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Abstract: One of the most widespread debates is the issue whether it is advantageous
for companies to pay attention to corporate social responsibility initiatives. The
answer to the questions has apparently not been found yet. The purpose of the paper is
to investigate the potential impacts of corporate social responsibility on business
competitiveness on the basis of key research studies comparison.
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1. Introduction

Corporate social responsibility (hereafter CSR) is an umbrella term for a variety of
activities ranging from environmental protection, social work through employment
law, business ethics, anti-discrimination to socially responsible investment policy. The
common feature of these activities is general social usefulness as well as the fact that
their main initiator and executor is enterprise. As one of the most widely known
definition of CSR can be regarded the definition of European Commission (2001) that
CSR is “a concept whereby companies integrate social and environmental concernsin
their business operations and in their interaction with their stakeholders on a voluntary
basis’. Business Leaders Forum (cit. 2010), which deals with the CSR issue aready
long time in the Czech Republic defined the concept as. ,a voluntary commitment of
businesses to behave in its functioning responsibly to the environment and the society
in which they operate”. Carol (1979) described the socia responsibility of company as
going beyond economic and legal concerns, and identified this additional responsibility
as an aspect of corporate social performance. We can find a wide range of similar
definitions. With regard to their not very unified terminology, most of them discover a
similar summary of responsible entrepreneurship principles.

In recent years, an increasing number of companies worldwide established and
integrated the CSR policy. Together with this growth has raised a question: how CSR
shape or influence the corporate competitiveness? Lot of researchers have already
stated that CSR can contribute to a number of social, environmental and economic
policy objectives. However, what are the actua proven findings of CSR benefits on
individual determinants of business competitiveness? And are confirmed the arguments
suggesting that CSR is cost with no evident benefits on competitiveness? The
comparison of already carried out research studies can help us at least partialy answer
these questions.
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The main aim of the paper is to throw light on the nature of relationship between
CSR and competitiveness of business. The fundamental structure of the paper results
from European Competitiveness Report (2008), whose key findings are confronted
with other relevant research studies.

2. CSR effects on competitiveness. the comparison of key studies

Currently an enormous number of research studies have emerged regarding the
relationship between CSR and organisationa performance. (Rettab et a., 2008) In this
paper, we focus specifically on examination of CSR impacts on selected determinants
of company-level competitiveness.

2.1 CSR and Cost Structure

Here we can find two currents of opinion in the debate on cost savings resulting
from CSR. Ciritics state that CSR is expensive and that the positive effects can occur
often only in the distant future, if they come at al. These statements resulted from
Friedman (1970) that argues that there is only one social responsibility in the firm, and
it is the most efficient use of available resources and involvement in activities to
increase profit as much as possible. According to this view CSR has no
substantive role in the organization. Contrary to this, Freeman (1994) argued that
social performance is needed to attain business legitimacy. On the basis of this fact
much of the present research on the question regarding whether social responsibility
has any benefit refers to the views of Friedman or Freeman.

Supporters of CSR argue that expenditures on environmentally and socialy
responsible behaviour will return to the company over time. (Porter, Krammer, 2006)
Especially the positive relation can be found in the context of environmenta
performance and economic performance. (Russo, Fouts, 1997) Porter and van der
Linde (1995) reported that properly designed environmental standards may induce
innovations that lower the total cost of the product or improve its value. From this
perspective the cost reduction can be seen in improving opportunities for lower energy
consumption, lower insurance or expenditures for possible conflicts. (Miles, Covin,
2000) On the other hand, some other studies also show evidence of negative
relationship between environmental dimension of CSR and cost structure. (European
Competitiveness Report, 2008) Apparently, it could be stated that there is a little
consensus and the general findings related to cost structure are mixed. CSR could
contribute to the reduction of costs only in certain conditions.

2.2 CSR and Human Resour ces

According to conclusions of European Competitiveness Report (2008) on the basis
of empirical studies the positive impacts of CSR on human resource management can
be found. Companies with well-developed strategy of human resources management
based on CSR initiatives can reduce the total number of fluctuating staff and have
employees with higher motivation and work performance. Another important aspect is
employee diversity policy.
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These statements confirm also a number of other studies that have explored the link
between CSR and employee or organizational commitment. (Albinger, Freeman, 2000,
Peterson, 2004) Branco and Rodrigues (2006) presented that companies with strong
social responsibility image often have a better ability to attract preferable job
applicants, retain them once hired, and keep employee morale. Therefore according to
Aguilieraet al. (2007) it is reasonable to state that firms that implement CSR initiatives
will tend to a positive relationship with their employees, and follow they are more
probably to acquire employees’ commitment than companies that do not take care
about CSR activities.

2.3 CSR and Cor por ate Reputation

Lot of companies see their commitment to CSR primarily as a means of enhancing
their reputation in the eyes of stakeholders. The relationship between CSR and
reducing the potential business risks was introduced by Bowman (1980). Afterwards a
number of literature offers the evidence that corporate reputation is crucia issue of
competitiveness. According to Rettab et al. (2008) is corporate reputation enhanced or
destroyed by firms decisions to engage or disengage in CSR activities. Heal (2005)
argues that the presence of CSR minimizes conflicts between different organizations,
companies, surroundings of the company, and sees this in fact as the greatest
advantage of CSR. Hond et al (2007) found out by their survey that eco-labelling to a
large or some extent has made a positive contribution to the corporate image.

Branco and Rodrigues (2006) reported that when firms are able effectively
demonstrate to the wide range of stakeholders that they manage their activities in
compliance with CSR policies, they can create a positive reputation, whereas failing to
do so can be a source of risk. Thisis strengthened by the fact that enterprises are more
exposed to public control and criticism thanks to power of communication technology.
Rettab et al. (2008) identify two pre-conditions for CSR to have an impact on
reputation. Firstly, it is ability to communicate the strategy to key stakeholders and
media. Secondly, the media have to give enterprises engaged in CSR initiatives the
required space to help them generate public goodwill. However, we can conclude that
success of the company is highly dependent on the relationship with its key
stakeholders and its reputation (Fan, 2005). The problem here is that sometimes the
companies understand the CSR concept only as a profitable public relation tools.

2.4 CSR and Innovations

Wide number of studies has disputed whether CSR can be a way for many
innovations through the use of social and environmental approaches. The European
competitiveness report (2008) identify three principal ways in which CSR can
contribute to innovation capacity and performance: innovation resulting from
stakeholders engagement, defining business opportunities through addressing societal
challenges; and creating work places that support the innovation.

In the long term, it is technological innovation capability that forms a major source
of competitive advantage. (Freeman, 1994) Innovation capability is a special asset of
an organisation, which comprises different key areas, such as technology, production,
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process, strategy, organization, knowledge and experiences. As confirm Guan et al.
(2006) innovation capability is closely correlated with internal experiences and
experimental acquisition. Thanks to this fact, CSR could become a rich source of ideas
and innovation. Vilanova and Lozano (2009) argued that CSR and competitiveness
concern through a learning and innovation cycle, where corporate values, policies and
practices are permanently defined and re-defined.

2.5 CSR and Financial Perfor mance

The relationship between corporate socia performance and financial performance
is one of the most studied topics. (Chand, Fraser, 2006, McWilliams, Siegel, 2001)
Beurden and Gossling (2008) present research focuses on the relationship between
corporate social performance and corporate financial performance based on the meta-
analysis of the data consists of literature. From the included studies 68% found a
significant positive relationship, 26% of studies reported no significant relationship
and 6% found significant negative relationship. The results reveal that there is indeed
clear empirical evidence for a positive correlation between corporate social and
financial performance.

Margolis and Walsh (2001) come to the similar results when by the help of meta-
analysis examined 160 empirical studies and found that 55% of them identified a
positive relation between CSR and financia performance, 22% detected no
relationship, 18% revealed mixed relationship and 4% found a negative relationship.
Their conclusion is supported by Rettab et a. (2009) that found the positive
association between CSR and financial performance in emerging economy.

A number of studies also try to examine why CSR has a positive effects on
financial performance. One of the frequent arguments is that if the company has a
positive influence on their stakeholders then can have a positive impact on its financial
page. (Allouche, Laroche, 2006)

Contrary Brammer et al. (2006) investigated the negative relationship between
corporate social performance and financial performance using stock returns. Mellahi
and Wood (2002) maintain that the stakeholders are often not interested in CSR
activities, therefore their effect is irrelevant and overall impact on the financial side
then will be negative.

3. Conclusion

One of the key problems of current research is the absence of understanding about
the impact CSR has on competitiveness. (Porter, Kramer, 2006). The scholars have not
yet reached a consensus on how CSR affects business competitiveness. This lack could
be partly due to problems associated with measuring the costs and benefits of CSR.

The review of selected key studies on the links between CSR and corporate
performance investigates positive, negative, mixed as well as non-significant results. In
the field of cost perspective and CSR a consensus among scholars has not been
achieved so far. Positive impacts of CSR on the costs structure can be determined only
If certain conditions are met. Companies which have successfully implemented CSR
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initiatives in the HR management show provable improvement in relationships
between employees and general atmosphere. CSR can aso positively influence
corporate image in society and therefore raise competitiveness of a company. A
problem which still remains is the conception of CSR as a tool used purely for public
relation profit. In the field of innovation perspective, certain contribution of CSR is
more likely positive, but in general hard to measure. Many of complex studies present
clear empirical evidence about positive relationships between performance in financial
and socia sphere.

The key benefit of the paper is a literature review which creates a research
framework that could be used for subsequent analysis of links between CSR and
competitiveness in the conditions of Czech Republic. CSR is dtill relatively new
direction of long-term management of the organization. Most probably, we will be able
to appreciate the impacts of CSR in a longer time period, therefore further research is
needed.

Acknowledgement
This article was prepared in relation to the project IGA UPCE SGS - SGFESOS.

Refer ences:

[1] AGUILERA, R., RUTH, V., RUPP, D., WILLIAMS, C., GNAPATHI, J. 2007.
Putting the S Back in Corporate Social Responsibility: A Multilevel Theory of
Social Change in Organizations. Academy of Management review 32. pp. 836 -
863

[2] ALBINGER, H. FREEMAN, S. 2000. Corporate Social Performance and
Attractiveness as an Employer to Different Job Seeking Populations. Journal of
Business Ethics, 28. pp. 243-253

[3] ALLOUCHE, J., LAROCHE, P. 2006. The Relationship between Corporate
Social Responsibility and Corporate Financial Performance: A Survey. In
Allouche, J. Corporate Social Responsibility: Performances and Stakeholders.
Palgrave MacMillan ISBN: 978-1-4039-4413-9 pp. 3-40

[4] BEURDEN, P, GOSSLING, T. 2008. The Worth of Values — A Literature
Review on the Relation Between Corporate Social and Financial Performance.
Journal of Business Ethics, 82. pp. 407-424

[5] BOWMAN, E. H. 1980. A Risk/Return Paradox for Strategic Management.

[6] BRANCO, C.M., RODRIGUES, L.L. 2006. Corporate Responsibility and
Resource-Based Perspectives. Journal of Business Ethics, 69. pp. 111-132

[71 BRAMMER, S, BROOKS, C., PAVELIN, S. 2006. Corporate Socia
Performance and Stock Return UK Evidence form Disaggregate Measures.
Financial Management, 35(3). pp. 97-116

[8] BUSINESS LEADERS FORUM. 2010. [onlin€g]. [cit. 2010-09-08]. Available
from: <http://www.blf.cz/aktivity/databaze.htm>

282


http://www.blf.cz/aktivity/databaze.htm

[9]

[10]

[11]

[12]
[13]
[14]

[15]

[16]

[17]

[18]

[19]

[20]

[21]

[22]

[23]

CAROL, A.B. 1979. A Three-Dimensional Conceptua Model of Corporate
Performance. The Academy of Management Review, 4(4). pp. 497-505
EUROPEAN COMMISION. 2001. Communication from the Commission to the
European Parliament, The Council and the European Economic and Social
Committee. [onling]. [cit. 2010-08-01]. Available from: <http://eur-
lex.europa.eu/L exUri Serv/LexUriServ.do?uri=COM:2006:0136:FIN:en:PDF>
EUROPEAN COMPETITIVENESS REPORT 2008. In Overview of the links
between Corporate Social Responsibility and Competitiveness. [s.l.]: [s.n.], 2008.
p. 17. [online]. [cit. 2010-06-20].

Available from: < http://ec.europa.eu/enterprise/policies/sustainable-
business/files/csr/documents/csrreportv002_en.pdf >.

FAN, Y. 2005. Ethical branding and corporate reputation. Corporate
Communication,10(4). pp. 341-350

FREEMAN, R.E. 1994. The Politics of Stakeholder Theory: Some Future
Directions. Business Ethics Quarterly 4(4). pp. 409-421

FRIEDMAN, M. 1970. The Social Responsibility of Business is to Increase Its
Profits. New York Times, 13 September. pp. 122-126

HEAL, G. 2005 Corporate Social Responsibility: An Economics and Financial
Framework. The Geneva Papers on Risk and Insurance Issues and Praktice, 30.
pp. 387 —409

HOND, F., BAKKER, F.G.A., NEERGAARD, P. 2007. Managing corporate
social responsibility in action: talking, doing and measuring. Hampshire:
Ashgage Publishing limited. 265 p. ISBN 978-0-7546-4721-8

CHAND, M., FRASER, S. 2006. The Relationship between Corporate Social
Performance and Corporate Financial Performance: Industry Type as a Boundary
Condition. The Business Review, Cambridge 5(1). pp. 240-245

MARGOLIS, J.D., WALSH, J.P. 2001. People and Profits? The Search for a
Link between a Company’'s Social and Financial Performance. New Jersey:
Mahwah. 168 p. ISBN 978-0805840117

MCWILLIAMS, A., SIEGEL, D. 2001. Corporate Social Responsibility: A
Theory of the Firm Perspective. Academy of Management Review, 26(1). pp.
117-128.

MELLAHI, K., WOOD, G. 2002. The Ethical Business. Challenges and
Controversies. London: Palgrave-McMillan. 195 p. ISBN: 978-0-333-94993-1

MILES, M. P., COVIN, J.G. 2000. Environmental Marketing: A Source of
Reputational, Competitive, and Financial Advantage. Journal of Business Ethics,
23. pp. 299 — 311

PETERSON, D.K. 2004. The Relationship Between Perceptions of Corporate
Citizenship and Organizational Commitment. Business & Society, 43. pp. 296-
319

PORTER, M. E., KRAMER, M. R. 2006. Strategy & Society: The Link Between
Competitive Advantage and Corporate Social Responsibility. In. [s.l.]: Harvard
Business Review. p. 78-88

283


http://ec.europa.eu/enterprise/policies/sustainable

[24]

[25]

[26]

[27]

PORTER, M.E., VAN DER LINDE, C. 1995. Toward a New Conception of the
Environment-Competitiveness Relationship. The Journal of Economic
Perspectives. Vol. 9, No. 4. pp. 97-118

RETTAB, B., BRIK, B. A., MELLAHI, K. 2009. A study of Management
Perceptions of the Impact of Corporate Social Responsibility on Organisational
Performance in Emerging Economies. The Case of Dubai. Journal of Business
Ethics, 89. pp. 371-390

RUSSO, M.V., FOUTS, P.A. 1997. A Resource-Based Perspective on Corporate
Environmental Performance and Profitability. Academy of Management Journal,
40(3), pp. 534-559

VILANOVA, M., LOZANO, M., ARENAS, D. 2009. Exploring the Nature of
the Relationship between CSR and Competitiveness. Journal of Business Ethics,
87. pp. 5769

Contact addr esses:

Ing. Michaela Striteska, Ph.D.

Department of Economics and Management
Faculty of Economics and Administration
University of Pardubice

Studentska 95, Pardubice, 532 10

Email: michaela.striteska@upce.cz

Phone: +420 466 036 558

Bc. Katefina Kubiznakova

Faculty of Economics and Administration
University of Pardubice

Studentska 95, Pardubice, 532 10

Email: kubiznakova@tiscali.cz

284


mailto:michaela.striteska@upce.cz
mailto:kubiznakova@tiscali.cz

