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INVESTIGATION ON THE INFLUENCE OF CORPORATE SOCIAL
RESPONSIBILITY DIMENSIONS ON BUSINESS PERFORMANCES OF
THE COMPANY

Andelka Stojanovi¢, Sanela Arsié¢, Isidora MiloSevié, SneZana UroSevi¢, lvan Mihajlovi¢

University of Belgrade, Technical Faculty in Bor, Serbia

Abstract: Corporate Social Responsibility (CSR) is becoming an indispensable part of a
sustainable business and the source of the company's competitive advantage. The aim of this
research is to determine the implications of applying the CSR concept to employees and
examine the impact of the conceptual CSR framework dimensions on business performances
of the company. The defined model refers to improving company performance through the
implementation of CSR activities based on five dimensions (environmental, social, economic,
stakeholder and dimension of voluntarism). The survey is based on data of employee attitudes
collected in Russia, Bulgaria and Serbia. A survey questionnaire was used as a data collection
tool. Confirmatory Factor Analysis (CFA) and Structural Equation Modeling (SEM) were
used to obtain and analyze the results. The results show that the awareness of employees
about the realization of CSR activities in the company positively influences their satisfaction
and commitment to the company and therefore the overall business performance of the
company.

Keywords: Dimensions of CSR, employees, employee’s satisfaction, business performances

1. INTRODUCTION

Dramatic changes of business environment in last years have caused some significant
changes in the relation of companies to certain issues. To be socially responsible company
doesn't mean just fulfilling the obligations prescribed by law, yet implies investments in
human capital, environment and improving relationships with all stakeholders [1]. Nowadays,
the primary focus of companies is moved from a profit toward sustainable development. By
incorporating the CSR in business strategy and daily business operation, companies
accomplish numerous benefits through strengthening connections with stakeholders, gaining
better reputation, developing the ability to innovate, etc.

Corporate social responsibility isn't new business practice and the great number of
approaches in research on CSR has been developed [2]. Some of the researchers dealt with the
influence of CSR activities on the certain elements of business while others researchers were
focused on factors that influenced the CSR implementation and results. Significant
contribution in the field of defining CSR concept has been given with Triple Bottom Line
approach [3] which, applied to CSR, addresses three pillars: the environment, the economy,
and the society. Authors have been using this concept for defining various cause-consequence
relations of CSR with other elements in business such as motivation, performances and
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competitive success [4,5,6]. In addition to the aforementioned TBL concept, the concept
presented by Carroll (1979) [7] has been often used, that comprises four responsibilities:
legal, economic, discretionally and ethical, forming the Pyramid of corporate responsibility
[8,9]. This set of responsibilities build the base for considering the nature of company
responsibility. Further researches based on this concept showed the possibility of making a
clear distinction between proposed responsibilities, therefore, it can be a useful instrument for
measuring CSR [10]. By reviewing the literature, the dimensions which have been repeated in
numerous definitions are being spotted: environmental, social, economic, stakeholder and
voluntariness dimension [11,12].

One of the widely accepted CSR concepts is derived from stakeholder theory [8, 13]
where the importance of different groups’ interests, actively or passively connected to
companies’ activities, was emphasized. Stakeholder approach is the key to identifying and
expanding the social role of the company that overcomes financial goals and prescribed norms
[14]. The interest in attitudes of employees comes as consequence of opinion that CSR
increases the loyalty of employees and thus engagement and productivity [15].

The main focus of this paper is a relationship between dimensions of corporate social
responsibility and overall performances of the company as a result of employee satisfaction at
work and dedication to company’s values. The five dimensions of CSR defined by Dahlsrud
(2008) have been used [11]: environmental, economic, social, stakeholder and voluntariness.
As an independent variable, the perception of employees toward CSR activities classified
through dimensions was defined. Dependent variables were the satisfaction of employees that
has been encouraged by CSR activities, and overall performances of the company as a
consequence of the greater dedication of employees to a company. The research carried out
for the purpose of this paper has been related to employees from Russia, Bulgaria and Serbia,
about the mode of implementing corporate social responsibility concept and its results.

2.REVIEW OF RELATED LITERATURE AND DEFINING OF CONCEPTUAL
MODEL

Very important field of CSR research is responsiveness of stakeholders on different
CSR actions. The employees represent significant actors in the company's business, therefore,
their reactions on company's CSR are the crucial aspect of CSR studies.

In the research conducted in Australia, Fortier (2013) proved the strong positive
relationship between CSR perception and job satisfaction among the employees[16].
Accordingly, the better perception of an employee about company's CSR activities increases
the satisfaction the employee feels while performing daily operations. The research carried
out in Pakistan also pointed to positive relationships between the dedication of employees and
level of CSR activities as well as the positive influence of employees' organizational
commitment on organizational performance [17]. Likewise, Brammer et al. (2007) were
researching the connections in organizational commitment and employees perception of CSR,
by using a model based on social identity theory[18]. The same theory was used by Turker
(2009) in research carried out in Turkey which results were very similar to the others[19]. Lee
et al. (2013) were examining how perceived belonging to the culture of the company and CSR
affected on employees commitment and their performances[20]. Corporate culture becomes
the resource for reaching competitive advantage by implementing CSR activities through
which the coherence of employees and company is increased. Company's good CSR
reputation can ensure the low employee fluctuation rate and draw the attention of the potential
quality job seekers. This approach to CSR has roots in stakeholder theory [8] by which the
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company's long-term value is based on knowledge, abilities and commitment of employees as
well as relationships with investors, clients and other stakeholders. The research of Mueller et
al. (2012) referred to the perception of employees toward CSR and organizational
commitment [12]. The survey was cross-cultural, conducted in 17 countries, and results
showed that CSR perception was connected with affective commitment (AC) of an employee.
AC is an emotional response and identification with company's values, and it is much stronger
in culture with a higher level of human orientation, institutional collectivism and orientation
on future than in culture with a low level of previously mentioned strengths. Story and Neves
(2015) investigated how employees were perceiving CSR motives of the company and how
CSR efforts affect employee s' performances[21]. Attention is given to whether the employees
make the difference between intrinsic and extrinsic motivations and impact of that perception
on the performance of employees. Glavas and Kelley (2014) examined the influence of CSR
on employees attitudes based on how companies treated other beyond the organization [22].
The results showed that employees' perception of CSR had been positively connected with
organizational commitment and partially mediated by work meaningfulness and perceived
organizational support.

2.1. DIMENSIONS OF CSR

Review of corporate social responsibility can be done through a certain number of
interconnected dimensions that can create the solid base for defining company’s attitudes
toward the most important issues of the society and surrounding [6].

Significant global aspects of environmental care are the gasses emission reduction,
energy efficiency, increasing the productivity while sustainable consumption of resources, yet
these questions are considered on the high international institutional level. Environmental
dimension refers to environmental protection and taking care of natural surrounding while
performing everyday activities [12]. While planning of sustainable business, companies
should take into consideration own share in addressing the environmental issues, in order to
ensure enough resources and energy for present operational activities and at the same time
preventing jeopardizing of the future activities. Some authors have been putting the
environmental concerns in focus of socially responsible behavior and management of the
company [23]. The activities which are to implement, first of all, should be in accordance
with the adopted law, then, the awareness for support to environmental initiatives should be
developed and policies and procedures for decreasing harmful influence created.

The company's attitude towards social vicinity in which operates has a dominant role
in the determination of socially responsible behavior of the company. More appreciated is the
company that is socially responsible and engaged in the local environment in a transparent
manner [24]. Ansoff pointed that social dimension of CSR should reflect the interaction of the
company with vicinity at all levels of strategic decision making [25]. By doing business in
this way, companies should improve the social legitimacy of their work and deal with new
challenges which refer: defining the role of the company in the society, new attitudes of
consumers toward companies, new dimensions of social control [26] thereby affecting
forming the attitudes of company's stakeholders toward strategic management [1]. Lim and
Greenwood (2017) suggest social reporting, labor practice indicators, human capital
development, talent attraction and retention, corporate citizenship and philanthropy as general
indicators under the social dimension [27].
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The economic aspect of CSR, among scientists, had been neglected for a long time
when it comes to corporate social responsibility [28]. The economic responsibility of the
company, as an aspect, has been developed contrary to theorists who oppose CSR concept
[29]. It is presupposed that financial implications aren't the only matter of concerns of
companies, already the direct and indirect influence the company accomplishes in the
surrounding is been taking into account. As long as companies invest in CSR activities under
the assumption of future profitability or competitive success, they fulfill both an economic
and social role. For economic dimension Lim and Greenwood (2017) proposed corporate
governance, risk and crisis management, and codes of conduct, compliance, corruption and
bribery as general indicators [27].

Voluntarily directing interests of the company on people, planet and profit [30] draw
attention to the stakeholders. Paying attention to all stakeholders doesn’t just help the
company to improve business performance and create greater value yet shows its moral values
and business culture. The questions of choices between potential damage and benefit of
certain groups, the resolution the conflicted interests of stakeholders, and harmonization of
relationships between interested sides need to be considered [14].

The essence of CSR concept is voluntariness because of all company's activities
connected to aforementioned dimensions should be implemented on the voluntary basis and
beyond the fulfillment of obligatory level prescribed by the norms. Employee volunteerism is
a common way of practicing of corporate social responsibility that is used by a company to
strength employee affiliation to a company and, on the other hand, to improve corporate
reputations and connections with other stakeholders. Companies include in business strategies
support to involving of employees in CSR activities as the opportunity to connect internal and
external efforts of the company [31, 32].

In this research the perception of employees toward five dimensions of CSR evaluated
through the importance of CSR activities was used. The dependent variable was the
employee's satisfaction on the job. Taking into consideration the results of previous
researches and estimated importance of CSR dimensions, the following hypothesis is defined:

Hypothesis H1. Employees’ satisfaction at work and their commitment are positively
related to perceived CSR activities within CSR dimensions.

2.2. SATISFACTION OF EMPLOYEES

The satisfaction of employees is linked to various elements of the work environment
that relate to social relationships, work atmosphere, personal affinities and job conditions.
Especially in Western economies, job security is not guaranteed by work contracts, but
continuous evaluation of employee performance is carried out, and partly employees are held
responsible for their careers and development. Loyalty to a company is not implied, therefore,
both employee and the employer have the responsibility to create a win-win relationship in
which the values of people and companies will be in the same direction. CSR is a manner for
influencing employees perception and in this way, creates a greater impact on the
performance of the company [16].

It is very important to study how employees perceive the importance and
implementation of CSR because on the basis of employee attitudes about the company the
relationships in the workplace and attitudes towards work, loyalty and behavior, are being
created. Organizational commitment arises from the fulfillment of employees expectation
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concerning acting of the company in different areas. If the needs for learning and possibilities
for career progression are fulfilled [18], if employees' abilities are enhanced and adequate
utilized, and if all efforts are properly rewarded, employees feel fulfillment, completely
dedicate themselves to work, and thus the organizational commitment is being significantly
increased [19]. The large part of working climate comes from CSR [33], therefore, through
CSR activities working surrounding should be made safe in a physical and psychological
sense. The attitudes about organizational support to employees are the consequences of the
manner the company contribute to wellbeing and development of employees. Demonstrated
organizational justice contributes to the perception of righteousness [20], equality and a fair
distribution of resources [22].

Interest in social engagement of companies and participation in socially responsible
activities that concerns others issues eg. social and environmental also affects a sense of
belonging and identification which develops among employees. A significant element in
connecting an employee with company represent values company promote through CSR
activities. In order to identify employees with company's values, it is necessary that those are
aligned with their personal ethical attitudes. Employees are proud of companies that are
making efforts to build positive relationships with the environment and thus build a business
reputation that is considered prestigious in society [20].

Affiliation with the organizational social group and identification of employees with
company values can influence the building of the identity of employees as socially
responsible members of the community [19]. For the above mentioned reasons, companies
have the interest of ensuring the loyalty of their employees, involving employees in the efforts
of the organization and building a unique identity. Through the positive influence on the
employees, the positive influence of the company on the entire social community is being
made [34, 35, 6].

By applying CSR, the company affects the performance of its business through
employee satisfaction and the identification with the values of the company and,
consequently, the more intense engagement, thus the following hypothesis can be defined:

Hypotesis H2. Business performances of the company are positively related to
satisfaction and engagement of employees at work.

2.3. BUSINESS PERFORMANCE

The importance of understanding established relations between employees and CSR
efforts of the company is subject of many articles. Authors Yu and Choi (2016) assumed and
tried to prove the hypothesis that CSR activities represent mediators among companies and
employees” commitment to the company[36]. Likewise, it is assumed that greater dedication
and loyalty of worker reflects on their personal performance and consequently on the overall
performance of the company. Findings of those researchers pointed positive connections
between employees attitudes and companies results. Lindgreen et al. (2009), who explored
CSR activities in the fields of ecology and philanthropy, also confirmed a positive impact on
the company's performance [37]. Peters and Mullen (2009) have investigated the relationship
between the company's financial performance and CSR and concluded that, over time, the
financial performance of companies that implement CSR is getting better [38].

In addition to financial results, a significant role in measuring the success of the
business is been played by non-financial performance. The competitive advantage of the
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company is reflected through [39]: increasing sales and market share, strengthening brand
positions, strengthening corporate image and impact, strengthening the company's ability to
attract and retain a qualified workforce and reduce operating costs. By developing
connections between the employees and the organization, the perception of the overall
performances of the company has been positively influenced [20] because the fact that
employees belong to a company that is socially responsible positively affects the attitudes
about their job.

Based on the stated hypothesis H1 and H2, one can define a theoretical model for the
influence of certain parameters of CSR on the business performance of the company, which is
shown in Figure 1. The model shows the indirect influence five dimensions of CSR as well as
direct influence of satisfaction of employees on the business performance.

Business
Performance

Satisfaction of

CSR Dimensions
Employees

Figure 1. Conceptual model of the impact of CSR dimensions on business performance of
companies

3.METHODOLOGY

The target population for this research were employees working in different
companies in Russia , Bulgaria and Serbia, where research was conducted from December
2016 to March 2018. The tested sample is heterogeneous and includes a very similar number
of employees from each country, employees in private and state-owned companies, different
industrial sectors and level of education of respondents.

The questionnaire used in the research fundamentally consists of three groups of
questions. The first group of questions refers to the general knowledge and significance of the
CSR concept. The second group of questions in the questionnaire is focused on the
knowledge of CSR dimensions (environmental, economic, social, dimensions of stakeholders
and volunteerism), their importance for the business, and how much employees are familiar
with the activities related to these dimensions. The third group of questions is related to the
demographic characteristics of the respondents and the companies in which they work
(gender, education, time of engagement in the company, workplace, size of the company,
number of employees, industry sector, etc.).

The advantage of using a questionnaire, from the formal point of view, is that it
ensures anonymity and confidentiality of data, as well as complete standardization of the
collected data. The survey covered a total of 467 respondents which correctly filled out the
questionnaire.

For the analysis of the obtained results presented in the paper the software package
SPSS v.17 was used, and for the analysis of the measurement and structural model, the
structural equation model (SEM) and software package LISREL v.8.0 were used [40].

3.1. THE DEMOGRAPHIC CHARACTERISTICS OF THE SAMPLE
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In Table 1 the data that enable acquisition of an image of the sample structure in the
studied countries are presented.

Table 1. The demographic characteristics of the sample

Variables Category Percentage (%)
Country Russia 36.19
Bulgaria 24.41
Serbia 39.40
Age 18-25 18.6
26-35 41.8
36-45 19.5
46-55 17.8
55-65 1.3
Over 65 11
Gender Male 38.5
Female 61.5
Level of education High school diploma and under diploma 71
Diploma of the VVocational Education 39.8
BSc 26.1
MSc 18.2
PhD 4.3
Other 45
Position in the company Worker 61.0
Headworker 28.5
Supervisor 10.5
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4. ANALYSIS OF THE RESULTS

Measurement model is estimated by using confirmatory factor analysis (CFA). The
analysis of the measurement model has resulted in the indices of the fitting model
(¥*/df=2.599, CFI=0.98, IFI=0.98, NFI=0.96, RMR=0.064, RMSEA=0.059), which are in
accordance with the recommended, that is, with values that indicate good model fitting. The
obtained results of the indices of the fitting model were presented in Table 2 and Figure 2.

Table 2. Fit indices for the measurement model
7/df | RMSEA | RMR | CFI NFI | NNFI | IFI RFlI | GFI

%°=517.28 df=199
2.599 | 0.059 | 0.064 | 0.98 | 0.96 | 0.97 | 0.98 | 0.96 | 0.91
(p<0.05)

Accepted fit <3 <008 |<010|>090|>090|>0.90|>0.90|>0.90|>0.90

[

A

M R D R P e K R O
lt'v!trrrvtgttt

Y

Slika 2. Measurement model

Based on confirmatory factor analysis, discriminant and convergent validity were
tested. All load factor indicators are higher than 0.50, as shown in Table 3, their structures are
statistically significant (p <0.01), indicating that the convergent validity was achieved [41],
I.e. that the indicators used in this study adequately represent concepts to which they refer.
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Table 3. Assessment of convergent validity

Construct Standardized Critical Average Discriminant
Regression ratio Variance Validity
Weights t- Extracted

value (AVE)
CSR 0.55-0.83 12.01 0.514 0.717
Dimensions -

19.47
Satisfaction 0.55-0.78 12.12 0.437 0.661
of -
Employees 19.22
Business 0.62-0.80 14.12 0.516 0.718
Performance -

20.00

The coefficient of internal consistency Cronbach a [42,43] also indicates the reliability
of measurment scales. All values for all groups are shown in Table 4.

Table 4. Internal consistency group of statements

Construct n Mean Variance Cronbach’s
alpha

CSR Dimensions 5 3.381 1.688 0.842

Satisfaction of 10 3.896 1.203 0.885

Employees

Business Performance 7 3.690 1.481 0.877

Total 3.714 1.402 0.914

Before testing the structural model, it is necessary to define the correlation model
(Table 5), which establishes correlational connections among defined groups of questions, in
order to confirm that the 22 measurable variables reflect the 3 latent variables in a reliable
manner.

Table 5. Correlation Matrix and Discriminant Validity

Construct CSR Dimensions Satisfaction of Business
Employees Performance

CSR Dimensions 0.717

Satisfaction of Employees 0.745 0.661

Business Performance 0.758 0.817 0.718

The bold numbers on the diagonal in Table 5 represent the square root of the AVE,
while the off-diagonal elements represent the correlation. Correlation is significant at the 0.01
level.

Given the satisfactory parameters structural models fitting and the conditions of
validity of the concepts met, in the next phase, the structural analysis was conducted. In
Figure 3 a structural model is shown.
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Figure 3. Structural model

Evaluation of structural model indicated a satisfactory indexes model fitting (Table 6),
all load factors and chi-square goodness-of-fit statistics of the structural model ¥ = 545.73, df
=199, »*/df = 2.74, have statistical significance (p<0.000).

Table 6. Fit indices for the structural model
21df | RMSEA | RMR | CFI NFI | NNFI | [IFI RFI | GFI

%°=517.28 df=199
2.739 | 0061 | 0.087 | 097 | 096 | 097 | 097 | 095 | 0.90
(p<0.05)

Accepted fit <3 <0.08 [<0.10|>090|>090|>090|>0.90|>0.90|>0.9

After that, followed testing of structural relations between concepts. The findings,
presented in Table 7, are showing a statistically significant influence of CSR dimensions on
employee satisfaction ($=0.53, t=9.57, p<0.01), thus confirming the hypothesis H1.
Realization of the CSR activities within dimensions causes a positive impact on the
satisfaction of the employees, who were the target group in the research. The research results
show the motivation of employees as an important determinant of perceived value, which has
direct and also the most significant influence on business performance (f=0.51, t=8.88,
p<0.01), thus confirming the hypothesis H2.

Table 7. Path Coefficients and t-Values of the Hypothesis

The relationship Standardized Critical ratio Casual
or path regression or (t-value) relations
coefficient
(H1) CSR - SAT 0.53 9.57 R1: yes
(H2) SAT - BP 0.51 8.88 R1:yes

(a) significance at the level of 99%
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5. CONCLUDING REMARKS

Results of the path analysis show that both hypotheses have been confirmed.
Corporate socially responsible business is a business practice applied by more and more
modern companies in order to gain a competitive advantage on the market. For companies
that operate socially responsible is not enough just to develop and implement specific
activities, but also to spread and promote achieved results [45], in order to make a
transparency of mission of corporate social responsibility. Through the proposed model the
impact of five dimensions of corporate social responsibility on the satisfaction of employees
has been examined. Employees are the driving force of any organization. For this reason, each
company's management should introduce the employees to the concept of CSR and involve
them in the implementation of these activities. The obtained results show that the
implementations of the activities within the most important CSR dimensions have a very
favorable influence on the satisfaction of employees and thus contribute to the business
performance of the company. Through this business practice, companies reduce all the
harmful activities that their business has on the community and strive to provide more value
to society, showing concern for the benefit of the entire community [46]. Due to rapid social
changes, globalization, information flows and increased transparency, CSR will become an
even more important factor in connecting companies and surrounding.
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