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Abstract: This paper examines the relationship between the (CSR) and business financial
performance, assuming the wealth maximization. Socially responsible profitmaking is an
increasingly growing trend among Fortune 500 companies. Research indicates mixed re-
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link in Albania giving an overview of latest trends of CSR practices and offering a possible
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Abstrakt: Punimi analizon lidhjen midis PSK dhe performancés financiare té biznesit, duke
supozuar maksimizimin e fitimit. Fitimi social éshté njé trend né rritje mes 500 kompanive
fitimprurése. Kérkimet tregojné njé ndérthurje té piképamjeve mbi vierat e programeve
PSK. Né punim analizohet lidhja PSK-Performancé Financiare né Shqipéri, e fokusuar né
prirjet e fundit té praktikave té PSK duke ofruar njé ményré té matjes sé impaktit né per-
fomancén financiare.

Fjalét kyce: Pérgjegjésia Sociale e Koorporatave, Performanca Financiare e Koorporatave,
Treguesit Financiaré, Aktivitetet e PSK
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I. Introduction I. Hyrje

Several corporate scandals have drawn Njé mori skadalesh té sjella nga koorpo-
public attention to the social roles and re- ratat kané térhequr vémeéndjen publike
sponsibilities of business enterprises. The mbi rolin social dhe pérgjegésiné e ndér-
general public believes that businesses marrjeve té biznesit. Audienca publike

beson se bizneset kané pérgjegjési mbi
shogéring, dhe se kompanité ndodhen
intensivisht nén kéqyrjen e kujdesshme
té publikut. PSK konsiderohet njé tema-
tiké e réndésishme kérkimi né studimet

have responsibilities toward society, and
companies are now under intense public
scrutiny. CSR has become an important re-
search topic in business studies (Sweeney,
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2009). In recent decades, various studies
have examined the determinants of CSR
and the effects that practicing CSR has on
businesses. The aims of this study are to
understand the development of CSR in Al-
bania and measure the effects of CSR prac-
tices on company performance. According
to the National CSR Report Albania - 2013,
CSR implementation and practices are far
behind those in other developing countries
although a larger number of companies
than at any time before are engaged in
serious efforts to define and integrate CSR
practices into their businesses. In light of
Albania’s candidacy status in the Europe-
an Union, the promotion and implementa-
tion of CSR standards becomes even more
relevant, as Albanian businesses will face
increased competition and will have to
adapt to a more sustainable way of doing
business. CSR is a key part of the Europe
2020 Strategy, which seeks to promote
an integrated approach to smart, sustain-
able and inclusive growth within an over-
all vision of the social market economy. In
the Albanian context, CSR is usually vol-
untary and companies are not mandated
to implement related practices. A better
understanding of the Albanian experience
would raise the awareness of CSR’s im-
portance and contribute to social develop-
ment in Albania. The relationship between
CSR practices and financial performance
is complex and inconclusive (Angelidis et
al., 2008). There is an increasing demand
for transparency and growing expecta-
tions that corporations measure, report,
and continuously improve their social, en-
vironmental, and economic performance.
Although not much research on CSR in Al-
bania has been carried out, it is important
to study the economic impact of CSR. The
profit motive here is important, as com-
panies will invest in CSR only if they see
some economic incentive or return.

II1. Definition of CSR

A review of the literature states that CSR
is a concept with multiple meanings gen-
erated by different ways of defining the
term. According to Frederick W, Post J,
Davis K. (1973) ‘Corporate social respon-
sibility can be defined as a principle stat-
ing that corporations should be account-

e biznesit (Sweeney, 2009). Né dekadat
e fundit, studime té ndryshme kané ek-
zaminuar faktorét e gé ndikojné né PSK
dhe efektet gé ka zbatimi i praktikave PSK
né biznese. Qéllimet e punimit jané kup-
timi, skanimi dhe interpretimi i zhvillimit
té PSK né Shqipéri dhe matja e efekteve
té praktikave té PSK né performancén e
firmés. Sipas Raportit Kombétar té PSK né
Shqgipéri (2013), zbatimi i praktikave té
PSK mbetet krahasimisht pas me vendet
e zhvilluara, edhe pse njé masé e gjeré
kompanish kané béré pérpjekje pér té
pércaktuar dhe integruar praktika té til-
la né aktivitetin e tyre. Nga piképamja e
statusit kandidat drejt integrimit evropian,
implementimi dhe promovimi i standarte-
ve té PSK-sé béhet mé adekuat né kushtet
e konkurrencés né rritje dhe mjedisit té
géndrueshém té té bérit biznes. PSK és-
hté njé piké kyce e Strategjisé Evropiane
2020, e cila synon té promovojé njé gas-
je té integruar drejt rritjes sé géndrues-
hme dhe gjithépérfshirése nén vizionin e
njé ekonomie tregu gé vepron né nivele té
prodhimit social. Né kontekstin shgqiptar,
PSK éshté njé politiké e ndérmarré vullne-
tarisht dhe kompanité nuk jané té detyru-
ara ta zbatojné. Ndoshta njé skanim mé i
mire mbi eksperiencén e té bérit biznes né
Shqipéri, do té rriste ndérgjegjésimin mbi
réndésiné e PSK-sé dhe do té kontribuonte
né zhvillimin social né Shqgipéri. Lidhja mi-
dis PSK dhe performancés financiare éshté
komplekse si rrjedhojé éshté e véshtiré té
derivohen pérfundimime (Angelidis et al.,
2008). Ekziston njé kérkesé dhe pritshmé-
ri né rritje se koorporatat masin, raporto-
jné dhe vazhimisht pérmirésojné mjedisin
social dhe performancén ekonomike. Edhe
pse nuk ka evidencé kérkimore té konsi-
derueshme né Shqipéri, éshté mé réndeési
studimi i impaktit ekonomik té programe-
ve PSK. Qéllimi i maksimizimit té fitimit né
Shqgipéri éshté aq esencial sa kompanité
do té investonin né PSK vetém nése do té
prireshin nga incentiva ekonomike apo kt-
himi i larté.

II1. Pérkufizimi i PSK

Nga rishikimi i literaturés, PSK rezulton
njé koncept shumé-kuptimésh, si rrjedho-
jé e pércaktimeve té ndryshme té kétij
termi. Bazuar né Frederick, Post dhe Da-
vis (1973), PSK pérkufizohet si parim i cili
tregon se koorporatat jané pérgjegjése
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able for the effects of any of their actions
on their community and environment’. The
European Union outlines CSR as ‘a concept
whereby companies decide voluntarily to
contribute to a better society and a clean-
er environment. A concept whereby com-
panies integrate social and environmental
concerns in their business operations and
in their interaction with their stakeholders
on a voluntary basis.” Alternatively CSR is
defined by the European Commission as
‘the responsibility of enterprises for their
impacts on society’ (COM 2011). Based on
the definition given by Business for Social
Responsibility (BSR), corporate social re-
sponsibility is described as ‘achieving com-
mercial success in ways that honor ethical
values and respect people, communities,
and the natural environment’.

II1. CSR programmes

Depending on various factors such as the
specific company size, business culture,
stakeholder demands, specificity of each
industry, historical engagement in CSR,
there are different modalities on how
companies ‘implement corporate social
responsibility practices. A socially respon-
sible corporation should go beyond the
minimum legal requirements and contrib-
ute to the social wellbeing of its stakehold-
ers through the adaptation of policies and
business practices. To ensure an effective
implementation of the CSR programmes,
it is essential that the CSR principles be
incorporated into the corporations’ man-
agement and strategic planning, so that
both management and employees are
committed to them. Furthermore, it is
substantial that the CSR strategy be as-
sociated to the corporate’s specific objec-
tives and core principles. In the case of
Albania, the level of participation by com-
panies in CSR networks and sustainabil-
ity activities is a strong indication of the
level of awareness and inclination to adopt
CSR practices. A significant contribution to
CSR development is made by large inter-
national corporations such as banks (BKT,
ProCredit Bank, Intesa San Paolo Bank, Ti-
rana Bank), telecommunication companies
(Vodafone, AMC) and representatives of
heavy industry (Bankers, Antea Cement)
with imported CSR concepts from their
parent companies. Nevertheless, there is
a low prevalence in CSR implementation

pér cdo efekt, pasojé e ndérveprimeve té
tyre né mjedisin dhe komunitetin pérreth.
Sipas BE-sé, PSK prezantohet si njé kon-
cept mbi té cilin bazohet vendimi i firma-
ve pér té kontribuar drejt njé shogérie mé
té miré dhe njé mjedisi mé té pastér. Pra,
PSK shihet si njé koncept pérmes té cilit
kompanité integrojné vullnetarisht césht-
jet sociale dhe mjedisore né operacionet
e biznesit dhe né ndérveprimin me palét e
interesit. N& ményré alternative, PSK pér-
caktohet nga Komisioni Evropian si “pérg-
jegjésia e ndérmarrjeve mbi impaktin gé
ato kané né shoqéri” (COM, 2011). Sipas
Business for Social Responsibility (BSR),
PSK pérshkruhet si “arritja e suksesit tre-
gtar duke respektuar vlerat etike ndaj in-
dividéve, komuniteteve, dhe mjedisit nat-
yror”.

II1. Programet PSK

Né varési té faktoréve té ndryshém si ma-
dhésia specifike e firmés, dimensioni kul-
turor, kérkesat e grupeve té interesit, ve-
cantité e ¢do industrie, historiku n historike
pérfshirjen né praktika té PSK, ekzistojné
disa ményra té “implementimit té prakti-
kave PSK nga kompanité. Njé koorporaté
e pérgjegjégjéshme nga piképamja soci-
ale duhet té shkojé pértej minimumit té
kérkesave ligjore dhe té kontribojé né
mirégénien sociale té grupeve té intere-
sit duke adaptuar politika dhe praktika té
biznesit. Pér té siguruar zbatimin efektiv
té programeve té PSK, éshté me réndési
pérfshirja e praktikave té PSK né objekti-
vat, planin manaxherial dhe strategjik té
koorporatés” né ményré gé si manaxherét
ashtu edhe punonjésit té jené té angaz-
huar né té. Né rastin e Shqipérisé, nive-
li i pjesémarrjes sé kompanive né rrjetin
PSK dhe aktivitetet e lidhura me géndru-
eshmériné e biznesit, jané njé tregues ro-
bust i nivelit té ndérgjegjésimit dhe prirjes
pér té adaptuar praktikat PSK. Njé rol té
réndésishém dhe kontribues né zhvillimin
e PSK si koncept dhe praktiké, kané lu-
ajtur koorporatat e médha ndérkombéta-
re si bankat (BKT, ProCredit Bank, Intesa
San Paolo Bank, Tirana Bank), kompanité
e telekomunikacionit (Vodafone, AMC) dhe
pérfagésues té industrisé sé réndé (Ban-
kers, Antea Cement) té cilat kané pérshta-
tur konceptin e PSK nga kompanité mémeé.
Megjithaté, ka njé evidencé té ulét té imp-
lementimit té praktikave PSK nga bizneset
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among Albanian businesses, and a lack of
comprehensive business surveys.

IV. Comparative analysis between the
financial performance of CSR compa-
nies vs. that of non-CSR companies

Although CSR initiatives are often consid-
ered as public relations (McPeak & Tooley,
2008), companies are embracing CSR
practices as part of their business strategy
to attain competitive advantages among
leading corporations. Recent studies sug-
gest that CSR-practicing companies out-
perform non-CSR-practicing companies.
The increasing interest in the relation-
ship between companeis’ CSR initiatives
and their financial performance seems to
be influenced by the pressure of the key
stakeholders (McPeak & Tooley; Waddock,
2004). Studies relating CSR to financial
performance have generally focused on
the issue of whether companies that are
perceived as socially responsible have
achieved higher, lower, or similar finan-
cial performance, in relation to compara-
ble companies that are not perceived as
socially responsible (Mackey, Mackey, &
Barney, 2007; McWilliams & Siegel, 2001;
Roman, Hayibor, & Agle, 1999; Griffin &
Mahon, 1997; Aupperle, Carroll, & Hatfield,
1985). The argument of CSR practices and
its relation to the financial performance is
not new (Wu, 2006) and it is anticipated
to continue into the foreseeable future in
view of its relevance and importance in to-
day’s modern economy (Beurden & Gos-
sling, 2008). Further, issues related to
corporate accountability (Waddock 2004),
customers seeking sustainable products
(Gauthier, 2005), and investors seeking
to invest in socially responsible companies
are factors that certainly will highlight the
positive effects of CSR initiatives in cor-
porations’ long-term profitability. Results
from the study conducted by Luo and
Bhattacharya (2006) suggested that im-
provements in CSR ratings have a direct
positive impact on a company’s market
value, which translates into improved fi-
nancial performance. Adopting CSR princi-
ples involves also short and medium term
costs. Being a socially responsible corpo-

shqiptare si dhe vérehet mungesa anali-
zave gjithépérfshirése nga ana e biznesit.

IV. Analiza krahasuese e performan-
cés financiare té kompanive té pérfs-
hira né aktivitete té PSK kundrejt aty-
re gé nuk pérfshihen né kéto praktika

Edhe pse iniciativat e PSK konsiderohen
shpesh si pjesé e aktiviteteve té marré-
dhénieve me publikun (McPeak & Tooley,
2008), firmat po pérvetésojné praktikat e
PSK si pjesé té strategjisé sé biznesit pér
té siguruar avantazhin konkurrues mes
kompanive lider. Studimet e fundit sugje-
rojné se kompanité gé zbatojné praktikat
PSK performojné mé miré se ato gé nuk e
konsiderojné PSK-né. Interesi né rritje né
lidhjen midis iniciativave PSK té firmave
dhe performancés sé tyre financiare lidhet
me influencén e grupeve kyg té interesit
(McPeak & Tooley; Waddock, 2004). Studi-
met mbi lidhjen e PSK-sé me performancén
financiare té firmés, kané fokus kérkimor
nése njé firmé e cila pérfshin pérgjegjé-
siné sociale né aktivitetin tregtar, ka per-
formancé mé té larté, té njéjté apo me té
ulét se sa njé firmé gé nuk e pérfshin (Ma-
ckey, Mackey, & Barney, 2007; McWilliams
& Siegel, 2001; Roman, Hayibor, & Agle,
1999; Griffin & Mahon, 1997; Aupperle,
Carroll, & Hatfield, 1985). Argumenti mbi
praktikat e PSK dhe lidhjes sé tyre me per-
formancén financiare nuk éshté i ri (Wu,
2006) dhe parashikohet té thellohet né té
ardhmen si pasojé e lidhjes dhe réndésisé
né ekonominé e sotme moderne (Beurden
& Gossling, 2008). Gjithashtu, problemet
gé lidhen me llogaridhénien nga ana e
koorporatave (Waddock, 2004), me kon-
sumatorét té cilét kané pritshmeéri drejt
produkteve té géndrueshme (Gauthier,
2005), apo me investitorét qé pretendojné
té investojné né kompanité qé pérfshihen
né pérgjegjésiné sociale, jané faktoré qé
sigurisht hedhin drité mbi impaktin pozi-
tiv té iniciativave te PSK-sé né pérfitimet
afatgjata té koorporatave. Rezultatet e
studimit té paraqitur nga Luo dhe Bhatta-
charya (2006) sugjerojné sé pérmirésime
té mundshme né nivelet e PSK-sé trego-
jné njé efekt pozitiv té drejtpérdrejté né
vlerén e tregut té kompanive, e cila duhet
pérkthyer si pérmirésim né performancén
e tyre financiare. Pérfshirja dhe adaptimi
i parimeve té PSK shoqgérohet gjithashtu
me kosto afatshkurtra dhe afatmesme.
Nén statusin e njé koorporate me pérgje-
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ration entails the purchase of new environ-
mentally friendly equipment, adaptation
of quality mechanisms or a change in the
management structures. The first factor
to consider is brand association with so-
cial goodwill. CSR programs obviously help
improve the image of a socially responsi-
ble company, thereby attracting more con-
sumers that find it appealing to purchase
from such companies. Also, in a B2B en-
vironment, businesses find they can ben-
efit from the spillovers in good image from
doing business with a company that holds
a strong reputation in social responsibility.
Companies that run marketing campaigns
obviously can quantify the net gain in
brand awareness, image, and willingness
to buy. Being similar in nature, CSR indica-
tors can evolve into the same metrics. It
is easy, for example, to gauge how socially
responsible Walmart is perceived to be; or
Google, Apple, and IDEO. The business
effects of socially-responsible companies
are somewhat easy to imagine. When you
have a company that strives to produce
with ecofriendly materials, that calculates
the best routes to reduce pollution, or
that implements quality controls that cost
more but that at the end serve products
with lower defect rates, positive business
results should follow. One other area to
consider is talent retention, often associ-
ated with lower turnover, lower training
costs, and more efficient recruitment pro-
grams. Turban and Greening (1997) have
found that it is easier for companies that
have CSR programs in place to hire and
retain more talented employees. One re-
cent example is Google and YouTube in
China. One of Google’s principles is that
information should be freely accessible,
no matter where one is located. It cannot
be halted, or given out selectively. On the
other hand, companies that behave differ-
ently create hostile work environments,
such as companies that ask their employ-
ees to put profit above all else. This was
the case of several investment banks in
the US before the financial crisis. Aggres-
sive lending, even to knowingly insolvent
borrowers, is sign of irresponsible practic-
es. These environments are usually toxic
for the average professional, and hurt a

gjsi sociale pérfshihen investimet me bazé
mjedisore-sociale, adaptimi i mekaniz-
mave té cilésisé apo edhe ndryshimet né
strukturat manaxheriale. Faktori primar gqé
duhet konsideruar éshté asocimi i markés
i alternuar me aspektin social. Programet
e PSK dukshém asistojné né pérmirésimin
e imazhit té kompanive me pérgjegjési
sociale, si rezultat i interesit t& konsuma-
toréve ndaj produkteve té kétyre firmave.
Gjithashtu, bizneset arsyetojné se mund
té pérfitojné nga pérhapja e imazhit té
miré e té bérit biznes me njé kompani e
cila gézon reputacion né praktikat socia-
le. Kompanité té cilat organizojné fusha-
ta marketingu, dukshém mund té rrisin
fitimet neto népérmjet ndérgjegjésimit té
konsumatoréve rreth markés dhe déshirés
pér té bleré produkte. Treguesit e PSK
mund té béhen pjesé e matjeve té njéjta.
Eshté e lehté p.sh. t& masésh se sa pérfs-
hirje né pergjegjésiné sociale ka Walmart;
ose Google. Apple, dhe IDEO. Gjithashtu,
lehtésisht mund té parashikohen efektet
e zbatimit té praktikave PSK né aktivite-
tin tregtar té kompanive me pérgjegjési
sociale. Né rastin e njé kompanie e cila
prodhon né masé té moderuar ekstrena-
litete negative mjedisore, apo qé zbaton
kontrollin cilésor né minimizimin e tyre,
ka pritshméri té larta suksesi. Njé fushé e
rradhés pér tu konsideruar éshté pérkush-
timi ndaj punonjésve té talentuar, té cilét
trajtohen si asete né pérshpejtimin e xhi-
ros s& kompanisé, kosto té ulta trajnimi,
si dhe programe eficente rekrutimi. Tur-
ban dhe Greening (1997) kané evidentu-
ar se éshté me interes pér kompanité me
pérgjegjési sociale punésimi dhe kujdesi
ndaj punonjésve té talentuar. Njé shem-
bull koherent éshté Google dhe YouTube
né Kiné. Njé nga parimet e Google éshté
njétrjatshméria e pérhapjes dhe perdori-
mit té informacionit. Pra nuk mund té jeté
rival apo i pérjashtuéshém. Nga ana tjetér,
kompanité té cilat veprojné né kundérsh-
tim, krijojné kushte té njé mjedisi armigé-
sor si né rastin e kompanive gé u kérkojné
punétoréve té vendosin fitmin mbi ¢do tre-
gues tjetér. Ky ishte rasti i disa bankave né
SH.B.A pérpara krizés financiare. Huamar-
rja jo e buté, edhe né rastin e muamarrés-
ve té vetédijshém mbi falimentimin, éshté
njé tregues i praktikave té papérgjegjs-
hme. Kéto mjedise konsiderohen shpesh
helmues pér njé profesionist mesatar, si
dhe démtojné filozofiné e besnikérisé dhe
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culture of loyalty, trust, and commitment.
Following the same logic, several authors
have identified that CSR policies related to
working conditions and better labor prac-
tices improve workers’ productivity. In
Moskowitz (1972), Parket & Eibert (1975)
and Soloman & Hansen (1985) it is found
that costly CSR practices pay off in the
long run due to lower defect rates, better
output per input unit, and a more positive
cash flow as a result. Sure, having great
working conditions is costly, but so is hav-
ing a bad product that you have to recall
and rework.

V. Theoretical and Empirical frame-
work

The empirical relationship between social
performance of companies and financial
performance has several outcomes. The
more neoclassical thought on this issue
(such as Friedman, 1970) believes that
any activity that increases costs of doing
business puts the company at a competi-
tive disadvantage in the market. Naturally,
the belief is that CSR expenses are unpro-
ductive costs, that don’t necessarily add to
the bottom line, as least not in the short
to medium run. On the other hand, other
authors (Ullman, 1985) assert that be-
cause there are so many dimensions that
affect business performance, it is impossi-
ble to subtract the direct effect of CSR on
finance. And, in fact, it may well be true
that other variables affect financial vari-
ables, and that they may be wrongly at-
tributed to CSR programs. Companies that
decide to engage in CSR programs may
find they can strike a balance between the
costs and benefits of CSR programs (Lin,
Yang and Liou, 2009). When considering
the views above, the relationship between
CSR and financial performance may there-
fore be negative or positive, or turn out to
be insignificant. Although in this study the
initial hypothesis is that a positive relation
exists, all three views will be tested. Theo-
retically, given two identical companies,
the socially responsible company would
have less downside risk. Before moving
ahead with the analysis, measures of each
variable are described next.

VI. Measuring CSR

How CSR is measured has been subject

pérkushtimit té konsumatoréve. Né rrjed-
him, shumé autoré kané indentifikuar se
politikat PSK té lidhura me kushtet e punés
dhe praktikavé mé cilésore, pérmirésojné
produktivitetin e punonjésit. Né studimin e
Moskowitz (1972), Parket & Eibert (1975)
dhe Soloman & Hansen (1985) éshté gje-
tur se praktikat e kushtueshme té PSK-sé,
kompesohen né afatgjaté si rrjedhojé e re-
duktimit té masés sé defekteve, produktit
meé té miré pér njési faktor prodhimi, dhe
marzhit mé té larté té fitimit. Sigurisht qé
investimi né kushte té standartizuara té
punés éshté po aq i kushtueshém sa pro-
dhimi i njé produkti qé devijon prej tyre, i
cili duhet riprodhuar.

V. Analiza teorike dhe empirike

Lidhja empirike midis performancés soci-
ale dhe asaj financiare con né disa pér-
fundime. Mendimi mé neoklasik mbi kété
¢éshtje (Friedman, 1970) beson se cdo
aktivitet gé rrit kostot e té bérit biznes,
i jep firmés disavantazh konkurrues né
treg. Natyrisht, shpenzimet pér PSK kon-
siderohen jo produktive, kryerja e té cila-
ve nuk i rrénon financat e kompanisé, té
paktén jo né periudhén afatshkurtér-afat-
mesme. Nga ana tjetér, autoré si Ullman
(1985), pohojné se pér shkak té& shumé
dimensioneve gé& ndikojné perfrmancén
financiare té biznesit, éshté e pamundur
té shképusim efektin e drejtpérdrejté té
PSK né financa. Kompanité gé vendosin té
pérfshihen né programet e PSK, mund té
rezultojné té suksesshme nése balancojné
kostot me pérfitimet e programeve (Lin,
Yang and Liou, 2009). Nése konsiderojmé
kéndvéshtrimet e mésipérme, lidhja midis
PSK dhe performancés financiare mundet
té jeté negative ose pozitive, apo edhe th-
jesht statistikisht e paréndésishme. Edhe
pse né kété punim, lidhja nén hipotezén
fillestare éshté pozitive, té treja kéndvés-
htrimet do té testohen. Teorikisht, nése
jepen té dhéna dy kompani identike, kom-
pania me pérgjegjési sociale do té keté
normé mé té ulét té riskut. Pérpara se té
thellojmé analizén, do té shohim matjet
pér cdo variabél si né vijim.

VI. Matja e PSK

Ményra e matjes sé PSK-sé éshté béré sub-
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to much research. Overall, there are sev-
eral methods none of which seem to have
found consensus in the literature. This all
depends on the tools that capture CSR
data. These may be secondary data such
as direct spending on CSR, annual report-
ing, shareholder disclosures, and other
similar items. For example, Akathaporn
and Mclnnes (1993), and Preston and
O’Bannon (1997) have used rankings of
publicly traded companies in Fortune to
determine CSR measures. Along those
same footsteps, the Kinder Lydenberg
Domini (KLD) rating system was born for
publicly traded companies. The idea is to
build a composite score similar to an in-
dex, which was eventually done and is to-
day known as the DSI 400, or the Domini
400 Social Index (Kinder and Domini,
1997). This index uses a combination of
measures to determine index performance
for socially responsible companies, includ-
ing financial statements, press articles,
case studies, and customers and govern-
ment reports. This index has been used
by several authors, such as Waddock and
Graves (1997). In other conditions, where
publicly traded companies are not possi-
ble to be accessed or where there is no
secondary securities market (which is the
case for Albania), primary data sources
are used. In this study, panel data will be
collected through questionnaires.

VII. Measuring Financial Performance

Financial performance is certainly much
easier to measure. The risk in this case
will be to be able to strip the effects of
other variables, and leave out only the ef-
fects of CSR on performance. Literature
shows that different measures are used to
assess financial performance. Therefore,
the results of each study across the litera-
ture may be hard to gauge. For example,
Alexander and Buchholz (1978) use mar-
ket data to measure financial performance
such as stock price, while Cochran and
Wood (1984) use accounting data. There is
also the timing, in where market data cap-
ture current developments and accounting
data capture past events. It is unclear how
this effect is treated in the literature, at
least to this author’s knowledge. There is
also the management bias to be taken into
consideration when preparing and report-

jekt i shumé kérkimeve. Ekzistojné disa
metoda matjeje edhe pse asnjé prej tyre
nuk duket té jeté né konsensus me litera-
turén. Né fakt, ka té bé&jé shumé meényra
e gjetjes sé té dhénave té PSK-sé. Mund
té tentohet drejt té dhénave sekondare si
shpenzimet direkte pér PSK, raporte vje-
tore, demaskim i aksioneréve, dhe ¢cdo bu-
rim i ngjashém. Pér shembull, Akayhaporn
dhe Mclnnes (1993), dhe Preston and
O’Bannon (1997) kané shfrytézuar ren-
ditjen e kompanive té fugishme tregtare
pér té pércaktuar matjen e PSK-sé. Né té
njéjtén ményré pérmendet edhe sistemi i
renditjes Kinder Lydenberg Domini (KLD),
i ndértuar pér kompanité publike tregta-
re. ldeja éshté té ndértohet njé rezultat
i kompozuar, i ngjashém mé indeksin, gé
né fakt u realizua dhe sot njihet si Indeksi
Social DSI 400 (Kinder dhe Domini, 1997).
Indeksi pérdor njé kombinim matjesh pér
té pércaktuar mé pak treguesin e perfor-
mancés pér firmat me pérgjegjési sociale,
pérfshiré paraqitjen financiare, artikujt e
shtypit, raste studimore si dhe raportimin
pér konsumatorét dhe geveriné. Ky indeks
éshté pérdorur nga autoré té ndryshém, si
Waddock dhe Graves (1997). Né kushte té
tjera, né té cilat nuk mund té vlerésojmé
kompanité publike tregtare ose né té cilat
nuk ka tregje sekondare té sigurimit (rasti
i Shgipérisé), pérdoren burimet e té dhé-
nat primare. Né& kété punim, té dhénat do
té mblidhen me ané té pytésoréve.

VII. Matja e Performancés Financiare

Performanca financiare éshté lehtésisht
mé e matshme. Risku né kété rast éshté
zhveshja e efekteve té variablave té tjeré
né ményré qgé té identifikohet vetém efekti
i PSK-sé né performancé. Literatura sygje-
ron se jané pérdorur matje té ndryshe né
vlerésimin e e performancés financiare. Si
rrjedhojé, éshté e véshtiré té kalibrohen
rezultatet e cdo studimi né kété aspekt. Pér
shembull, Alexander dhe Buchholz (1978)
pérdorén té dhéna tregu si ¢mimi i stokut,
ndérsa Cochran dhe Wood (1984) morrén
parasysh té dhéna kontabilitare. Hapésira
kohore éshté gjithashtu fakt i réndésishém
né mbledhjen e té dhénave té tregut né
kushtet e ndryshimeve aktuale dhe atyre
kontabilitare té ndikuara nga ngjarje né té
shkuarén. Eshté disi i pagarté trajtimi i njé
efekti té tillé né literaturé, té paktén si-
pas kétyre autoréve. Nga ana tjetér kemi
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ing accounting data. Because Albania has
not publicly traded companies altogether,
it is impossible, then, to build market-driv-
en variables, which ideally would show less
biased results, since investors will have al-
ready priced perception of social responsi-
bility. With that being said, measures such
as return on assets, return on sales, and
return on equity are being considered to
be used for Albanian companies subject to
this research.

VIII. Methodology

In addressing the hypotheses described
above, an exploratory inductive approach
is followed. A questionnaire is designed.
A major challenge in conveying this study
is designing a representative sample,
given full data unavailability and limited
time. Two main statistical packages (Excel
and SPSS) are used to conduct quantita-
tive data analysis. According to Saunders,
Lewis, and Thornhill (2009), the study of
a small sample of subjects is more likely
to yield answers to the questions above
and build different views of phenomena.
Induction also allows a more flexible struc-
ture to permit changes of research em-
phasis as the research progresses (Saun-
ders, Lewis, and Thornhill, 2009). Lastly,
the understanding of the context is bet-
ter carried out by the collection of quali-
tative data, such as in our case (through
semi-structured interviews within a tar-
get sample). Secondary data will also be
collected through the Albanian CSR Net-
work, INSTAT, and publicly available an-
nual reports, which should yield informa-
tion on financial indicators of companies.
The regressive analysis will be constructed
to measure the probable impact of CSR
spending on financial performance. CSR
spending data will be taken from the Al-
banian CSR Report, while data to meas-
ure performance will be ROA (Return on
Assets), Net Income, ROl (Return on In-
vestments), or other indicators describing
positive customer awareness.

IX. Empirical Framework

The implementation of CSR initiatives
and the publication of CSR reports within
a company hold costs. Thus, companies
would invest in CSR if they believed that
there is economic value to be derived.

zhvendosje né funksionin manaxherial,
pér tu konsideruar gjaté pérgatitjes dhe
raportimit té té dhénave té kontabilitetit.
Pér shkak se né studimin e rastit shqiptar
ka kufizime né sektorin e kompanive treg-
tare publike, éshté e pamundur ndértimi i
variablave gé varen nga tregu, gé siguris-
ht do té reduktonin efektin e zhvendosjes
megénése veté investitorét do t& mund té
vlerésonin perceptimin e pérgjegjésisé so-
ciale né ¢cmim. Théné kété, matjet, si kt-
himi né asete, né shitje, dhe né kapital,
jané pérdorur pér kompanité shqgiptare né
analizé.

VIII. Metodologjia

Pér té ngritur hipotezén e pérmendur mé
paré, ndiget njé gasje shpjeguese induk-
tive. Té dhénat mblidhen me ané té njé
pyétésori, kampioni i té cilit paraget nje
sfidé mé vete, duke konsideruar mun-
gesén e té dhénave dhe kufizimin né kohé.
Analiza empirike do té realizohet népérm-
jet paketave statitstikore Excel dhe SPSS.
Sipas Saunders dhe Thornhill (2009), stu-
dimi me njé kampion té vogél ka gjasa té
derivojé pérgjigje pér pyetjet e ngritura
dhe té hapé njé diapazon kéndvéshtrimesh
té fenonomenit qé analizohet. Induksioni,
gjithashtu lejon njé strukturé mé fleksi-
bél né pranimin e ndryshimeve té duksh-
me gjaté hulumtimit si progresi kérkimor
(Saunders, Leéis, dhe Thornhill, 2009). Sé
fundmi, kuptimi i kontekstit lehtésohet me
mbledhjen e té dhénave cilésore si né ras-
tin toné, népérmjet intervistave gjysmé té
strukturuara mé njé grup té targetuar. Té
dhénat sekondare do té mblidhen me ané
té Rrjetit PSK né Shqipéri, INSTAT, dhe
raporte disponibél té publikuara. Analiza
regresive shérben pér té matur efektin e
mundshém té PSK-sé né performancén fi-
nanciare. Té dhénat mbi shpenzimet pér
PSK do té sigurohen népérmjet Raportit té
PSK-sé né Shqipéri, ndérsa pér té dhénat
mbi matjen e performancés financiare do
té pérdorim treguesit si ROA (kthimi né
asete), té ardhurat neto, ROI (kthimi né
investime), ose tregues té tjeré pérshkru-
es té ndérgjegjésimit konsumator.

IX. Analiza Empirike

Implementimi i nismave té PSK dhe pub-
likimi i raporteve mbi to ka kosto pér njé
kompani. Késhtu, kompanité do té inves-
tonin né PSK vetém nése ato besojné se
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Along the analysis there will be tested the
positive linkage between CSR and finan-
cial performance. The arguments against
derive mainly from the neoclassical econo-
mists. As for their view, socially respon-
sible companies have a competitive dis-
advantage (Aupperle et al., 1985), since
they incur costs that fall directly upon the
bottom line and reduce profits, while these
costs could be avoided or borne by indi-
viduals or the government. Alternatively,
several empirical results reveal no signifi-
cant relationship between CSR and finan-
cial performance, supported by the argu-
ment that here are so many variables that
intervene between the two that a relation-
ship should not be expected to exist (e.g.,
Ullman, 1995). The third view proposes
that there is a positive relation, since the
actual costs of CSR are covered by the
benefits. A company that attempts to de-
crease its implicit costs through a socially
irresponsible behaviour, will eventually in-
cur higher explicit costs. Taking this into
consideration, the following hypotheses
are developed:

H1: Spending in CSR positively correlates
with financial performance;

H2: Internal CSR contributions (e.g. in-
vestment in staff or best practices) are as
important to financial performance as ex-
ternal CSR contributions (e.g. community
projects, social advocacy);

Through these hypothesisis we will be able
not only to examine the relationship be-
tween CSR spending, but also investigate
the effects of specific socially responsi-
ble activities. CSR practices are checked
against company performance in terms of
economic profits, sales, and market re-
turns to provide new insights into Albania’s
CSR development and its effect on com-
pany performance. Specifically, this study
is driven by the following objectives: 1) to
investigate the characteristics of compa-
nies that are more likely to engage in CSR
activities. CSR awareness in the business
community and the general public is low
(Blue Book, 2009). A better understand-
ing of the Albanian companies that publish
separate CSR reports may help to promote
the practice. 2) to explain the relationship
between CSR contributions and company

mund té derivohet vleré ekonomike nga
investimi. Pérgjaté analizés, do té testohet
lidhja pozitive midis PSK dhe performan-
cés financiare. Argumentet kundér, vijné
kryesisht nga ekonomistét neoklasiké. Si-
pas piképamjes sé tyre, firmat me pégje-
gjési sociale gézojné disavantazh konkuru-
es (Aupperle et al., 1985), megénése ato
marrin pérsipér kosto gé réndojmé mbi lin-
jén prodhuese dhe reduktojné pérfitimet,
kur né fakt kéto lloj kostosh mund té sh-
mangeshin apo té merreshin nga individét
apo geveria. Né ményré alternative, rezul-
tate té ndryshme empirike zbulojné lidhje
statistikisht té paréndésishme mes PSK
dhe performancés financiare, té& mbéshte-
tura nga argumenti se ekzistojné njé séré
variablash gé ndérhyjné midis tyre té ci-
lat ulin pritshmérité mbi korrelimin (e.g.,
Ullman, 1995). Piképamja e treté tregon
mbi njé lidhje pozitive, megénése kostot e
PSK-sé& mbulohen nga pérfitimet prej saj.
Njé firmé e cila pérpiget té reduktojé kos-
tot implicite me ané té sjelljes pérgjegjs-
hmeérisht sociale, eventualisht do té rrisé
kostot eksplicite. Duke konsideruar kété,
jané ngritur hipotezat e méposhtme:

H1: Shpenzimet pér PSK ndikojné poziti-
visht né performancén financiare;

H2: Kontributet e brendshme té PSK-sé
(psh. investimet pér stafin apo praktiat mé
cilsore) jané aq té réndésishme né per-
formancén financiara sa dhe kontributet
e jashtme té PSK-sé (psh. projektet peer
komunitetin, mbrojtja sociale);

Népérmjet hipotezave té tilla, jo vetém gé
do té ekzaminohet lidhja midis shpenzime-
ve pér PSK dhe performancés por edhe do
té investigohen efektet e aktiviteteve spe-
cifike té pergjegjésisé sociale. Praktikat e
PSK-ve kontrollohen kundrejt performan-
cés sé firmés né terma té pérfitimeve eko-
nomike, shitjeve, dhe kthimeve té tregut
pér té nxjerré né pah njohuri té reja mbi
zhvillimin e PSK-ve né Shqipéri dhe efek-
teve té tyre né performancés e firmave.
Specifikisht, ky punim ka objektiva si mé
poshté: 1) Té investigohen karakteristikat
e kompanive té cilat jané mé té prirura té
pérfshihen né aktivitetet e PSK-ve. Ndérg-
jegjésimi mbi to nga komuniteti i biznesit
dhe audienca publike éshté i varfér (Blue
Book, 2009). Njé kuptim mé i garté i kom-
panive shqiptare gé publikojné raporte té
vecuar mbi PSK-té mund té ndihmojé né
promovimin e praktikave té tyre. 2) Té
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performance. While numerous studies
have investigated this relationship, the re-
sults are inconclusive.

The implications of CSR programs on finan-
cial performance are estimated through
the following model:

Yy~ +ﬂCit+7’Tit+8it

The dependent variable Yy, - the growth
rate of ROA, ROE (Return on Equity), and
ROS (Return on Sales) - are controlled
through the CSR Composite Score variable
(captured in this term BC.), size, industry,
and debt structure (these three are shown
in the yT, term above). What is left is a
stochastic error term. All variables enter
the model in logarithmic form under the
safe supposition that the variables affect
financial performance nonlinearly. CSR
will be measured through a similar vari-
able to the KLD index. Each company will
be given a score based on the answers
to the questionnaire. The score will be a
composite score, where each question will
have a relative weight based on that ques-
tion’s relevance on CSR. Higher scores
mean that companies have stronger CSR
programs, and generally are perceived to
invest in socially responsible programs.
The fluctuations in this score will be then
confronted with fluctuations in financial
performance. If estimations reveal to be
unproductive, more direct CSR measures
will be used, such as total CSR spending
in real terms. To control for bias, the study
considered the type of industry the com-
pany belongs to (as probably manufactur-
ing companies, for example, have heavier
CSR programs than, say, service compa-
nies), size (bigger companies may tend
to adopt CSR programs much more easily
than smaller companies), and lastly, debt
structure (companies holding a lot of debt
may find it harder to engage in CSR in-
vestments). Prospects are for 40-50 com-
panies to be surveyed, and financial data
to be gathered for the last 5-8 years as
possible in each case. CSR is a new field in
Albania, and data are limited.

X. Conclusions

CSR is considered to be an essential and
effective component of driving a business
forward, though its importance varies by

shpjegohet lidhja midis kontributeve té
PSK-ve dhe performancés sé firmés. Teksa
njé numeér i gjeré studimesh kané investi-
guar kété lidhje, rezultatet jané gjithpérf-
shirése. Implikimet e programeve té PSK
né performancén financiare jané vlerésuar
me ané té modelit t¢ méposhtém:

V=@ HBCy+ Tt &i

Variabli i varur Y — niveli i rritjes sé ROA,
ROE, dhe ROS (kthimi mbi shitjet) - jané
kontrolluar me ané té variablit té vlerés
sé kompozuar (i matur né termin ﬁ’Cit),
pérmasés sé kompanisé, industrisé dhe
strukturés sé borxhit (kéto te tre tregohen
né termin yT.). Cdo faktor jashté analizés,
pérfshihet né termin e gabimit. Variablat
e futur né model kané formé logaritmike
nén supozimin se variablat shpjegues ndi-
kojné performancén financiare né ményré
jolineare. PSK do té matet népérmjet in-
deksit KLD. Cdo kompani do té vlerésohet
bazuar né pérgjigjet e vrojtimit me ané
té pyetésorit. Vlerésimi do té jeté i kom-
pozuar sipas peshimit relativ me ané té
pyetjes gé kérkon vilerésimin e PSK-sé né
kompani. Vlerésime té tjera tregojné se
kompanité pérdorin programe té konside-
rueshme PSK-je, dhe jané pérgjithésisht
té prirura té investojné né programe qé
induktojné pérgjegjésiné sociale. Luhatjet
né kété pikézim do té ndeshen mé luhatjet
né performancén financiare. Nése vlerési-
met rezultojné joproduktive, do té pérdo-
ren matje mé té drejtpérdrejta té PSK-sé,
si niveli total i shpenzimeve né terma real.
Pér té kontrolluar zhvendosjet e vlerésu-
esve (koeficentéve), éshté konsideruar né
punim rregullimi me ané té industrisé ku
kompania operon (kompanité prodhuese
zbatojné programe PSK-je me peshé mé
té madhe sesa kompanité e shérbime-
ve), pérmasés (firmat e médha tentojné
té adaptojné programet PSK mé lehté se
firmat e vogla), dhe sé fundmi, struktu-
ra e borxhit (kompanité gé rezultojné me
shumé borxhe, mund ta kené mé té vésh-
tiré té pérfshijné investime né kéto prog-
rame). Prepsektiva synon 40-50 kompani
si pjesé e vrojtimit, dhe té dhénat financi-
are té mblidhen pér 5-8 vitet e fundit si-
pas mundésisé né cdo rast. PSK éshté njé
fushé e re né Shqipéri e pér kété shkak té
dhénat jané té kufizuara.

X. Konkluzione

PSK-ja si element esencial por edhe dina-
mik né kushtet e té bérit biznes lexohet
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country. In the Albanian context, the CSR
comes as a new concept and lacks access
to implementation. Though it is assumed
that the return rate of CSR investments is
of worth, the fluctuations of costs versus
benefits lead to studies whether investing
in CSR programs positively affects the fi-
nancial performance of the company. The
relationship between CSR activities and fi-
nancial performance is examined through
the regressive analysis under certain as-
sumptions and specific measures. While it
is practically impossible to deduct the in-
fluence of CSR on Business Performance
directly, the influence of CSR activities on
different stakeholders can be measured.
The model is based on the assumption
that this effect is positive, although further
diagnosis and specifications in the future
may be of significance. Given the explora-
tory nature of this study, further research
is encouraged to examine the relationship
between CSR initiatives and financial per-
formance in other sectors and industries.

dhe perceptohet ndryshe ne vende té nd-
ryshme. Né Shqipéri, jo vetém gé konside-
rohet njé term i ri por edhe i kushtézuar.
Megjithaté, literatura sugjeron se né pe-
riudha afatgjata, investimi né PSK éshté i
kthyeshém pér sa kohé gé pérfitimet mbu-
lojné kostot. Né kété kontekst, firmat kané
nevojé té analizojné lidhjen midis PSK dhe
performancés financiare, kéndvéshtrimet
mbi té cilén induktojné efekt pozitiv, ne-
gativ dhe asnjanés. Analiza regressive kr-
yhet duke konsideruar efektin pozitiv té
PSK-sé né performancé. Problematikat li-
dhur me derivimin e efektit t& PSK, mund
té rregullohen nése specifikohet matja
dhe vlerésimi i PSK-sé, jo vetém mé ané
té vlerés sé kompozuar té pérfshirjes né
té, por edhe me tregues sektorialé gé fa-
vorizojné analizén. Edhe psé né ende né
fazé pilotimi, specifikimi i variablave kér-
kon kohé dhe koherencé né vilerésim. Né
njé punim tjetér mund té kryhet e ploté
analiza regresive me interpretimet pér-
katése dhe gjetjet kryesore, né funksion
té hipotezave.
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