The impact of Corporate Social Responsibility on Financial Performance. A study of 30 companies.

Before the popularization of CSR, firm where looking for strategies to maximize their profits “Generally, firms did not consider the effects of their actions on society because they did not recognize a linkage between the two.” (Nunn, 2015) Later, many of the large companies could notice the productivity of applying those effective social activities in practical operations. (Moura-Leite, 2011)
Corporate Social Responsibility has increasingly become a valuable element of the corporate topic’s nowadays. Basically, we notice a concern of corporates for not only financial issues, but also for non-financial ones. CSR activities on the society and environment have been a matter on daily business operations. However, the revenue remains the most important consequence, but ethical concern is also part of it.
Based on recent studies and researches, the CSR programs which are involved on business operations have never been higher across the most famous companies worldwide. According to (Sebastian Johansson, 2015), there is a clear conclusion that CSR initiatives are to be more ethically responsible and to minimize the negative impact in the society. Moreover, (Moura-Leite, 2011) discuss how the CSR target switched from an unnecessity of businesses to be socially responsible to a critical business approach.
[bookmark: _GoBack]There are many studies and investigations which have many ways of explaining Corporate social responsibility. It has a high importance on business development because applying CSR activities impact the growth financially and their social performance. Still, researches don’t have a specific explanation for corporate social responsibility, but there are many ways of interpretations for it, related to researches and studies which can be different from each-other. According to Business for Social Responsibility (BSR), CSR in explained as “achieving commercial success in ways that honour ethical values and respect people, communities, and the natural environment.” (Tsoutsoura, 2004) Corporate Social Responsibility (CSR) is automated mechanism that firm are involving into their operations. (Jae-Joon Han, 2016)
Most of the companies are focusing on CSR strategy on aiming to develop their social and environmental responsibility, economic and financial performance. (Resmi, et al., 2018) There are some theories which explain CSR impact on Financial performance of the firms, which don’t interpret the same arguments.
To start with, Friedman (1970) stated that the only purpose of organisations is to boost its profits, and those other operations which do not improve the economic aims are secondary. (Lim, 2017)
Another theory is named as the Triple P bottom line by Elkington (1994) “who argued that an organization has three main responsibilities: people, planet and profit.” (Moenna, 2014) This theory believes that a firm is also part of a moral community, and which has to take into account the social responsibility. 
Regarding Carrol Theory First of all, business need to have a sustainable income in order to keep the business going and to avoid failures. Secondly, corporates need to guarantee that they follow all the rules and law set by the government. Finally, it is important to be aware of its commitments on ethical frameworks. (Riley, 2018)
To understand the financial performance of a firm, is necessary to carry out some analysis connected to the business’ economy. “Financial analysis is the use of financial statements to analyse a company’s financial position and performance and to assess the future financial performance.” (Too, 2017) For this investigation, in order to find a relation of CSR activities into firm, it is important to collect financial data and be able to accomplish some financial analysis. 
Define the problem
The focus of this dissertation is on the linkage between CSR and Financial performance. “The company’s primary objective is to increase shareholders wealth however, those in favour of CSR believe that businesses exist for more than just economic goals.” (Khamah, 2014)
There are many doubts whether the CSR has a positive impact on companies that are adopting its activities, if there is a negative effect or no direct relationship between them. “Since the economical dimension is broad and consist of numerous of different aspect, it is difficult to determine how CSR relates to a company's’ financial performance.” (Flammer, 2012)
According to (McGuire J. B., 1998) (McWilliams, 2000) (Moore, 2001) there are many researches and investigations that raise concerns about the relationship between corporate social responsibility and financial performance in firms. 
The arguments on the connection between (CSR) and (CFP) has been continuous because of a not clear conclusion among lots of studies.
This relationship CSR-CFP has been such an important topic on many of the empirical investigations. (Cadez, 2017)
Research Aim
The aim of this study is to analyse and test the relationship of Corporate social responsibility and Financial Performance, through 30 different companies with the best CSR reputation during 2017. Taking in consideration empirical studies and comparing them to our empirical findings we will be able to find out if CSR affects financial performance of companies. Thus, another aim is to contribute to the empirical literature with our investigation.
Research objectives
This investigation consists of some key points or objectives which show the main focus of the whole analysis and tests. Consequently, the objectives of this dissertation are described below.
Understanding the role of CSR on firms.
Discover the impact of Corporate social Responsibility on financial performance on the companies’ list with the best CSR reputation from Forbes.
  Research questions
What is Corporate Social Responsibility and what is the relation with financial performance on selected corporates?
Which are the theories used to demonstrate CSR impact in companies that adapt that programs? 
Which is the methodology used identify the relation between CSR and Financial Performance?
What are the explanations of the analysis conducted for this study? 
Research methodology
Research methodology is the most significant part of the study. This is because it described the way and method to choose the right data which will later be analysed. This chapter introduces the methodology used for this investigation. The issues outlined in this chapter are study design, population of the research, sampling method and size and also data collection manner and also the data analysis conducted. Additionally, correlation and regression analysis are described and applied in order to achieve the conclusion for our objectives of the study.
Study design
This investigation has put into use a descriptive study design. Based on previous empirical studies, there are some financial factors we need to find and then conduct analysis for the corporate social responsibility in financial performance of the firms. 
In order to be able to make those analysis, firstly we need to prepare some hypothesis of the study and then make the assessments to reach conclusions. Then according to outcomes that we achieved by testing the hypothesis we make attempts to contribute with some recommendations. 
This study contains many facts and researches according to the relationship of CSR and Financial Performance. “Descriptive statistics helps to summarize the large sets of quantitative information using standard deviation and mean score.” (Njiru, 2013) 

Population and Sample design
“Sampling method refers to the rules and procedures by which some elements of the population are included in the sample. Some common sampling methods are simple random sampling , stratified sampling , and cluster sampling” . (Anon., 2018)
This study used a probability sampling or simple random sampling by choosing randomly 30 companies out of 100, from (Strauss, 2018), where are listed 100 different companies with the best CSR reputation in 2017.
Moreover, a judgemental sampling or differently a non-probability sampling is also used, which gives the author the right to choose according to a criterion. In this study, this kind of sampling is used when the data of a company were not available or enough for the analysis.
Data collection
There are two methods of data collection: Primary and secondary data.
Primary data are data collected by a person for its own purpose, topics or projects by making interviews, questionnaires, surveys etc. While secondary data can be found on books, journals, websites which have already been collected by another person and used for different purpose, but are helpful to your investigation too.
Secondary data method was more appropriate for this study and it was collected from annual reports of companies, yahoo, financial data websites for the calendric year 2017. Also, this financial information contains quantitative data which are objective data and figures that can be numerically explained by measurements and analysis. While, qualitative data are based on behaviours, opinions made by subjective researches and are cannot be analyses using statistical analysis and formulas. 
According to Saunders et al., 2009, a quantitative research usually contains number and formula- based measurements which of course helps on the interpretation of a project and the linkage among different variables. (Sebastian Johansson, 2015)
Data analysis 
The collected data analysis is made using descriptive statistic method techniques, correlation analysis and also different regression analysis of variables to find out the relationship of the variables we are using to (MORAA, 2016) According to (Sebastian Johansson, 2015) the method used to study and examine the linkage between CSR and FP was the linear regression. A linear regression analysis is statistical methodology usually used to find out the relationship of two variables, where one of them is the dependant and the other is the independent one.
Regression analysis are applied in this study to find the relationship of CSR and FP. “Regression analysis predicts the value of the dependent variable based on the known value of the independent variable, assuming that average mathematical relationship between two or more variables.” (S, 2016) 
“Correlation is described as the analysis which lets us know the association or the absence of the relationship between two variables ‘x’ and ‘y’.” (S, 2016)
A linear regression analysis and correlation are used in order to get results on the independent variables (X) with dependant variables (Y). 
There are different programs to use for the analysis like SPSS, Microsoft Excel etc, but in this study Microsoft Excel is used.
Model specification
In this study, as is mentioned above, are conducted some analysis in order to examine the relationship of the dependant variable(Y) and some of the independent different variables (x). 
This will be made using regression analysis, which will be very necessary to figure out the results and conclusions. 
The main issue is to find out if CSR affects the financial performance of the companies. In this case, CSR is the independent variable while financial variables such as ROA, EPS are the dependant variables.
General Model:  Y = β0+ β1X1 + β2X2 +…+ βPXP + ε
Y- dependent variable
Xp-independent variable
βP- regression coefficient
ε -Residual variable
Hypothesis of this research work
Before starting the analysis, the researcher sets some hypothesis to be more 
specific on what do we want to achieve for the results of those tests.
For our study is necessary to find out which of our hypothesis will accept and which one will be rejected by our regression analysis results.
H0= CSR does not affect financial performance
H1= CSR affects financial performance
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