 

families as well as the environment in which they work and live. However, 

15% said CSR does not matter and that they will still move to other 

organizations for other reasons apart from CSR such as the avoidance of 

monotony of jobs, change of job environment, etc. 5% were indecisive 

about the effect of CSR on their job mobility. 
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4.5.2 Low rate of absenteeism 

         90% of the employees interviewed said that the improvement of their 

welfare for example through training and re-training, rewards, bonuses, 

health insurance plus the adoption and practice of CSR measures will boost 

their morale and reduce absenteeism. 10% believed that absenteeism can 

be as a result of other factors though they agreed that the rate will not be as 

high as when CSR measure were not in place. 

 

4.5.3 Low Cost of Recruitment 

           In this case, we interviewed the management level employees more 

especially those in the HR unit. All interviewed unanimously agreed that 

talented professionals as well as young graduates are more willing to work 

with them because of their good CSR profile than other related 

organizations. In this case, they do not find it expensive to recruit the “best 

hands” into their various departments. 

 

4.5.4 Employee Loyalty and Motivation 

          All the interviewees agreed that their loyalty and motivation will 

increase if their organizations adhered to CSR measures and policies that 

can cater for their welfare together with that of their families. They pointed 

out that all the four components of CSR will be necessary for improved 

loyalty. 

 

4.5.5 Increased Productivity 

         95% of the employees interviewed said that their rate of productivity 

depends on their level of motivation. According to them, if highly 

motivated, they work at maximum productivity. 5% of those interviewed 
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said they are already working at their optimum level and does not think 

anything can make them exceed their present rate. 
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Fig 4.1: Responses of Employees. 

 

4.6 Customers View 

       After interviewing the employees, we asked them about their 

customers to enable us make a targeted interview. We were obliged and 

that made things easier for us. In this section we interviewed a total of 

twenty respondents. 

 

4.6.1 Customer Patronage 

          Out of the whole customers interviewed, 68% said they will 

increase their patronage of the goods and services from companies or 

organizations that discharge CSR measures that favor them, their families 

or their environment. 25% of the respondents saw increase in quality, 

decrease in price, and other conventional factors as the reasons to increase 
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their patronage. However, 7% of the respondents did not give a clear 

answer to this question and therefore are deemed to be undecided. 

 

4.6.2 Business Promotion. 

          92% of those interviewed agreed to help promote the business of 

companies engaged in favorable CSR measures by telling friends and 

relatives and by ensuring consistent patronage. The remaining 8% did not 

care about this question but said they must make sure they bring down any 

company or organization that engages in sharp practices that affects them 

by exposing them to the public in any way they can. 

 

 

4.6.3 Good Customer Perception. 

          60% of the customers have a positive perception of the companies 

and organizations with good CSR policies and said they will still purchase 

their goods and services even if they are slightly more costly than others. 

But 40% of these customers only had a positive perception of any 

company that gives them what they want at cheap and affordable prices. 

They totally disagreed on the issue of sacrificing monetarily in favor of 

CSR. 

 

4.6.4 Customer Loyalty 

         65% of the customers said they will be loyal to companies and 

organizations that discharge their CSR judiciously. Loyalty, as they made 

us to understand will result to a lot of benefits to those companies and 

organizations. However, 35% said they will only be loyal to companies 

and organizations with good CSR measures when prices and quality with 

others are slightly the same. 
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Fig 4.2: Responses of customers 

4.7 Suppliers View 

       In this section, we visited a lot of suppliers of the various companies 

and organizations already interviewed but only a few complied. In all, we 

were only able to interview seven of them. 

 

4.7.1 Efficiency in the supply of goods 

         58% of the respondents agreed that they will be motivated to 

become more efficient in the supply of their goods if the companies or 

organizations that engage their services carry out CSR measures that look 

after their welfare or makes the environment more conducive for their 

operation. The remaining 42% said that because of the competitiveness of 

their businesses, they are generally efficient and will remain that way 

whether there is CSR or not. 
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4.7.2 Improved quality of goods supplied 

         55% of the interviewees said that favorable CSR policies and 

measures from the organizations they make supplies to will enable them to 

supply improved quality of goods. According to them, there are different 

varieties of goods with different qualities and prices. They said they will 

give the best when motivated. However, 45% said they always supply the 

best goods and there is no need for an improvement even when CSR is 

discharged. So, they did not see CSR affecting them in any way. 

 

 

4.7.3 Establishment of goodwill 

         90% of the respondents agreed that naturally they will do well to 

companies or organizations, who through CSR affect them positively 

directly or indirectly. The other 10% said that even before the advent of 

CSR, their customers have been striving to maintain goodwill with them 

and they have been reciprocating the good gesture. They said it doesn’t 

matter the acronym given to what brings about this goodwill but if any 

measure maintains a good business relationship with them, they will not 

fail to reciprocate even when the company or organization does not 

practice CSR. 

 

4.7.4 Adequate Maintenance of Stock Levels 

         All the respondents agreed that their clients require a particular level 

of stock to be maintained so as to avoid business interruption. 50% said 

good CSR measures that favor them will help in the speedy actualization 

of this objective while the remaining 50% said that CSR has no effect on 

them in this area. They said it is legally binding upon them to maintain the 

stipulated stock levels as much as they can. Also, their conscience will not 
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allow them to deliberately go below the stock levels because of non 

discharge of CSR by their clients. 
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Fig 4.3: Responses of Suppliers 

 

 

4.8 Further analysis/assessment of results 

      Since all the sub-analyzing factors we employed in this research are 

those that have a relationship with the growth and development of 

companies and organizations if favored by a majority of the employees, 

customers and suppliers. Let us now further analyze our findings according 

to the responses obtained. We are interested in the “yes” responses. 
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4.8.1 Employees---- further analysis. 

          Sub-analyzing factors                                            yes (%) 

1. Employee retention                                                      80 

2. Low rate of absenteeism                                              90 

3. Low costs of recruitment                                             100 

4. Employee loyalty and motivation                               100 

5. Increased productivity                                                 95 

    Total                                                                            465 

Average number of employee affected positively by 

CSR                                                                                 = 93% 

Note that only 7% are unaffected. 

 

4.8.2 Customers---- further analysis 

        Sub-analyzing factors                                              yes (%) 

1. Customer patronage                                                      68 

2. Business promotion                                                       92 

3. Good customer perception                                            60 

4. Customer loyalty                                                            65 

Total                                                                                  285 

Average number of customers affected positively by 

CSR                                                                                 = 71.25% 

Also note that 28.75% are unaffected. 

 

4.8.3 Suppliers----further analysis. 

          Sub-analyzing factors                                              yes (%) 

1. Efficiency in the supply of goods                                     58 

2. Improved quality of goods supplied                                 55 

3. Establishment of goodwill                                                90 
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4. Adequate maintenance of stock levels                           50 

Total                                                                                   253 

 

Average number of suppliers affected positively by 

CSR                                                                                  = 63.25% 

36.75% are not affected. 
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Fig 4.4: Average numbers of Employees, customers and suppliers affected 

by CSR. 

 

Average percentage of employees affected by CSR = 93% 

Average percentage of customers affected by CSR = 71.25% 

Average percentage of suppliers affected by CSR = 63.25% 

Total = 227.5 % 

Ratios in degrees: 

   93     x 360   :    71.25 x 360    :       63.25   x   360                    

227.5                      227.5                     227.5 

= 147.2 degrees: 112.7 degrees: 100.1 degrees 

 



 62

 

 

 

 

 

 

 

 

 

                                                                   9393 

 

 

 

 

Fig 4.5: The effects of CSR on employees, customers and suppliers to 

growth and development of a business. 

 

4.9 The results of the study groups from BTH, Sweden and 

LASU, Nigeria. 

The results of these study groups showed a little similarity with the actual 

interviews. Out of the whole respondents interviewed here, 56% said CSR 

will affect them positively as employees, 34% will be affected positively as 

customers, while 10% will be affected positively as suppliers. These 

positive effects mean that they will put in their bests to the well-being or 

growth of organizations that carry out favorable CSR measures. 
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                            CHAPTER 5 

 

CONCLUSIONS AND RECOMMENDATIONS 

5.1 Conclusion 

       From the analyses of our findings from primary and secondary 

sources of data, a higher percentage of the respondents spoke in favor of 

the analyzing factors that we employed in this research. Since such factors 

are those that ensure growth and development of any firm or organization, 

it then goes to say that organizations stand to benefit immensely from their 

discharge of good CSR measures. 

   Our research is in consonance with our literature review which outlined a 

lot of benefits accruable from the practice of this very important new 

dimension of business activity. We believe that with this study, more 

emphasis will now be laid on CSR as another way of achieving company 

and organizational goals. 

   Furthermore, while carrying out our research generally on the effects of 

CSR on employees, customers and suppliers’ relations and their correlation 

to company or organizational growth and development, we came up with 

an interesting order according to the percentage of respondents. This led us 

to note that a CSR measure favorable to the employees increase growth 

and development most. This is followed by that favorable to the customers, 

and finally the suppliers. This can give companies or organizations a clue 

of where to start the implementation of their CSR measures to ensure a 

speedy growth and development. 
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5.2 Recommendations 

      Up till now CSR is still regarded as a philanthropic measure that can 

be carried out at will not minding the other components of the subject. It is 

seen as a non-profitable venture. Our research has proved wrong the 

literatures that saw CSR as a “drain pipe”. We have shown that CSR has a 

positive effect on the three major stakeholders whose actions can promote 

or mar any business venture. Our research supported the numerous 

literatures that highlighted immense benefits from CSR measures. 

  Having spent quality time to travel round for a face-to-face interview with 

the respondents, and also taken note of their facial remarks during the 

interviews, we hereby say with utmost sincerity, that a lot of the 

interviewees are eager to add to the bottom line of companies or 

organizations with good and practical CSR measures. We recommend that 

companies should compete for good and workable CSR measures just the 

same way they compete for customers, profits and market value. This is 

because by so doing, they will achieve their goals of sustainable growth 

and development. 

 

5.3 Limitations 

      No matter the duration of time allocated to this study, we were not able 

to really do all that we intended to do. Also, at a point in this research, the 

cost became unbearable and we have to cut costs by leaving some things 

undone. 

  Furthermore, we were limited to the extent of the data available to us. 

Therefore, we cannot claim that our work is the “A-Z” of this topic. It is 

subject to reviews in the future. 
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5.4 Further study 

      Corporate Social Responsibility is a very wide area of study, and 

already a lot of studies and meta-studies have been carried out. However, 

there are areas we consider interesting for further research. These are: 

1. Product differentiation as a way of determining and patronizing “green 

products” e.g. the use of bar codes and quality marks with CSR rankings to 

achieve this. 

2. The need for a mandatory CSR Reporting for companies and 

organizations. 

3. Effective advertising and Enlightening Programs as a way of avoiding 

massive ignorance of the benefits of CSR. 

4. CSR Monitoring and the need for stakeholder reactions against non 

adherence. 

5. CSR—A pool or resources and an addition to national GNP. 
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                                    Appendix 

            Interview Questions 

 

Appreciative Remarks 

We are grateful to you for honoring this interview session despite 

your tight work schedules. 

 

General Questions 

• Could you tell us your name and a little about your company? 

• What is your position in the company? 

• What does CSR mean to you? 

 

Employee Targeted Question 

• Does your company have any CSR policy? 

• Could you tell us some of those policies? 

• Apart from having such policies, does your company carry them 

out? 

• As an employee of this establishment, how can the discharge of CSR 

by your company affect your retention or continuous stay in your 

company? 

• In terms of absenteeism, do you think a favorable CSR measure by 

your company will have an effect on you? 

• Which company will you work for; company A pays slightly higher 

than company B, but while A does not discharge any form of CSR, 

B carries out a lot of CSR measures? 
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• Let’s say your company, through CSR, takes good care of you and 

your family, the environment, plus other things that concerns you, 

how can these affect your motivation and loyalty to your company? 

• Will the above question propel you towards greater productivity? 

• Do you think there is a relationship between your actions and the 

growth and development of your company? 

• In what ways are these relationships? 

• What other contributions do you have regarding CSR? 

• Please do you have any question for us?  

 

Customer Targeted Questions  

• As a customer to various companies, do you see CSR as having any 

effect on you as regards the way you patronize those companies? 

• Are you likely to help promote the business of a company who, 

through CSR, has been beneficial to you? 

• How will you rate a company with a good CSR measure? 

• Do you think CSR will have an effect on your loyalty as a customer? 

• Do you think your actions have a relationship to the profitability of 

those companies you patronize? 

• Any further contribution on this topic? 

• Do you have questions for us? 

Supplier Targeted Questions  

• Does CSR have an effect on your efficiency in the supply of goods 

and services? 

• Does it have an effect on the quality of goods to be supplied? 

• Could you tell us the likely effect on goodwill when a company 

discharges CSR measures that are of great benefit to you? 
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• Are you likely to attend to a company whose CSR policy benefits 

you more speedily than a company without any noticeable CSR 

measure? 

• In what ways can you attend to them? 

• Do you think your actions have an effect on the performance and 

profitability of the companies you supply goods and services to? 

• In what ways can your actions affect them? 

• Please do you have some questions for us regarding this topic? 

• Thank you for giving us your time. 
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