
VOLUME NO. 1 (2011), ISSUE NO. 6 (NOVEMBER) ISSN 2231-5756 

  
 

IIINNNTTTEEERRRNNNAAATTTIIIOOONNNAAALLL   JJJOOOUUURRRNNNAAALLL   OOOFFF   RRREEESSSEEEAAARRRCCCHHH   IIINNN   CCCOOOMMMMMMEEERRRCCCEEE,,,   IIITTT   AAANNNDDD   MMMAAANNNAAAGGGEEEMMMEEENNNTTT   

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at: Ulrich's Periodicals Directory ©, ProQuest, U.S.A., Index Copernicus Publishers Panel, Poland, Open J-Gage, India  
as well as in Cabell’s Directories of Publishing Opportunities, U.S.A. 

Circulated all over the world & Google has verified that scholars of more than Hundred & Fifteen countries/territories are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

www.ijrcm.org.in 

CCCCONTENTSONTENTSONTENTSONTENTS    
    

Sr. 

No. 
TITLE & NAME OF THE AUTHOR (S) Page 

No. 

1. A POLICY FRAMEWORK FOR MANAGING DIVERSITY IN THE DEPARTMENT OF THE PREMIER OF THE WESTERN CAPE PROVINCIAL 

GOVERNMENT 

DESMOND VAN DER WESTHUIZEN, DR. SHAUN PEKEUR & MOHAMED SAYEED BAYAT 

1 

2. OPPORTUNITIES OF TOURISM SECTOR IN BANGLADESH 

MD. ZAHIR UDDIN ARIF, MD. NAZRUL ISLAM & MD. SHAFIQUL ISLAM 
10 

3. AN EMPIRICAL BIVARIATE CASE STUDY ON ASSOCIATIONS BETWEEN SELECT FACTORS CONCERNING POST GRADUATE STUDENTS AND 

THEIR ACADEMIC PERFORMANCE 

NIRAJ MISHRA & PREETI SHRIVASTAVA 

18 

4. A STUDY ON THE RELATIONSHIP BETWEEN CORPORATE FINANCIAL PERFORMANCE AND CORPORATE SOCIAL RESPONSIBILITY (CSR) 

ALIYAR MOHAMED SHEHAM & DR. ATHAMBAWA JAHFER 
25 

5. FACTORS RELATED TO THE PERFORMANCE OF LOW COST ELECTRONIC PRODUCTS IN BANGLADESH 

MD. RIFAYAT ISLAM 
32 

6. EMPLOYEE SATISFACTION: A CASE STUDY OF A LEADING MULTINATIONAL TELECOMMUNICATION COMPANY IN BANGLADESH 

DR. TAIMUR SHARIF & SELINA AKTER 
36 

7. EFFECT OF FAMILY CONTROL AND INTERNAL AUDITOR ON ACCURAL ITEMS OF OPERATIONAL ACCOUNTING (GIULI AND HIN 

CCONSERVATIVE MODEL) 

MOHAMADREZA ABDOLI 

45 

8. THE EFFECT OF INTELLECTUAL CAPITAL ON THE ORGANIZATIONAL PERFORMANCE 

DR. AMIR HOSSEIN AMIRKHANI, SAYD MEHDI VEISEH, MEYSAM ERTEGHAEI & HAMIDEH SHEKARI 
49 

9. TEACHER STRESS: THE SOURCES OF TEACHER STRESS AND THEIR CONSEQUENCES 

RABIA MUSHTAQ 
54 

10. RETAILING IN INDIA: OPPORTUNITIES & CHALLENGES 

ANIL KUMAR .S. HAGARGI & DR. RAJNALKAR LAXMAN 
60 

11. GROWTH AND SUSTAINABILITY OF INDIAN BANKING SECTOR 

DR. M. L. GUPTA & DR. REKHA GARG 
64 

12. A STUDY ON LOCUS OF CONTROL OF EMPLOYEES IN TEXTILE COMPANIES AT SALEM DISTRICT, TAMILNADU 

M. GURUSAMY, A. VELSAMY & DR. N. RAJASEKAR 
67 

13. ORGANIZATIONAL EFFECTIVENESS AND SERVICE EFFICIENCY: A COMPARATIVE STUDY SELECT INDIAN BANKS 

DR. ASHOK AIMA & NAVEEDA SEHER 
73 

14. EMPLOYEE WELFARE ACTIVITIES WITH RESPECTIVE MEASURES IN INDUSTRIAL SECTOR - A STUDY ON INDUSTRIAL CLUSTER AT CHITTOR 

DISTRICT 

DR. P. VENUGOPAL, T. BHASKAR & P. USHA 

78 

15. MOTIVATORS AND INHIBITORS OF ONLINE SHOPPING IN HYDERABAD 

MOHD LAYAQ AHAMAD & SHAIKH MOHD ZAFAR 
84 

16. A STUDY ABOUT HEALTH PROBLEMS OF EMPLOYEES WORKING IN IT AND ITES INDUSTRY IN THE ASPECTS OF ERGONOMICS 

DR. C. S. RAMANI GOPAL & DR. G. PALANIAPPAN 
88 

17. A STUDY ON THE USAGE OF KNOWLEDGE MANAGEMENT PRACTICE IN AVASARALA TECHNOLOGIES LIMITED (ATL) 

A. MANI MARAN, S. SUNDARAMURTHY REDDY & P. SELVA KUMAR 
94 

18. OUTSOURCING OF HR SERVICES AT ITC MAURYA SHERATON HOTEL & TOWERS 

RISHI DOGRA & COL K. S. MADAAN 
101 

19. ANALYTICAL STUDY OF ICT SERVICES AND SKILLS IN THE MODERN EDUCATION SYSTEM 

DHANANJAY MANDLIK, MADHUWANTI SATHE & DR. PARAG KALKAR 
106 

20. A COMPARATIVE STUDY OF ORGANISATIONAL CLIMATE: INDIAN MULTINATIONAL COMPANIES IT EXECUTIVES VS. FOREIGN 

MULTINATIONALS COMPANIES IT EXECUTIVES 

ANURAG SINGH 

110 

21. FAMILY VS. WORK CONFLICT AMONG WORKING WOMEN IN INDIA WITH SPECIAL REFERENCE TO IT, EDUCATION AND BANKING SECTOR 

A. VANITHA & DR. S. MEENAKUMARI 
113 

22. BANKING PROFESSIONALS AND ATTITUDINAL DIMENSION OF JOB SATISFACTION: A DESCRIPTIVE STUDY 

S.M. SHARIQ ABBAS 
119 

23. USE OF ICT IN LEARNING OF ENGLISH PRONUNCIATION, GRAMMAR AND VOCABULARY OF SECONDARY SCHOOL STUDENTS 

RANJIT SINGH 
125 

24. MANAGING CONFLICT THROUGH CONFRONTATION: AN OD INTERVENTION 

DR. ARPITA SARANGI 
131 

25. SPONSORSHIP IN CULTURAL AFFAIRS: A NEW ARENA 

TRINANKUR DEY 
135 

 REQUEST FOR FEEDBACK 138 



VOLUME NO. 1 (2011), ISSUE NO. 6 (NOVEMBER) ISSN 2231-5756 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

ii 

CHIEF PATRONCHIEF PATRONCHIEF PATRONCHIEF PATRON 
PROF. K. K. AGGARWAL 

Chancellor, Lingaya’s University, Delhi 

Founder Vice-Chancellor, Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

    

PATRONPATRONPATRONPATRON    
SH. RAM BHAJAN AGGARWAL 

Ex. State Minister for Home & Tourism, Government of Haryana 

Vice-President, Dadri Education Society, Charkhi Dadri 

President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

    

COCOCOCO----ORDINATORORDINATORORDINATORORDINATOR 
AMITA 

Faculty, E.C.C., Safidon, Jind 
    

ADVISORSADVISORSADVISORSADVISORS 
PROF. M. S. SENAM RAJU 

Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 

Principal (Retd.), Maharaja Agrasen College, Jagadhri 

    

EDITOREDITOREDITOREDITOR 
PROF. R. K. SHARMA 

Dean (Academics), Tecnia Institute of Advanced Studies, Delhi 

    

COCOCOCO----EDITOREDITOREDITOREDITOR 
DR. BHAVET 

Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

    

EDITORIAL ADVIEDITORIAL ADVIEDITORIAL ADVIEDITORIAL ADVISORY BOARDSORY BOARDSORY BOARDSORY BOARD    
DR. AMBIKA ZUTSHI 

Faculty, School of Management & Marketing, Deakin University, Australia 

DR. VIVEK NATRAJAN 
Faculty, Lomar University, U.S.A. 

DR. RAJESH MODI 
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

PROF. SANJIV MITTAL 
University School of Management Studies, Guru Gobind Singh I. P. University, Delhi 

PROF. ANIL K. SAINI 
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi 

DR. KULBHUSHAN CHANDEL 
Reader, Himachal Pradesh University, Shimla 

DR. TEJINDER SHARMA 
Reader, Kurukshetra University, Kurukshetra 



VOLUME NO. 1 (2011), ISSUE NO. 6 (NOVEMBER) ISSN 2231-5756 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

iii 

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P. J. L. N. Government College, Faridabad 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Government F. G. College Chitguppa, Bidar, Karnataka 

MOHITA 
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

    

ASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORS 
PROF. NAWAB ALI KHAN 

Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. ABHAY BANSAL 
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida 

PROF. A. SURYANARAYANA 
Department of Business Management, Osmania University, Hyderabad 

DR. ASHOK KUMAR 
Head, Department of Electronics, D. A. V. College (Lahore), Ambala City 

DR. SAMBHAV GARG 
Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

DR. V. SELVAM 
Divisional Leader – Commerce SSL, VIT University, Vellore 

DR. PARDEEP AHLAWAT 
Reader, Institute of Management Studies & Research, Maharshi Dayanand University, Rohtak 

S. TABASSUM SULTANA 

Asst. Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad 

SURJEET SINGH 
Asst. Professor, Department of Computer Science, G. M. N. (P.G.) College, Ambala Cantt. 

    

TECHNICAL ADVISORTECHNICAL ADVISORTECHNICAL ADVISORTECHNICAL ADVISOR    
AMITA 

Faculty, E.C.C., Safidon, Jind 

MOHITA 
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

    

FINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORS    
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

    

LEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORS    
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 

Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 
    

SUPERINTENDENTSUPERINTENDENTSUPERINTENDENTSUPERINTENDENT    
SURENDER KUMAR POONIA 



VOLUME NO. 1 (2011), ISSUE NO. 6 (NOVEMBER) ISSN 2231-5756 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

iv 

CALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTS    

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in 

the area of Computer, Business, Finance, Marketing, Human Resource Management, General Management, Banking, Insurance, 

Corporate Governance and emerging paradigms in allied subjects like Accounting Education; Accounting Information Systems; 

Accounting Theory & Practice; Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; 

Econometrics; Economic Development; Economic History; Financial Institutions & Markets; Financial Services; Fiscal Policy; 

Government & Non Profit Accounting; Industrial Organization; International Economics & Trade; International Finance; Macro 

Economics; Micro Economics; Monetary Policy; Portfolio & Security Analysis; Public Policy Economics; Real Estate; Regional 

Economics; Tax Accounting; Advertising & Promotion Management; Business Education; Business Information Systems (MIS); 

Business Law, Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care 

Administration; Labor Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-

Profit Organizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; 

Organizational Development; Production/Operations; Public Administration; Purchasing/Materials Management; Retailing; 

Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism, 

Hospitality & Leisure; Transportation/Physical Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer 

Aided Design (CAD); Computer Aided Manufacturing; Computer Graphics; Computer Organization & Architecture; Database 

Structures & Systems; Digital Logic; Discrete Structures; Internet; Management Information Systems; Modeling & Simulation; 

Multimedia; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; 

Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic and Web Design. The above mentioned tracks 

are only indicative, and not exhaustive. 

Anybody can submit the soft copy of his/her manuscript anytime in M.S. Word format after preparing the same as per our 

submission guidelines duly available on our website under the heading guidelines for submission, at the email addresses: 

infoijrcm@gmail.com or info@ijrcm.org.in. 

GUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPT    

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

THE EDITOR 

IJRCM 

 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF                                                                                                                .                            

(e.g. Computer/IT/Finance/Marketing/HRM/General Management/other, please specify). 

 

DEAR SIR/MADAM 

 

Please find my submission of manuscript titled ‘___________________________________________’ for possible publication in your journal. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, 

nor is it under review for publication anywhere. 

I affirm that all author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s). 

Also, if our/my manuscript is accepted, I/We agree to comply with the formalities as given on the website of journal & you are free to publish our 

contribution to any of your journals. 

 

NAME OF CORRESPONDING AUTHOR: 

Designation: 

Affiliation with full address & Pin Code: 



VOLUME NO. 1 (2011), ISSUE NO. 6 (NOVEMBER) ISSN 2231-5756 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

v 

Residential address with Pin Code: 

Mobile Number (s): 

Landline Number (s):  

E-mail Address: 

Alternate E-mail Address: 

 

2. INTRODUCTION: Manuscript must be in British English prepared on a standard A4 size paper setting. It must be prepared on a single space and single 

column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of 

the every page. 

3. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised. 

4. AUTHOR NAME(S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email 

address should be in italic & 11-point Calibri Font. It must be centered underneath the title. 

5. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, 

methods, results & conclusion in a single para. 

6. KEYWORDS: Abstract must be followed by list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated 

by commas and full stops at the end. 

7. HEADINGS: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before 

each heading. 

8. SUB-HEADINGS: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.  

9. MAIN TEXT: The main text should be in a 8 point Calibri Font, single spaced and justified. 

10. FIGURES &TABLES: These should be simple, centered, separately numbered & self explained, and titles must be above the tables/figures. Sources of 

data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text. 

11. EQUATIONS: These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right. 

12. REFERENCES: The list of all references should be alphabetically arranged. It must be single spaced, and at the end of the manuscript. The author (s) 

should mention only the actually utilised references in the preparation of manuscript and they are supposed to follow Harvard Style of Referencing. 

The author (s) are supposed to follow the references as per following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, 

working papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parentheses.  

• The location of endnotes within the text should be indicated by superscript numbers. 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio," Ohio State University.  

CONTRIBUTIONS TO BOOKS  

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David 

Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES  

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban 

Economics, Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS  

• Garg Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New 

Delhi, India, 19–22 June. 

UNPUBLISHED DISSERTATIONS AND THESES  

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES  

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed.  

WEBSITE  

• Garg, Bhavet (2011): Towards a New Natural Gas Policy, Economic and Political Weekly, Viewed on July 05, 2011 http://epw.in/user/viewabstract.jsp



VOLUME NO. 1 (2011), ISSUE NO. 6 (NOVEMBER) ISSN 2231-5756 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

25 

A STUDY ON THE RELATIONSHIP BETWEEN CORPORATE FINANCIAL PERFORMANCE AND CORPORATE 

SOCIAL RESPONSIBILITY (CSR) 
 

ALIYAR MOHAMED SHEHAM 

LECTURER 

SRI LANKA INSTITUTE OF ADVANCED TECHNOLOGICAL EDUCATION 

BATTICOLO, SRI LANKA 

 

DR. ATHAMBAWA JAHFER 

SR. LECTURER & HEAD OF DEPARTMENT 

DEPARTMENT OF ACCOUNTANCY & FINANCE 

FACULTY OF MANAGEMENT AND COMMERCE 

SOUTH EASTERN UNIVERSITY OF SRI LANKA 

OLUVIL, SRI LANKA 

 

ABSTRACT 
As responsible corporate citizens, all businesses should contribute to social development of the country. However, from a business perspective, the shareholders 

of a company are interested in the return for their investment. They would prefer to have a quantifiable method to know the exact impact of the investment on 

CSR on company profitability. If there are no proper information on the benefits of CSR, it is difficult to persuade the corporate to pump in scarce resources to CSR 

initiatives, which otherwise could have been used to generate definite benefits. This research attempted to fill this gap by developing a set of data on the financial 

benefits of CSR initiatives. A questionnaire-based survey was carried out among the listed companies in the Colombo Stock Exchange. On average the companies 

spend about 6.6% of their turnover on CSR related activities, including training, research and community work. In the case of relationships between CSR activities 

and financial performance, only in employee relations and customer/supplier relations show significant positive correlations with financial performance. In 

addition to these two, community relations also show a significant positive correlation with perceived benefits of CSR. Community relations and environment is 

not significantly correlated with any of the financial indices. 

 

KEYWORDS 
Corporate Social Responsibility, Return on equity, Return on assets, Return on sales. 

 

INTRODUCTION 
thics is fundamental to any business relationship, whether it is meeting consumer expectations with honesty and integrity or dealing with employees or 

suppliers. Even though there are laws governing some of these areas, it just makes business sense to be ethical. Philanthropy came about in the spirit of 

sharing wealth with the community with the intent of doing something for the greater good of humanity. Many organizations shaped their policies and 

practices for labour and welfare as well as how they supported the community in this manner. These were embedded in the way business was run and become a 

way of life. 

Corporate Social Responsibility (CSR), as a business philosophy evolved out of this practice. As a result, CSR has come to be recognized as both a framework to 

enhance understanding of the role of business in society and as an area of practice in its own right. The philosophy of CSR has three supporting pillars: moral – 

doing the right thing, social – community integration and economic – long term survival. Becoming a socially responsible corporate requires a well balanced 

approach. It has to be embedded into the strategic direction of the business, but also business benefits, in the short or the long term. Ultimately, it has to 

strengthen society and benefits the environment, as that provides the bedrock for humanity’s survival.  

In the 19
th

 century, Jamsetji Tata, the founder of the Tata Group in India pioneered the concept of ethical business model of corporate responsibility. Tata 

combined industrial innovation with worker welfare. In the early 1900s Tata cut the work day to eight hours, introduced health and safety measures, offered 

free medical services to its employees, launched a pension fund and stuck to this social contract even during hard times. Over the years, CSR evolved through 

different models based on the situation and the circumstances of the time. The evolution has happened through the ethical, state led and neo-liberal and 

stakeholder model, which is prevalent today.  

Even though some of the social responsibility initiatives can be implemented with a low cost, most of them require substantial investment. The shareholders will 

be very much interested to know what the benefit they are getting in terms of return for capital with expenditure on CSR activities. Unless it generates some 

positive outcomes in terms of the profitability of the company, the shareholders would not want the expenses to be incurred. As a result, reporting on the CSR 

activities have become a part of the annual report of most of the companies. The companies are looking for better and more productive CSR projects and are 

moving towards having separate departments to coordinate CSR projects. According to Margolis and Walsh (2001), one hundred twenty-two published studies 

between 1971 and 2001 empirically examined the relationship between corporate social responsibility and financial performance. The first study was published 

by Narver in 1971. Empirical studies of the relationship between CSR and financial performance comprises essentially two types. The first uses the event study 

methodology to assess the short-run financial impact (abnormal returns) when firms engage in either socially responsible or irresponsible acts. The results of 

these studies have been mixed. Wright and Ferris (1997) discovered a negative relationship; Posnikoff (1997) reported a positive relationship, while Welch and 

Wazzan (1999) found no relationship between CSR and financial performance. Other studies, discussed in McWilliams and Siegel (1997), are similarly 

inconsistent concerning the relationship between CSR and short run financial returns. The second type of study examines the relationship between  some 

measure of corporate social performance (CSP) and measures of long term financial performance, by using accounting or financial measures of profitability. The 

studies that explore the relationship between social responsibility and accounting-based performance measures have also produced mixed results. Cochran and 

Wood (1984) located a positive correlation between social responsibility and accounting performance after controlling for the age of assets. Aupperle, Carroll, 

and Hatfield (1985) detected no significant relation between CSP and a firm’s risk adjusted return on assets. In contrast, Waddock and Graves (1997) found 

significant positive relationships between an index of CSP and performance measures, such as ROA in the following year.  

Studies using measures of return based on the stock market also indicate diverse results. Vance (1975) refutes previous research by Moskowitz by extending the 

time period for analysis from 6 months to 3 years, thereby producing results which contradict Moskowitz and which indicate a negative CSP/CFP relationship. 

However, Alexander and Buchholz (1978) improved on Vance’s analysis by evaluating stock market performance of an identical group of stocks on a risk adjusted 

basis, yielding an inconclusive result. 

Griffin and Mahon (1997) provide a review of the empirical research performed between CSP / CEP and CFP for the time period, 1972 to 1994 and concluded 

that no definitive consensus exists on the empirical CSP/CEP-CFP link. However, they added that the largest number of researchers had found a positive 

relationship. This is in accordance with the findings of Ullmann (1985) and Pava. Roman, Hayibor and Agle (1999) reviewed the work of Griffin and Mahon (1997) 

E
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and found that it had overstated the number of past studies that indicated a negative CSP-CFP link. This, because Griffin and Mahon (1997) had erroneously 

classified some results as negative results and because flawed investigations, which had found a negative CSP-CFP link, were included in the review. Wagner 

(2001) provides a review of the research performed concerning the link between CEP-CFP from year 1972 to 2000. He concluded that previous empirical 

research is inconclusive. 

Shareholders are interested in the return for their investment. They would prefer to have a quantifiable method to know the exact impact of the investment on 

CSR on company profitability. However, no proper information on the benefits of CSR is available, and is almost non-existent for the Sri Lankan context. 

Therefore, this research focuses on financial benefits to the organizations by investing on CSR activities. With the end of the decade-long civil war, the attention 

is shifting to post-war economic activities. Broadly, CSR can contribute to the positive impact of business on peace in two ways: in core business operations 

(through fair hiring practices, anti-corruption measures and ethical supply chains); and in their social investment activities (by addressing the root causes of 

conflict). It is unrealistic to expect companies to engage in something as sensitive as peace building if they have not already adopted socially responsible 

business practices: assuming responsibility for the impact of their operations and the wider challenges facing their communities brings trust among other 

stakeholders that any company involvement in an issue that is traditionally seen as falling outside its mandate has a clear value-added.  

As highlighted above, not having sufficient information on the actual benefits of CSR on the financial performance of businesses hinders the investment on CSR 

initiatives. By providing substantial evidence that there is a positive relationship between social performance and financial performance, this research will be 

able to contribute to the expansion of CSR investments by corporate. Hence, the objective of this research is to ascertain the association between Corporate 

Social Responsibility and financial performance in Sri Lanka. 

 

LITERATURE REVIEW 
According to one of the most frequently cited definitions, CSR is a concept whereby companies integrate social and environmental concerns in their business 

operations and in their interaction with their stakeholders on a voluntary basis (Commission of European Communities, 2001). In reality, the distinction between 

companies’ voluntary and mandatory action is sometimes blurred in the developing world. As Graham and Woods (2006) point out, voluntary initiatives may 

have mandatory aspects and national regulatory frameworks may incorporate the use of voluntary instruments.  

It is not surprising that authors present contradicting pictures of what is CSR. After all, even if the same term, CSR, is used, it does not necessarily mean that the 

discussion is about the same concept. As an example, based on his review of nine empirical studies, Frooman (1994) concluded that the stock market penalizes 

firms’ socially irresponsible behaviour. Five of these nine studies looked at the market’s reaction following product recalls. Frooman assumed that product recall 

is a sign of social irresponsibility and in each case, the share-prices dropped after the recall. But it can also be argued that recalling products is an evidence of a 

socially responsible behaviour, because socially irresponsible firms will not recall their products. If this is the case, then Frooman’s study actually proved that 

socially responsible action (i.e. product recall) are punished by the market! Another case reviewed by Frooman was market reaction towards an airplane crash. 

But how can an airplane crash become a sign of corporate irresponsibility? It may be an accident, or carelessness of the pilot or mechanical failure. But surely it 

is not corporate irresponsibility. Frooman has clearly missed the fact that CSR is exemplified by a company’s reaction to an event or its actions in general, not by 

how the market react to actions taken by the company. Arguably, the lack of a consensus on what is CSR has led Frooman to measure the wrong indicators of 

social responsibility. 

The confusion about what CSR really is has also contributed to cynicisms towards CSR itself. There were claims that some elements of CSR are actually socialism 

in disguise. Some neoclassical economists claim that CSR is a dangerous concept that threatens the foundations of market economy. In his book, Henderson 

(2004) repeatedly stressed that the primary role of business in the modern world is as an agent of economic progress and to pursue profitability. To Henderson, 

CSR is a ‘radically new model of corporate behaviour’ that seeks to change the way the market operates by forcing corporations to give unnecessary attention to 

public welfare. 

In forming the conceptual framework and hypotheses, it is evident that there are two issues to address in the relationship between CSR and financial 

performance: (1) the sign of the relationship, and (2) the direction of causation. The sign of the relationship may indicate negative, neutral or positive linkages 

between CSR and financial performance. Separately, it is possible that changes in CSR influence financial performance, or the opposite, that change in financial 

performance influence CSR. 

Those arguing for a negative relationship between social and financial performance believe that companies that perform responsibly incur a competitive 

disadvantage (Aupperle at al. 1985) because they are incurring costs that might otherwise be avoided or should be borne by others (e.g. individuals or 

government). An example of this kind of action would be the decision to invest in pollution control equipment when other competitors do not.  According to this 

line of thinking, which is fundamental to Friedman’s (1970) and other neoclassical economists’ arguments, there are few readily measurable economic benefits 

to socially responsible behaviour while there are numerous costs. The costs, by this argument, fall directly to the bottom line, reducing profits and this 

shareholder wealth. These theorists expect the relationship between CSR and financial performance to be negative.  

The empirical results to date lend themselves to a second possibility: that there is simply no relationship, positive or negative, between social and financial 

performance. Proponents of this line of reasoning (Ullman, 1985) argue that there are so many intervening variables between social and financial performance 

that there is no reason to expect a relationship to exist, except possibly by chance. On the other hand, the measurement problems that have plagued CSR 

research may mask any linkage that exists.  

The third perspective, based on stakeholder analysis, proposes that a tension exists between the company’s explicit costs (e.g. payments to suppliers) and its 

implicit costs to other stakeholders (e.g. product quality costs, environmental costs). This theory predicts that a company that attempts to lower its implicit costs 

by socially irresponsible actions will, as a result, incur higher explicit costs, resulting in competitive disadvantage. According to this argument, then, there is a 

positive relationship between CSR and financial performance. 

Corporate Social Responsibility (CSR) is a concept whereby companies undertake certain responsibilities towards society independent of their business concerns. 

Although the activities are not directly related to their business, there is an indirect impact on the business which is a positive one. For example: there is a 

positive image of the company in the eye of the public and the employees’ morale is boosted, which in turn has a positive effect on the productivity of the 

company. 

The research showed various forms of CSR activities being performed by the private sector. Many companies have a social responsibility statement in their 

annual reports. In many instances CSR seems to be an integral component of business. Charitable activities by the business community in support of various 

social causes are not an entirely new concept. However, they are ad hoc and seen as purely optional initiatives. CSR can be seen as a concept which brings 

benefits to both business and to the community. It is a win-win situation. According to Rathnasiri (2003) on his exploratory study on “Corporate Social 

Responsibility Practices of Sri Lankan Private Sector” is to capture the current status of Corporate Social Responsibility (CSR) understanding, commitment and 

practices of Sri Lankan private sector firms. The study provides an overview of company practices as well as of employee and civil society experiences and 

perceptions of CSR. It attempts to register factors that influence the opinion of companies as well as those that shape expectations of corporate responsibility. 

The evidence on Corporate Responsibility in Sri Lanka suggests that it is a neo-liberal model of CSR that is mostly prevalent. However, this needs to be qualified 

and tempered against the reality that there is a lack of knowledge and understanding of the broader understanding of CSR. 

According to Pirithiviraj J.C.D and K. Kajendra (2010) in their study on “Relationship between Market Orientation and Corporate Social Responsibility with special 

reference to Sri Lankan Financial Sector” it has been found that variables of market orientation; customer orientation, competitor orientation and inter-

functional coordination are positively related to corporate social responsibility. Therefore it can be derived that there is a positive relationship between market 

orientation and corporate social responsibility.  

The good intentions of Sri Lankan business and its interest in serving society contain the potential to transform informal practices into more structured and 

integrated initiatives. However, there is little or no engagement with civil society and government at present, no coordination of effort and little exposure to 
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best practice to catalyze change. Engagement is required to help the private sector understand how its long-term interests are linked to the development of 

society around it. This engagement is essential to the definition and implementation of sustainable CSR efforts because individual businesses rarely have the 

experience to address challenges that lie outside the scope of their core business activities. 

There is limited coordination of socially responsible practices in the private sector, although it enjoys a history of philanthropy. The latter has sparked a growing 

interest in CSR and led to some business organizations in Colombo actively building up their knowledge of its practice. These organizations have shown signs of 

moving towards a focus on more strategic CSR programmes and overall policy. However, a more cooperative approach is needed to strengthen CSR practice. The 

organizations at the forefront of CSR need to engage others in dialogue to provide opportunities for shared learning and the development of best practice. 

Anecdotally, the opposite appears to be happening. The short-term view of the benefits of CSR has created an insular and competitive approach which is healthy 

at one level— because there is a limited history of CSR in Sri Lanka— but which desperately requires shared learning if it is to evolve into best practice. There are 

some encouraging signs that this is changing but more formal interaction is needed. The private sector should consider cooperation on initiatives of mutual 

concern. Effectiveness, especially on national or regional issues, can be greatly improved through the pooling of resources and integration with government and 

other development objectives. 

Regional businesses, most of which are SMEs, struggle to offer the same benefits as Colombo-based firms in areas such as job security, provident funds, notice 

periods for termination, minimum leave entitlements and overall working conditions. Exposure to, and understanding of CSR principles are not as advanced as in 

the capital. This is because Colombo-based businesses have greater capacity for human resource development, are in stiffer competition for skilled employees 

and face greater scrutiny by labour regulators. This has produced better working conditions leading to the migration of workers from the regions, especially by 

those with professional skills. Regional businesses—and regional development— have been severely damaged by this trend. The regions must develop ways to 

become more competitive on this issue and more needs to be understood about how CSR can be better applied to SMEs so as to strengthen core practice and 

improve worker retention (International Alert, 2005). Corporate Social Responsibility and Natural Disaster Reduction in Sri Lanka – May 2002 by Madhavi 

Malalgoda Ariyabandu & Preethi Hulangamuwa in their study found that the extent of the private sector’s involvement in disaster reduction activities in Sri 

Lanka is extremely small. This sector’s involvement in this sphere is largely seen in response to emergencies, in the form of relief. 

That study also identified four main categories of non-business initiatives of the private sector: philanthropic and charitable activities, contributions towards 

environmental conservation, building public awareness on important issues, and corporate sponsorships. The engagement of the private sector in natural 

disaster related concerns falls within these categories. 

 

RESEARCH METHODOLOGY 
Figure 1 gives the conceptual model developed for this research, based on the literature review. The two variables that are considered are social performance 

(independent variable) and financial performance (dependent variable). The two variables have several indicators which are also shown in the model. As 

discussed above, the relationship is considered to be in a forward direction and the sign to be positive. 

 

FIGURE 1: CONCEPTUAL MODEL OF CSR AND FINANCIAL PERFORMANCES 

 
The following hypotheses are tested in this research: 

H0 There is no association between corporate financial performance and corporate social Responsibility.  

H1 Better corporate social Responsibility leads to better financial performance 

The operationalization of the independent variables is given in table 1. The dependent variable is operationalized using direct financial data. 
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TABLE 1: OPERATIONALIZATION OF VARIABLES 

Indicator Measure 

Employee relations Amount of money spent on training and development 

Having monetary benefits in addition to salaries and wages 

Having gratuity/pension scheme over and above statutory requirements 

Having health insurance for employees 

Having a trade union 

Providing employee and family welfare facilities 

Providing training and development opportunities for employees 

Having equal opportunities for employees and discrimination 

Employing disabled people 

Customer/supplier relations Amount of money spent on research & development 

Having a quality management system 

Having systems to: 

Measure customer satisfaction 

Address customer and supplier complaints 

Purchasing from small farmers / industrialists 

Developing small farmers / industrialists who are supplying the company 

Ensuring the quality of products irrespective of profits 

Community relations Having a community liaison committee 

Carrying out philanthropic activities 

Carrying out infrastructure development projects for local communities 

Environment Conducting environmental audits 

Obtaining environmental compliance certification for all operations 

Taking action to reducing air, water and soil pollution 

Taking action to recycle waste 

Taking energy saving measures 

Management systems Amount of money spent on CSR activities 

Having a separate department fo r CSR activities 

Having policy statements for: 

Human resource management 

Occupational health & safety 

Gender and sexual harassment 

Refraining from bribery 

Having designated committees for: 

Internal audit 

Remuneration  

Producing annual sustainability/CSR reports 

SAMPLE 

The scope of the research is the public quoted businesses registered under the Colombo Stock Exchange (CSE). At present, there are 235 companies registered 

under the CSE and all of these companies form the scope of the research. Due to strict regulations on operations and reporting, the companies registered under 

the CSE have superior CSR practices compared to other companies and selecting only these companies might give a biased result. However, the difficulty in 

ascertaining the accuracy of the survey findings prompted the research to be restricted to companies registered under the CSE. Public quoted companies in the 

country formed the population for the research. The list of companies was obtained from the Colombo Stock Exchange and all 235 companies were contacted 

initially. This provided with a suitably sized sample allowing for non-respondents.  

DATA COLLECTION 

Primary data was collected through a mailed questionnaire to the CEO of the company, the designated CSR Manager, if available, and the HR Manager.  

The questionnaire had five sections: 

1. General information and financial data about the company 

2. Availability and practice of CSR related procedures (scale of not in place – in place and fully in use) 

3. Availability of CSR related facilities (yes / no) 

4. Importance placed on CSR related activities (scale of very low – very high) 

5. Outcome of the CSR initiatives taken by the company (scale of strongly disagree – strongly agree) 

Secondary data from the Colombo Stock Exchange were used for verification of financial and other organizational information wherever possible.  

 

DATA ANALYSIS 
Data was analyzed using a computer-based statistical package. Descriptive statistics, comparison of means, correlation analysis and regression analysis were 

used for interpreting the data. 

Regression analysis was used to measure the strength of determination of financial performance by the CSR activities.  

The regression equation that was used in the analysis is: 

Y  =  ββββ0 + ββββ1111X1 1 1 1 + β+ β+ β+ β2222X2222 ..... + β ..... + β ..... + β ..... + β5555X5555 

Y = Corporate financial performance 

X1 = Employee relations 

X2 = Customer / suppler relations 

X3 = Community relations 

X4 = Environment 

X5 = Management systems 

The same equation was used for the three components of corporate financial performance, i.e. return on equity (Y1), return on assets (Y2) and return on sales 

(Y3) in the following manner: 

Y1  =  ββββ0 + ββββ1111X1 1 1 1 + β+ β+ β+ β2222X2222 ... ... ... ..... + β.. + β.. + β.. + β5555X5555 

Y2 =  ββββ0 + ββββ1111X1 1 1 1 + β+ β+ β+ β2222X2222 ..... + β ..... + β ..... + β ..... + β5555X5555 
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Y3  =  ββββ0 + ββββ1111X1 1 1 1 + β+ β+ β+ β2222X2222 ..... + β ..... + β ..... + β ..... + β5555X5555 

 

CORRELATION ANALYSIS 
The first method of testing the hypothesis is through analysis of Pearson’s correlation. Table 2 present the zero-order correlations between all the variables. 

 

TABLE 2: ZERO-ORDER CORRELATION BETWEEN THE VARIABLES 

No Variable 1 2 3 4 5 6 7 8 9 10 11 

1 Turnover -           

2 Years in existence 0.83 -          

3 Number of employees 0.90 0.79 -         

4 Employee relations 0.29 0.32 0.21 -        

5 Customer/supplier relations 0.30 0.30 0.25 0.76 -       

6 Community relations 0.09 0.10 -0.01 0.76 0.59 -      

7 Environment management 0.05 0.05 -0.02 0.77 0.80 0.60 -     

8 Management system 0.22 0.26 0.12 0.70 0.73 0.49 0.71 -    

9 Return on equity 0.32 0.44 0.40 0.23 0.35 -0.02 0.08 0.11 -   

10 Return on assets 0.35 0.50 0.40 0.19 0.25 0.02 0.01 0.10 0.93 -  

11 Return on sales 0.34 0.38 0.37 0.32 0.37 0.10 0.16 0.22 0.78 0.73 - 

12 Perceived benefits of CSR 0.12 0.08 0.10 0.20 0.24 0.29 0.20 0.18 0.11 0.18 0.15 

Source: Research data; r above 0.26 significant at p<0.01; r above 0.20 significant at p<0.05 

 

There is a highly significant positive correlation between turnover, profitability, years in existence and number of employees (r=0.32 to 0.90). The strongest 

correlations are between turnover and years in existence and number of employees. Bigger companies in terms of turnover and number of employees are also 

the older companies.  

As far as the correlation between the control variables and independent variables are concerned, only employee relations, customer/supplier relations and 

management practices show significant positive correlations. Community relations and environment management show inconsistent correlations. Turnover and 

years in existence are significantly correlated with employee relations (r=0.29 and 0.32), customer/supplier relations (r=0.30 and 0.30) and management 

practices (r=0.22 and 0.26). Number of employees is significantly correlated with employee relations (r=0.21) and customer/supplier relations (r=0.25). 

Community relations and environment management is not correlated with any of the control variables. Out of the three control variables, years in existence 

show the strongest correlations with the independent variables.  

As far as the correlation between the control variables and dependent variables are concerned, only financial performance show significant positive correlations 

with the control variables. Financial performance show a correlation of r=0.36 with turnover, r=0.46 with years in existence and r=0.41 with number of 

employees.  

Independent variables and dependent variables show significant correlations only in some relationships. Only employee relations, customer/supplier relations 

and community relations show significant positive correlations with the dependent variables. Employee relations is significantly correlated with both financial 

performance (r=0.26) and perceived benefits of CSR (r=0.20). Customer/supplier relations also is correlated with both financial performance (r=0.36) and 

perceived benefits of CSR (r=0.24). Community relations is significantly correlated with perceived benefits of CSR (r=0.29). 

The two dependent variables show a positive correlation, but it is not statistically significant. That means the actual financial performance, which is the result of 

many factors, and the perceived benefits of CSR is not correlated. Because perceived benefits show stronger correlations with the independent variables, it may 

be a better indicator for the study of outcomes of benefits of CSR activities than the actual financial performance. Another inference from this finding is that 

companies do not believe that CSR activities are bringing them financial benefits simply because the financial performance is better. They might attribute the 

financial success to other factors.  

The Correlation between the three financial indices and independent variables are presented in Table 3. 

 

TABLE 3: CORRELATION BETWEEN THE THREE FINANCIAL INDICES AND INDEPENDENT VARIABLES 

No Variable ROE ROA ROS 

1 Employee relations 0.23 0.19 0.32 

2 Customer/supplier relations 0.35 0.27 0.37 

3 Community relations -0.02 0.02 0.10 

4 Environment management 0.08 0.01 0.16 

5 Management system 0.11 0.20 0.22 

Source: Research data; r above 0.26 significant at p<0.01; r above 0.20 significant at p<0.05 

Except for the relationship between community relations and ROE, all other show a correlation in the expected direction. The positive correlations range from 

0.01 to 0.35. Out of the 14 relationships, six are statistically significant.  

When the three financial indices are considered separately, it is evident that return on sales has the strongest correlations with independent variables and 

return on equity the weakest. Out of the five independent variables, return on sales is significantly correlated with employee relations (r=0.32), 

customer/supplier relations (r=0.37) and management system (r=0.22) Return on equity is significantly correlated with employee relations (r=0.23) and 

customer/supplier relations (r=0.35). Return on assets is significantly correlated only with customer/supplier relations (r=0.27). When the five aspects of social 

performance is considered separately, customer/suppler relations show significant correlations with all three indices, employee relations with ROE and ROS and 

management systems with ROS. Community relations and environment is not significantly correlated with any of the financial indices.  

 

REGRESSION ANALYSIS 
The second method of testing the hypothesis is regression analysis. Pearson’s correlation gives the independent correlation between the variables. But in a real 

life situation all these variables co-exist and they have considerable influence on one another. To measure the influence of the different independent variables 

on the dependent variable, the beta coefficient needs to be calculated. In this method, all other variables are controlled except for the variable that is being 

measured. The beta coefficient value is an indication of the influence of the different independent variable when other variables are held constant.  
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TABLE 4: INFLUENCE OF CSR PERFORMANCE ON FINANCIAL INDICES 

No Variable Beta SE t-stat p-value 

1 Employee relations 0.667 0.225 2.965 0.004 

2 Customer/supplier relations 1.462 0.320 4.574 0.000 

3 Community relations -1.031 0.378 -2.727 0.008 

4 Environment management -1.036 0.335 -3.094 0.003 

5 Management system -0.169 0.108 -1.570 0.120 

Source: Research data 

Table 4 indicates that the beta coefficient values have pushed the indicators with lower Pearson’s correlation values into the negative direction. Only employee 

relations and customer/supplier relations show significant regression with the dependent variable (β=0.667 and 1.462 respectively). All other independent 

variables show a negative regression.  

To measure the prediction power of the proposed model, both aggregate impact and individual impact, a regression analysis needs to be carried out.  

 

TABLE 5: AGGREGATE IMPACT OF CSR PERFORMANCE ON FINANCIAL INDICES 

R R
2
 R

2
Adj SE F-stat p-value 

0.567 0.321 0.282 6.319 8.229 0.000 

Source: Research data 

According to Table 5, the R squared value in the multiple regression analysis is 0.321 with a significance of  p < 0.01. This means that the proposed model predict 

32.1% of the variance in financial performance. Considering all the possible factors that influence the financial performance of a company, this is a very high 

value.  

A summary of the regression analysis considering the three financial indices in separate models is given in Table 6.  

 

TABLE 6: REGRESSION ANALYSIS OF DIFFERENT FINANCIAL INDICES 

Variable ROE ROA ROS 

Beta p-value Beta p-value Beta p-value 

Employee relations 0.989 0.004 0.381 0.024 0.630 0.008 

Customer/supplier relations 2.317 0.000 0.901 0.000 1.168 0.001 

Community relations -1.807 0.002 -0.468 0.098 -0.819 0.039 

Environment management -1.408 0.006 -0.821 0.001 -0.881 0.013 

Management system -0.336 0.038 -0.082 0.305 -0.088 0.428 

R
2
 0.338 0.237 0.266 

SE 9.363 4.672 6.514 

F-stat 8.871 5.404 6.294 

p-value 0.000 0.000 0.000 

Source: Research data 

The findings are similar to the model with combined financial indices. Only employee relations and customer/supplier relations show significant regression in the 

expected direction. Out of the three indices, the model best explains ROE (R
2
=0.338) followed by ROS (R

2
=0.266) and ROA (R

2
=0.237). 

 

HYPOTHESIS TESTING 
Two methods were used to test the hypothesis, i.e. correlation analysis and regression analysis. The findings are summarized in Table 7. If hypothesis is 

supported, it is indicated with ���� and if opposed it is indicated with ����. 

 

TABLE 7: SUMMARY OF CORRELATION AND REGRESSION ANALYSIS 

Variable Correlation Regression 

Employee relations ��������    ����    

Customer/supplier relations ��������    ����    

Community relations ����    ����    

Environment management     ����    

Management system   

Source: Research data 

When both the methods of analysis are considered, only employee relations and customer/supplier relations support the hypothesis. Community relations 

support the hypothesis only in the correlation analysis but is opposed in regression analysis. Management system is not supported in either of the analyses. 

Environment management is opposed in the regression analysis.  

It can be concluded that some aspects of better social performance leads to better financial performance.  

 

CONCLUSION 
Business creates wealth in a society. With this wealth comes power that shapes the culture and the values of the society. This power and influence can be used 

positively to support the achievement of long-term development goals of the country. CSR has been defined as a concept whereby companies integrate social 

and environmental concerns in their business operations and in their interaction with their stakeholders on a voluntary basis. It is an umbrella term for a variety 

of practices which include: (a) a responsibility for the organization’s impact on society and the natural environment, sometimes beyond legal compliance and the 

liability of individuals; (b) a responsibility for the behavior of others with whom they do business (e.g. within supply chains); and that (c) management of its 

relationship with wider society, whether for reasons of commercial viability, or to add value to society. 

As responsible corporate citizens, all businesses should contribute to the above wider course. However, from a business perspective, the shareholders of a 

company are interested in the return for their investment. They would prefer to have a quantifiable method to know the exact impact of the investment on CSR 

on company profitability. With no proper information on the benefits of CSR, it has been difficult to persuade the corporates to pump in scarce resources to CSR 

initiatives, which otherwise could have been used to generate definite benefits. This research attempted to fill this gap by developing a set of data on the 

financial benefits of CSR initiatives.  
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Specifically the research was undertaken to fulfill four objectives: to conduct an in-depth literature review; ascertain the level of social performance; ascertain 

the association between social performance and financial performance; and to propose areas to focus in CSR that would yield best financial return.  

Based on the findings of the research, the following recommendations can be drawn: 

• By focusing the attention only on non-operational activities that yield immediate benefits, such as product development, companies are loosing the chance 

to improve the future operations. Therefore, companies need to look beyond the short-term benefits and invest for the future, especially on training & 

development. 

• Companies need to look beyond the traditional management practices and focus on the some of the more recent developments such as sexual harassment 

and bribery 

• There is a tendency to focus on external environment when looking for CSR initiatives to carry out. However, the higher impact on financial performance is 

not from these external initiatives, but from internal initiatives such as employee relations, customer relations and supplier relations. Companies need to 

appreciate the importance of internal environment when designing CSR projects. 

• Overall there is a significant impact from CSR activities on the financial performance of a company, but the importance placed on such CSR activities is low. 

Companies need to establish a dedicated department, or at least a dedicated officer to coordinate CSR activities so that the full benefits can be obtained.  
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