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The objectives of the present study are to put forth the concept of corporate social responsibility (CSR) in Turkey
(in the Kayseri Organized Industrial Region) and the researches on this concept and the relationships between the
concept and perceived financial performance. Research data were gathered from 100 accounting and finance
managers in Kayseri. The sub-dimensions of CSR were gathered under four groups as business policies,
environmental policies, market policies, and social policies, and the effects of these factors on the perceived
financial performance of businesses were tested. It was concluded in this study that among the sub-dimensions of

CSR, business policies had significant impacts on perceived financial performance.
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Introduction

Globalization has significantly improved information technologies worldwide and brought together new
competitive environment and new business rules. Thus, rather than businesses only having objectives, such as
achieving maximum profits, they now should orient themselves towards new objectives by taking the benefits
of society into consideration. Such a new world order has changed businesses from being corporate with solely
economic purposes and converted them into corporate caring about social improvement and development,
sustainable economy, the environment, human rights, and similar social issues. Such susceptibility ultimately
results in the emergence of the concept of social responsibility.

The selection of making profit as the only objective to promote and sustain their existence or targeting
development with the returns of the goods and services they produce is impossible issues under today’s
conditions for businesses. They are open systems and influenced by all the developments happening around
them. Thus, they should be aware of the impossibility of growth and development independent of surrounding
factors and should target development together with the society around them. The only way to realize such a
development is to implement their incumbent social responsibilities.

Therefore, the concepts of corporate social responsibility (CSR), performance, efficiency, productivity,
and sustainability have been studied in the business literature. CSR is a concept reminding businesses that their
responsibilities are not limited only to economic responsibilities through producing goods and services, but

they also have other responsibilities towards their employees, customers, stakeholders, competitors, and
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suppliers and, most of all, towards the society and environment in which they live. Particularly in an advanced
technological and extremely competitive environment, CSR adds significant value to a business’s image and
prestige through exhibiting the differences between it and other businesses and improving employee and
customer satisfaction.

In addition to the values added to business image and prestige by CSR, its effects on the perceived
financial performance of a business are also a significant issue to be investigated. The effects of CSR,
especially on perceived financial performance factors, such as increases in sales, market share and assets,
liquidity and returns on turnover, assets, and equity, should also be determined.

In the present study, the level of CSR and its effects on perceived financial performance were investigated.
The research has two sections, namely theoretical and practical. In the theoretical section, the concepts of “CSR”
and “perceived financial performance” are discussed generally and the relevant literature is provided. In the
practical section, a questionnaire was conducted with the accounting and finance managers of 100 businesses
with 250 or more employees in Kayseri and questionnaire responses were analyzed.

Theoretical Framework and Literature

Parallel to the development and significance of the CSR concept, the relationships between CSR and
financial performance have become highly attractive research topics in the finance area.

The expectations of societies from businesses concerning their social responsibilities started around the
1950s (Hanzaee & Rahpeima, 2013). In those years, businesses were expecting to grow excessively and to be
powerful in economic life. They were also accused of being anti-competitive and anti-social. Then, laws and
regulations were enacted to limit these behaviors and powers of businesses. For a business’s customers, not
only the price and quality of the goods and services provided are sufficient reasons to buy them, but also
the voluntary contributions made by businesses producing the purchased goods and services to society and
the environment are effective in customer decisions. Social responsibility is directly related to business
decisions and the social impacts of such decisions on society. CSR covers the public, employees, customers,
national, and international society and requires taking social targets into consideration while realizing economic
targets. A good balance therefore should be established between economic and social targets (Unsar &
Alpertonga, 2013).

CSR was defined in the declarations of the European Union in 2001 as “a concept taken as basis in
voluntary social and environmental activities of businesses and in their relations with stakeholders” (Dogan &
Varinli, 2010, p. 5). There are several definitions of CSR, but they are all basically the same. CSR is the
management of corporate economic activities without endangering the interests of all relevant parties (partners,
employees, customers, and finally society). In another definition, CSR is defined as the responsibility
undertaken to improve social welfare through voluntary activities and supports corporate sources (Erkman &
Sahinoglu, 2012). CSR is not only limited to issues surrounding the locality, but also covers global belonging,
participation, and responsibility and it means a cultural attitude integrating such general issues with daily
practices (Eren & Eker, 2012).

Businesses have four basic responsibilities: social, ethical, legal, and economical (Celik, Dinger, & Yilmaz,
2012). Correspondingly, they should work voluntarily towards the solution of social problems, should behave
according to social norms and expectations, act in accordance with the law, and perform profitable and

productive works.
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CSR activities are subjected to classification at five different levels. Starting from the bottom level, these
classes are defined as “irresponsibility, partially compatible, compatible, strategic, and social advocate”. At the
bottom level, “irresponsibility” represents those businesses not undertaking responsibility; “partially
compatible” represents businesses abiding by the legal regulations at a minimum level; “compatible” represents
businesses implementing responsibility activities at a minimum level; “strategic” represents businesses
implementing CSR activities just for financial performance; and “social advocate” represents businesses
implementing philanthropic activities not seeking profit or benefit (Johnson, 2003).

Considering the studies performed to define the relationships between CSR and business performance,
Bradgon and Marlin (1972), Moskowitz (1972), Frooman (1997), D’ Arcimoles and Trebucq (2002), Orlitzky,
Schmidt, and Rynes (2003), Margolis and Walsh (2003), Brine, Brown, and Hackett (2006), Makni, Francoeur,
and Bellavance (2008), Arx and Ziegler (2008), Choi, Kwak, and Choe (2010), and Cardebat and Sirven (2010)
carried out relevant studies. In Turkey, there are limited studies investigating the theoretical relationships
between CSR and business performance. Among them, Aras, Aybars, and Kutlu (2010), Dinger (2011), U.
Almagik, E. Almagik, and Geng (2011), and Arsoy, Arabaci, and Cift¢cioglu (2012) are the most remarkable.

Businesses employ various performance measurement methods to measure their financial performances.
Mostly objective-subjective (perceptual) or qualitative-quantitative methods are used but both are used together
in some cases (Singh, 1986; Dess & Robinson, 1984; Alpkan, Ergiin, Bulut, & Yilmaz, 2005). Perceived
performance refers to measurement made by asking managers “how they perceived their performance
with regard to various criteria when they compared themselves with the other businesses in the sector” to
measure their qualitative and quantitative performance (Alpkan et al., 2005). Perceived performance may have
some validity and reliability problems (Celik & Karadal, 2007), but the difficulty involved in obtaining
objective data to evaluate the performance of a business forces researchers to use perceived information from
the participants.

Some researchers reported positive relationships between CSR and financial performance; some reported
indirect relationships; and others indicated that no relationships existed between them. Waddock and Graves
(1997) observed a positive relationship between CSR and financial performance and took active returns, equity
returns, total sales, and total assets as the financial performance criteria. Preston and O’Bannon (1997) analyzed
the financial data of 67 businesses in the USA using data covering the 1982-1992 period and reported a positive
relationship between social responsibility and financial performance. P. A. Stanwick and S. D. Stanwick (1998)
indicated relationships among the environmental policies of CSR and business size and return rates. Tsoutsoura
(2004) carried out a study with 500 businesses and reported a positive relationship between CSR and financial
performance. Montabon, Sroufe, and Narasimhan (2007) implemented a study with 45 businesses and observed
again a positive relationship between the environmental policies of CSR and the financial performances of the
businesses. Moneva, Rivera-Lirio, and Munoz-Torres (2007), Saleh, Zulkifli, and Muhamad (2011), Celik et al.
(2012), and Fettahoglu (2013) also reported positive relationships between CSR and financial performance.
Johnson (2003) reported indirect relationships between CSR and financial performance and indicated that
illegal activities had negative impacts on returns and positive outcomes were reached when ethical policies
were implemented. Velde, Vermeir, and Corten (2005) and Donatus and Jude (2008) observed indirect but
positive relationships between CSR and financial performance. Diltz (1995), Sauer (1997), McWilliams and
Siegel (2000), Kneader, Gray, Power, and Sinclair (2001), and Bauer, Koedijk, and Otten (2002) indicated that
there were no relationships between CSR and financial performance. Aras et al. (2010) were not able to
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determine a significant relationship between CSR and financial performance and indicated that significant

relationships were limited to developed countries.

Research Methodology
Research Objectives, Model and Hypotheses

The basic objective of the present study is to determine the relationships among the business,
environmental, market, and social policies of CSR and the perceived financial performance of businesses. A
model was also created to investigate the effects of CSR and its sub-dimensions on perceived financial
performance. This model covers four different criteria of CSR, namely business, environmental, market, and
social policies. The perceived financial performance of the model was evaluated by taking increases in sales,
market shares and assets, turnover returns, equity returns, liquidity conditions, decrease in debts, and general

performance into consideration. The model is shown below in Figure 1.

Corporate social responsibility

Business policies N

Environmental policies ||

Perceived financial

/ perforrnance

Market policies ]

Social policies d

Figure 1. Research model.

Here, in this model, the sub-dimensions of CSR were taken as independent variables and perceived
financial performance was taken as a dependent variable. There were four hypotheses about the relationships
between CSR sub-dimensions and perceived financial performance. The hypotheses were as follows:

Hypothesis 1: There is a significant positive relationship between the business policies of CSR and
perceived financial performance;

Hypothesis 2: There is a significant positive relationship between the environmental policies of CSR and
perceived financial performance;

Hypothesis 3: There is a significant positive relationship between the market policies of CSR and

perceived financial performance;
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Hypothesis 4: There is a significant positive relationship between the social policies of CSR and perceived

financial performance.

Universe and Sample

The current study was conducted in Kayseri. The research universe was composed of 100 large-size
production facilities (with more than 250 employees) operating in the Kayseri Organized Industrial Region.
Research data were gathered through questionnaires applied to the accounting and finance managers of
previously selected businesses. The response return rate was 100% for questionnaires.

Data Collection and Analysis Methods

The questionnaire forms used to gather research data were composed of three sections. The first section
contains seven questions about the businesses and managers, the second section contains 20 statements about
the four dimensions of CSR, and the last section contains nine statements inquiring about the level of perceived
performance. Two scales were employed in the present study.

CSR was taken as an independent variable and the first scale was created by using the scale developed by
the European Commission Enterprise General Directorate. The scale was composed of 20 statements initially
inquiring about CSR frequency. The Cronbach Alfa value, indicating the reliability of the scale, was found to
be 0.829. A five-point Likert scale was used as follows: (1) never; (2) rarely; (3) sometimes; (4) usually; and (5)
always. A second subjective scale able to measure qualitative and quantitative performance together, which was
developed by Alpkan et al. (2005), was used to evaluate perceived performance. The scale was composed of
nine statements. The Cronbach Alfa value of the scale was found to be 0.919. In statements about perceived
financial performance, a five-point Likert scale was used as follows: (1) much lower than the competitors; (2)
slightly lower than the competitors; (3) same as the competitors; (4) slightly higher than the competitors; and (5)

much higher than the competitors. Statistical analyses were carried out by using SPSS software.

Results

Demographic Characteristics

The demographic characteristics for participating accounting and finance managers are provided in Table 1.

Table 1

Genders of Participating Accounting and Finance Managers

Gender Frequency Valid percentage (%) Cumulative percentage (%)
Male 78 78 78

Female 22 22 100.0

Total 100 100.0

Of the participating accounting and finance managers, 78% were male and 22% were female (Table 1).

The educational levels of participating accounting and finance managers are provided in Table 2.

Of the participating accounting and finance managers, 24% were high school graduates, 6% were
vocational college graduates, 66% had a bachelor’s degree, 3% had a graduate degree, and only 1% had a Ph.D.
degree (Table 2).

With regard to demographic characteristics, accounting and finance managers were mostly male and
university graduates.

Analysis of variance (ANOVA) and #-test were used to test the differences between demographic
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characteristics and the factors affecting the perceived financial performance. Significant differences were not
observed among the variables with regard to demographic characteristics.

Table 2

Educational Levels of Participating Accounting and Finance Managers

Level of education Frequency Valid percentage (%) Cumulative percentage (%)
High school 24 24 24

Vocational college 6 6 30

Bachelor’s degree 66 66 96

Graduate degree 3 3 99

Ph.D. degree 1 1 100.0

Total 100 100.0

Correlation Table

Correlation results revealing the relationships between CSR policies and perceived financial performance

are provided in Table 3.
Table 3
Correlation Matrix
1 2 3 4 5
1. Perceived financial performance 1
2. Business policies 0.271** 1
3. Environmental policies 0.261%* 0.459%* 1
4. Market policies 0.170 0.481** 0.495%* 1
5. Social policies 0.203* 0.496%** 0.393%** 0.415%* 1

Note. * p <0.05 and ** p <0.01.

As can be seen from Table 3, there is a significant positive relationship between the dimensions of CSR
and perceived financial performance. Such findings confirm the four hypotheses.

Results for Relationships Among Model Variables

When the effects of the business, environmental, market, and social policies of CSR on perceived financial
performance were evaluated, it was observed that only the business policies had significant effects on perceived
financial performance. The relevant results are provided in Tables 4 and 5.

Table 4

Results of Regression Analysis Carried Out to Determine the Effects of CSR on Perceived Financial Performance
R R’ Adjusted R Standard deviation

Perceived financial Performance 0.271 0.074 0.064 0.69

Notes. p < 0.05; dependent variable: perceived financial performance; and independent variable: CSR business policies.

Table 5

Coefficient Table of Regression Analysis Carried Out to Determine the Effects CSR on Perceived Financial
Performance

Variable Beta t Sig.

Business policies 0.271 5.486 0.000
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Tables 4 and 5 revealed that the business policies of CSR had approximately a 7% effect on the perceived
financial performance. It is shown in the model below (Figure 2).

R=0.271
R*=0.074

Perceived financial
performance

Business policies of CSR

A 4

Figure 2. Effects of business policies of CSR on perceived financial performance.

The effects of the environmental, market, and social policies of CSR on perceived financial performance
were at significantly low levels.

Conclusions

The concept of “CSR” comes to the foremost in the survival efforts of businesses. Social responsibility
projects, put into action one by one, and the investments made in this issue have already reached significantly
large sizes.

CSR has four policies, namely business, environmental, market, and social policies. Measurement of these
policies and their impacts on perceived financial performance are significant issues to be investigated.

In the current study, the aim was to determine whether or not CSR and its sub-dimensions have any effects
on perceived financial performance and, if so, the level of effect. As can be seen from the model above, the
business policies of CSR had about a 7% effect on perceived financial performance. The effects of the
environmental, market, and social policies of CSR on perceived financial performance were at significantly low
levels.

The business policies of CSR cover the support given for the long-term career prospects and development
of employees, taking measures to prevent any kind of discrimination in employment, to promote the
participation of employees in management and their contributing to critical decisions, and to take measures to
improve the health, security, and welfare of employees. A considerable increase is evident in the financial
performance of businesses when they take such factors into consideration in their business policies.

The relationships between the sub-dimensions of CSR and perceived financial performance were
investigated in the present study. In future studies, CSR measurements could be performed and the effects on
business performance could be investigated from various aspects in other regions. However, as a final reminder,
it is essential that businesses should not seek any profit from such responsibility activities and that they should
primarily target the benefit of society through taking on the role of a social advocate.

References

Alnmiagik, U., Alniagik, E., & Geng, N. (2011). How corporate social responsibility information influences stakeholders’ intentions.
Corporate Social Responsibility and Environmental Management, 18, 234-245.

Alpkan, L., Ergiin, E., Bulut, C., & Y1lmaz, C. (2005). Sirket girisimciliginin sirket performansina etkileri. Dogus Universitesi
Dergisi, 6(2), 175-189.

Aras, G., Aybars, A., & Kutlu, O. (2010). Management corporate performance investigating the relationship between corporate
social responsibility and financial performance in emerging markets. International Journal of Productivity and Performance
Management, 59(3), 229-254.



564 RELATIONSHIPS OF CORPORATE SOCIAL RESPONSIBILITY

Arsoy, A. P., Arabaci, O., & Ciftgioglu, A. (2012). Corporate social responsibility and financial performance relationship: The
case of Turkey. Muhasebe ve Finansman Dergisi, 14, 159-176.

Arx, U. V., & Ziegler, A. (2008). The effects of CSR on stock performance: New evidence for USA and Europe (Economic working
paper series, Swiss Federal Institute of Technology Zurich).

Bauer, R., Koedijk, K., & Otten, R. (2002). International evidence on ethical mutual fund performance and investment style
(Working paper, November).

Bradgon, J. H., & Marlin, J. (1972). Is pollution profitable? Risk Management, 19(4), 9-18.

Brine, M., Brown, R., & Hackett, G. (2006). Corporate social responsibility and financial performance in the Australian context.
Economic Round-up, 3(4), 47-58.

Cardebat, J. M., & Sirven, N. (2010). What corporate social responsibility reporting adds to financial return? Journal of
Economics and International Finance, 2(2), 20-27.

Celik, C., & Karadal, H. (2007). KOBI’lerin sorunlar ve ¢dziim stratejilerinin algilanan performans iizerine etkileri: Aksaray ve
mersin 6rnegi. Cukurova Universitesi Sosyal Bilimler Enstitiisii Dergisi, 16(2), 119-138.

Celik, 1. E., Dinger, H., & Yilmaz, R. (2012). IMKB’de islem goren mevduat bankalarinin kurumsal sosyal sorumluluk
caligmalarimin finansal sonuglari iizerine kurumsal yonetim ilkeleri gercevesinde bir inceleme. Beykent Universitesi Sosyal
Bilimler Dergisi, 5(2), 37-63.

Choi, J. S., Kwak, Y. M., & Choe, C. (2010). Corporate social responsibility and corporate financial performance: Evidence from
Korea. Retrieved from http://mpra.ub.uni-muenchen.de/22159/

D’Arcimoles, C. H., & Trebucq, C. (2002). The corporate social performance—Financial performance link: Evidence from France.
Retrieved from http://papers.ssrn.com/sol3/papers.cfm?abstract-id=306599

Dess, G., & Robinson, R. (1984). Measuring organizational performance in the absence of objective measures: The case of
privately-held firm and conglomerate business unit. Strategic Management Journal, 5, 265-273.

Diltz, J. D. (1995). Does social screening affect portfolio performance? The Journal of Investing, 4(1), 64-69.

Dinger, B. (2011). Do the shareholders really care about corporate social responsibility? International Journal of Business and
Social Science, 2(10), 71-76.

Dogan, S. Y., & Varinli, 1. (2010). Isletmelerde sosyal sorumluluk anlayisi ve kurumsal imaj iliskisi: Banka miisterilerine yonelik
bir aragtirma. Ekonomik ve Sosyal Arastirmalar Dergisi, 6(6), 1-26.

Donatus, 1. I., & Jude, E. C. (2008). The effect of corporate social responsibility on the growth and development of a company.
(Master’s thesis report, M.Sc. in business administration, Blekinge Institute of Technology School of Management, Ronneby,
Sweden).

Eren, S. S., & Eker, S. (2012). Kurumsal Sosyal Sorumluluk Algisinin Marka Imaji, algilanan deger, miisteri tatmini ve marka
sadakatine etkisi iizerine bir saha aragtirmasi: X markas1 ornegi. Siileyman Demirel Universitesi I.IB.F. Dergisi, 17(2),
451-472.

Erkman, T., & Sahinoglu, F. (2012). Kurumsal sosyal sorumluluk faaliyetlerine iligkin ¢alisan algilari ile orgiitsel bagliligin
hizmet sektériinde incelenmesi. Marmara Universitesi I.LB.F. Dergisi, 33(2), 267-294.

Fettahoglu, S. (2013). Isletmelerde Sosyal Sorumluluk ile Finansal Performans Arasindaki Iliski: IMKB’ye yénelik bir uygulama.
Sosyal ve Beseri Bilimler Dergisi, 5(2), 515-524.

Frooman, J. (1997). Socially irresponsible and illegal behavior and shareholder wealth. Business and Society, 36(3), 221-249.

Hanzaee, K. H., & Rahpeima, A. (2013). Corporate social responsibility (CSR): A scale development study in Iran. Research
Journal of Applied Sciences, Engineering and Technology, 6(9), 1513-1522.

Johnson, H. H. (2003). Does it pay to be good? Social responsibility and financial performance. Business Horizons, 46(6), 34-40.

Kneader, N., Gray, R. H., Power, D. M., & Sinclair, C. D. (2001). Evaluating the performance of ethical and non-ethical funds: A
matched pair analysis (Working paper).

Makni, R., Francoeur, C., & Bellavance, F. (2008). Causality between corporate social performance and financial performance:
Evidence from Canadian firms. Journal of Business Ethics, 89, 409-422.

Margolss, J. D., & Walsh, J. P. (2003). Misery loves companies: Rethinking social initiatives by business. Administrative Science
Quarterly, 48, 268-305.

McWilliams, A., & Siegel, D. (2000). Corporate social responsibility and financial performance: Correlation or misspecification?
Strategic Management Journal, 21, 603-609.

Moneva, J., Rivera-Lirio, J., & Munoz-Torres, M. (2007). The corporate stakeholder commitment and social and financial
performance. Industrial Management & Data System, 107(1), 84-102.



RELATIONSHIPS OF CORPORATE SOCIAL RESPONSIBILITY 565

Montabon, F., Sroufe, R., & Narasimhan, R. (2007). An examination of corporate reporting, environmental management practices
and firm performance. Journal of Operations Management, 25, 998-1014.

Moskowitz, M. (1972). Choosing socially responsible stocks. Business and Society, 1, 71-75.

Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2003). Corporate social and financial performance: A meta analysis. Organization
Studies, 24(3), 403-441.

Preston, L., & O’Bannon, D. (1997). The corporate-social financial performance relationship. Business and Society, 36(4),
419-429.

Saleh, M., Zulkifli, N., & Muhamad, R. (2011). Looking for evidence of the relationship between corporate social responsibility
and corporate financial performance in an emerging market. Asia-Pacific Journal of Business Administration, 3(2), 165-190.

Sauer, D. A. (1997). The impact of social-responsibility screens on investment performance: Evidence from the Domini 400 social
index and Domini equity mutual fund. Review of Financial Economics, 6(2), 49-137.

Singh, J. (1986). Performance, slack and risk taking in organizational decision making. Academy of Management, 29(3), 562-585.

Stanwick, P. A., & Stanwick, S. D. (1998). The relationship between corporate social performance, and organizational size,
financial performance, and environmental performance: An empirical examination. Journal of Business Ethics, 17(2),
195-204.

Tsoutsoura, M. (2004). Corporate social responsibility and financial performance (Applied financial project, University of
California at Berkeley, 1-21). Retrieved from http://escholarship.org./uc/item/111799

Unsar, A. S., & Alpertonga, H. (2013). Yéneticilerin kurumsal sosyal sorumluluga bakis acilarinin bazi degiskenler yéniinden
degerlendirilmesi: Bir alan ¢aligsmasi. Akademik Bakis Dergisi, 35, 1-14.

Velde, E. V., Vermeir, W., & Corten, F. (2005). Finance and accounting corporate social responsibility and financial performance.
Corporate Governance, 5(3), 129-138.

Waddock, S., & Graves, S. (2007). The corporate social performance-financial performance link. Strategic Management Journal,
18(4), 303-319.



