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Corporate social responsibility (CSR) is a current topic in the business world and the 

importance of responsibility issues is growing rapidly. In an increasingly globalized 

world, understanding the impact of national culture also plays an important role. The 

aim of the study is to analyze how cultural and institutional differences affect CSR 

performance in the banking industry. The study analyzes the impact of culture through 

six cultural dimensions which are large versus small power distance, individualism 

versus collectivism, masculinity versus femininity, strong versus weak uncertainty 

avoidance, long-term versus short-term orientation and indulgence versus restraint. 

The empirical part of the study was executed by using a quantitative research method 

and the models were implemented by multiple linear regression analysis. 

 

The study found a negative relationship between CSR performance and large power 

distance, masculinity and GDP per capita. The study found a positive relationship 

between CSR performance and individualism. However, the study did not find any 

relationship between CSR performance and uncertainty avoidance, long-term 

orientation or indulgence. 
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Yritysvastuu (CSR) on ajankohtainen aihe yritysmaailmassa ja 

vastuullisuuskysymysten merkitys kasvaa nopeasti. Yhä globalisoituvassa 

maailmassa myös kansallisen kulttuurin vaikutuksen ymmärtäminen on tärkeässä 

roolissa. Tämän tutkielman tavoitteena on selvittää, miten kulttuuriset ja 

institutionaaliset tekijät vaikuttavat CSR suorituskykyyn pankkialalla. Tutkielmassa 

analysoidaan kulttuurin vaikutusta kuuden kulttuurisen ulottuvuuden avulla, jotka ovat 

suuri vs. pieni valtaetäisyys, individualismi vs. kollektivismi, maskuliinisuus vs. 

feminiinisyys, voimakas vs. heikko epävarmuuden välttäminen, pitkäaikainen vs. 

lyhytaikainen suuntautuminen sekä hemmottelu vs. hillitseminen. Tutkielman 

empiirinen osuus toteutettiin kvantitatiivisella tutkimusmenetelmällä ja mallit estimoitiin 

regressioanalyysien avulla. 

 

Tutkielman tulokset osoittivat negatiivisen suhteen CSR suorituskyvyn ja suuren 

valtaetäisyyden, maskuliinisuuden ja BKT:n asukasta kohden välillä. Tutkielmassa 

löydettiin positiivinen suhde CSR suorituskyvyn ja individualismin välillä. Tutkielmassa 

ei kuitenkaan havaittu mitään suhdetta CSR suorituskyvyn ja epävarmuuden 

välttämisen, pitkäaikaisen suuntautumisen tai hemmottelun välillä. 
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1. INTRODUCTION 

Corporate social responsibility (CSR) is a current topic in the business world and the 

importance of responsibility issues is growing fast. Nowadays, besides the operational 

activities, companies are expected to take care of their economic, social and 

environmental responsibilities. Companies neglecting their responsibilities suffer from 

serious consequences. Accounting scandals over the past two decades have also 

increased stakeholder awareness of CSR (Kiliç 2016). An example of a recent scandal 

in the banking sector is Nordea’s Panama papers.  Panama papers leaked information 

of Nordea’s activity in offshore structures in tax havens (Gottschalk 2016). 

Transparency is essential for the implementation of CSR (Dubbink, Graafland & van 

Liedekerke 2008) and the public felt that Nordea’s actions were not transparent with 

the Panama papers. This led to Nordea’s brand image and reputation being damaged 

(Arola 2016). 

 

Another big incident recently is Volkswagen’s emissions scandal. Volkswagen violated 

the emissions regulations and Environmental Protection Agency (EPA) issued a notice 

of violation to Volkswagen (EPA 2017). This notice caused Volkswagen legal, ethical 

and practical consequences (Cavico & Mujtaba 2016). The scandal caused 

Volkswagen’s stock price to drop and Volkswagen reported its worst financial 

performance ever (Winton 2016). Besides the financial consequences, the CSR 

scandals damage companies’ reputation and brand image as happened with Nordea’s 

Panama papers. CSR has been examined to influence customers’ loyalty and retention 

(Oladimeji, Adebayo & Ogunshola 2017). Therefore, social responsibility is vital for a 

company to remain competitive and these scandals have taught us that neglecting 

social responsibilities can have sweeping consequences.  

 

CSR has become a relevant issue also in the banking industry. For example, the 

financial projects of banks may have negative impacts socially and environmentally 

(Sobhani, Amran, & Zainuddin 2012). Banking institutions are seen to be more credible 

and customers have more positive CSR image if the company has altruistic, extrinsic 

or ethical motivations when preparing CSR initiatives (Pérez & del Bosque 2015). 

Therefore, companies should concentrate to the public benefit of the stakeholders 
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when maintaining their CSR performance. In the other words, if company’s CSR 

actions are seen to be motivated by egoist reasons, company loses its credibility which 

leads to the deterioration of CSR image (Pérez & del Bosque 2015). In conclusion, 

CSR issues are relevant in every industry and companies cannot afford to neglect their 

social responsibilities. 

 

In a globalizing world, the impact of culture is emphasized. Working with cultural issues 

is part of the daily activities for many businesses. Culture is a powerful factor and it 

has a significant impact on different societies, organizations and people. Therefore, it 

is understandable that culture also has an impact on companies’ CSR practices. As 

these two themes, CSR and culture, are in a growing position in the business world, it 

is important to understand the effect of these factors on each other. 

1.1 Objectives, research problems and delimitations 

The aim of the study is to analyze how cultural and institutional differences affect CSR 

performance. In the study, CSR is approached through definitions and concepts. The 

impact on CSR performance is examined in selected aspects and the results are 

compared in different areas. The importance of culture is growing and national culture 

has a major impact on organizational practices. This study helps us to understand how 

culture impacts on CSR performance. 

 

The study aims to answer the following research question: 

 

• How cultural and institutional differences affect CSR performance? 

 

The sub-questions aim to identify the impact of culture on CSR performance from 

different perspectives. These selected perspectives are based on Hofstede’s work on 

cultural dimensions. Hofstede evaluates cultures through six cultural dimensions which 

are: 

 

• Large Power Distance versus Small Power Distance 

• Individualism versus Collectivism 

• Masculinity versus Femininity 
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• Strong Uncertainty versus Weak Uncertainty Avoidance 

• Long-term Orientation versus Short-term Orientation 

• Indulgence versus Restraint 

 

With these cultural dimensions, culture can be viewed versatile from different 

perspectives. To support the main research question, this study to aims to answer the 

following sub-questions: 

 

• How CSR performance is affected by  

o Power distance 

o Individualism 

o Masculinity 

o Uncertainty avoidance 

o Long-term orientation 

o Indulgence 

o Gross domestic product per capita? 

 

Delimitations are necessary to keep the study focused on a specific phenomenon and 

to avoid cursory overview of the topic. In this study, the delimitations are based on 

cultural, institutional and industrial factors. The chosen industry in this research is the 

banking sector.  The banking industry was chosen because today CSR is also relevant 

to the companies operating in the banking industry even though it was not the first 

industry to face responsibility issues.  Research in this industry is needed, for example, 

for stakeholders. Although CSR has been a trendy research topic, previous research 

has not managed to examine the impact of culture on CSR in the banking industry. 

Hence, there is a research gap for this study. This study aims to examine the influence 

of cultural factors and deepen the research on the topic. This study analyzes culture 

and CSR through Hofstede’s cultural dimensions. Previous studies have included 

cultural dimensions into the research of culture and CSR but they have only considered 

the four original dimensions. Therefore, there is a research gap for a study that also 

includes two newer dimensions. 
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1.2 Theoretical framework of the study 

Figure 1 describes the theoretical framework of the study. The broader line in the 

theoretical framework of this study is CSR. Definitions, concepts and theories of CSR 

construct a major part of the theoretical background of this study.  Carroll’s (1999) and 

Dahlsrud’s (2008) studies build a base for CSR definition which is a crucial component 

of the theoretical part of the study. Theories, such as CSR pyramid, triple bottom line, 

legitimacy theory, stakeholder theory and institutional theory, are used to support this 

study. Carroll (1991) created a model of CSR pyramid and Elkington (1994) created 

the triple bottom line (TBL) approach. Both theories examine the different levels and 

aspects of CSR. These theories are useful in this study in order to understand the 

theory behind different aspects of CSR.  

 

 
Figure 1. Theoretical Framework of the Study  

CSR
- CSR	Pyramid

- Triple	Bottom	Line
- Legitimacy,	Stakeholder	&		Institutional	Theories

Measuring	CSR	Performance
- Environment,	Employees,	Community	&	Governance

CSR	in	the	Banking	Industry

CSR	and	Culture
- Cultural	Dimensions

The	Impact	of	Culture		on	CSR	in	the	Banking	Industry
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Studies by Deegan (2002) and Fernando and Lawrence (2014) are important for 

legitimacy theory and stakeholder theory. DiMaggio’s and Powell’s (1983) study is the 

foundation of the institutional theory. These theories evaluate the relationships 

between organizations, environment, society and stakeholders and are useful in this 

study many ways. For example, institutional theory may explain why different 

organizations in the same area may have similar CSR policies. In this study, the 

measurement of CSR performance focuses on the environment, employees, 

community and governance, which are CSRHub’s classifications (CSRHub 2017c). 

 

The study focuses on CSR issues especially in the banking industry. A previous 

research on CSR in the banking industry is relatively new. Studies by Douglas, Doris 

and Johnson (2004), Sobhani, Zainuddin, Amran and Baten (2010), Senthikumar, 

Ananth and Arulraj (2011), Sobhani et al. (2012) and Pérez and de Bosque (2015) 

specialize in CSR issues in the banking industry and thus, play an important role in the 

theoretical framework of this study. KPMG’s annual survey on CSR (2017) is also an 

important part of the theoretical basis of the study. The survey helps to determine the 

level of CSR especially in the banking sector. 

 

In terms of culture, Hofstede’s (1984) cultural dimensions are the main foundation for 

the theory. The theory also addresses the criticism of Hoftede’s work (McSweeney 

2002; Fang 2003) and studies that utilize Hofstede’s work in further research (Gray 

1988). To deepen the study in terms of geographic, cultural and institutional 

differences, it is important to get acquainted with the studies on CSR and cultural and 

geographic environments. Studies by Ioannou and Serafeim (2012) and Hartmann and 

Uhlenbruck (2015) create a part of a theoretical framework for CSR and culture. Ringov 

and Zollo (2007), Ho, Wang and Vitell (2012), Peng, Dashdeleg and Chih (2014) and 

Thanetsunthorn (2014) have studied the relationships between CSR and the cultural 

dimension. Therefore, these studies have a great importance in this study. Finally, the 

theoretical part of the study ties together the theory of the impact of culture on 

corporate social responsibility.  
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1.3 Research method and data 

The empirical part of the study is implemented by using a quantitative research 

methodology. The quantitative research method focuses on numerical data and it uses 

statistical, mathematical and numerical measurements to analyze the phenomenon 

(USC Libraries 2017). The research process has different phases and this study is 

executed by following the steps presented in Figure 2. The research process starts 

with identifying the research problem. In this study, the research problem is presented 

in the introduction chapter. The second step is to examine the literature and previous 

studies. For this study, the previous literature and research of the topic is reviewed in 

the theoretical part of the study in chapter 2. Next, it is necessary to define the purpose 

of the research and collect the research data. The next step in the research process is 

data analysis and interpretation. These steps are covered in the empirical part of the 

study. The final step of the quantitative research process is reporting and evaluation 

of the research. This phase of the research process is addressed at the end of this 

study. With these steps, the study can be completed purposefully and consistently. 

 

 
 
Figure 2. Steps of the Quantitative Research (Fischler 2017) 

Identify	the	
Research	
Problem

Review	the	
Literature	
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Research	
Purpose
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In this study, the quantitative approach is secondary data analysis, which means that 

someone else has originally collected the data (Statistics Solutions 2017). The data of 

the study is collected from CSRHub database (CSRHub 2017a), Hofstede Insights 

platform (Hofstede Insights 2018a) and the indicators of the World Bank (2018). 

CSRHub provides information of the level of CSR in different companies. CSRHub 

(2017b) rates companies on a scale of 1-100, with 100 being the best rating. The 

ratings are often clustered around 50, but this study helps to determine whether there 

are cultural differences in these ratings. CSRHub gives an overall rating of CSR for 

each company, but the overall rating consists of four different categories. These 

categories are Environment, Employees, Community and Governance (CSRHub 

2017c). Different aspects of CSR enable extensive review of the companies’ CSR 

performance. Companies have been ranked equally based on the same variables, 

which makes the comparison of different regions valid. With all these categories and 

subcategories, CSR performance of companies can be evaluated thoroughly.  

 

Hofstede Insights provides information on cultural dimensions at national level. The 

values are based on Hofstede’s revolutionary work on cultural dimensions which are 

Large Power Distance versus Small Power Distance, Individualism versus 

Collectivism, Masculinity versus Femininity, Strong Uncertainty versus Weak 

Uncertainty Avoidance, Long-term Orientation versus Short-term Orientation and 

Indulgence versus Restraint. Besides the cultural factors, this study also considers 

some institutional factors of the countries. In this study, the institutional factor chosen 

to be examined is gross domestic product (GDP) per capita. GDP per capita indicates 

the country’s performance and helps analyze countries at national level. By analyzing 

cultural and institutional factors, conclusions can be drawn from culture’s impact on 

CSR. 

1.4 Structure of the study 

The study is divided into five chapters and the chapters have multiple subtitles. The 

structure of the study follows the traditional standard of empirical studies. The study 

begins with an introduction chapter which determines the motivation and objectives of 

the study. This chapter presents the research questions and determines the theoretical 

framework of the study. The introduction chapter also introduces the research method 

and material. The second chapter of the study is a theoretical part. This section covers 
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previous studies and their results. To get acquainted with previous studies is crucial to 

successful research. Firstly, the theoretical part of the study focuses on models, 

definitions and theories of CSR. The theories discussed in more detail are CSR 

pyramid, triple bottom line, legitimacy theory, stakeholder theory and institutional 

theory. Secondly, this chapter evaluates the measurement of CSR performance 

through environment, employees, community and governance. Thirdly, this chapter 

concentrates on CSR in the banking industry. Next, the focus is on the impact of 

cultural and geographic environment on CSR. The last part of this chapter is the 

creation of hypotheses. 

 

The third chapter is the beginning of the empirical part of the study. The third chapter 

defines and analyzes the research method used in this study. This chapter also 

includes data description and collection. The fourth chapter presents the results 

obtained and includes a discussion about them. The results are analyzed through the 

perspectives presented in the sub-questions of the research. The fifth and final chapter 

summarizes the findings of the study. The last chapter also discusses the reliability of 

the study and possible future research proposals. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

16 

2. CORPORATE SOCIAL RESPONSIBILITY AND 
CULTURE 

This chapter focuses on the concepts and theories behind CSR. Even though CSR is 

a trending topic nowadays, its roots extend far into history (Carroll 1999; Moura-Leite 

& Padgett 2011). Carroll (1999) notes that the concern of CSR has appeared since 

1930s and 1940s. But probably the greatest breakthrough in the history of CSR 

terminology was Bowen’s book “Social Responsibilities of the Businessman” (1953). 

After this fundamental publication, the discussion about CSR issues increased 

significantly. According to Moura-Leite and Padgett (2011), CSR research has had 

several different phases over the past 60 years. The period from the 1950s to the 

present is known as the modern era of social responsibility (Carroll 1999). Moura-

Leite’s and Padgett’s (2011) findings show that in the 1950s, the concentration was 

mainly on social responsibilities of the companies. At that time, companies aimed to 

have a positive social impact on society.  

 

In the 1960s, CSR literature expanded considerably and it aimed to explain what CSR 

means (Carroll 1999). In the 1980s, traditional management tools in CSR issues were 

excluded when companies became more responsive to their stakeholders (Moura-

Leite & Padgett 2011). Also, research on CSR theories and alternative themes, such 

as corporate social performance (CSP) and business ethics, increased during the 

1980s (Carroll 1999). The study by de Bakker, Groenewegen and den Hond (2005) 

confirms this phenomenon by proving that after mid-1980s theoretical studies began 

to dominate over descriptive studies. During the 1990s, CSR became a well-known 

topic worldwide and finally, in the 2000s, CSR became an essential strategic issue for 

companies (Moura-Leite & Padgett 2011). 

 

Currently, CSR is not just a sideline activity for companies and it has changed from an 

optional activity to an obligation (Krisnawati, Yudoko & Bangun 2014). This is due to 

many different reasons, such as increasing awareness of sustainability issues and 

demands from stakeholders. In addition to external factors, companies also have 

internal incentives to engage in CSR. CSR does not only benefit the community, it can 



 

 

17 

also develop the company’s wealth (Krisnawati et al. 2014).  The relationship between 

CSR and financial performance has been studied a lot, and some studies have found 

a positive relationship between these two factors (Lin, Yang & Liou 2009; Chen & 

Wang 2011; Torugsa, O'donohue, & Hecker 2012). This encourages companies to 

invest in CSR activities. Vice versa, poor control of CSR may weaken the company’s 

financial performance as mentioned before in the Volkswagen case. 

2.1 Models and definitions of CSR 

CSR is a wide topic and therefore, CSR can be defined differently in different contexts. 

For example, CSR definitions can be different in the corporate world and the academic 

world (Dahlsrud 2008). Dahlsrud (2008) notes that the confusion around the definition 

of CSR can potentially create problems. In the 1950s, the commonly used term was 

social responsibility (SR) rather than CSR (Carroll 1999). Over the years, the 

definitions of CSR have increased and expanded but there is not one definition over 

the others. According to Carroll (1999), CSR definitions expanded the most during the 

1960s and the number of definitions grew rapidly during the 1970s. This large number 

of CSR definitions may cause problems when companies understand and implement 

their social responsibilities differently. Van Marrewijk (2003) states that the definitions 

of CSR are often biased towards specific interests because different groups align CSR 

to fit their own situations and needs. Sheehy (2015) explains the complexity of CSR 

definition due to its complex nature. The definition of CSR is based on ecology, society 

and economic systems which are all complex and wide concepts (Sheehy 2015). 

Complexity and different objectives make it difficult to create one globally accepted 

definition of CSR.  

 

Dahlsrud’s (2008) study shows that even though there is no universal definition of 

CSR, there are five dimensions which combine several different definitions of CSR 

together. These five dimensions are voluntariness, stakeholder, social, environmental 

and economic (Dahlsrud 2008). Sarkar’s and Searcy’s (2016) study supports 

Dahlsrud’s findings about the dimensions underpinning CSR. Sarkar and Searcy found 

four similar dimensions as Dahlsrud which are economic, social, stakeholders and 

voluntary. The findings of Sarkar and Searcy also include dimensions ethical and 

sustainability. Sarkar and Searcy criticized Dahlsrud for adding ethics to the same 
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dimension with voluntariness. But overall, these two studies support each other’s 

findings about the definitions of CSR.   

According to Crowther and Aras (2008), the three main principles of CSR are 

sustainability, accountability and transparency. With sustainability, Crowther and Aras 

mean that society uses resources in the way that resources remain in the future.  

Accountability suggests that organizations recognize their internal and external 

impacts on the environment and organizations take responsibility for these impacts 

(Crowther & Aras 2008). Dahlsrud (2008) also emphasizes this phenomenon and 

notes that companies must understand that their operations have not only economic 

impacts. The European Commission also shares this perception of the definition of 

CSR. The European Commission (2017) defines CSR as “the responsibility of 

enterprises for their impact on society”. With transparency, Crowther and Aras (2008) 

mean that the organization must report on the external impacts its actions have 

caused. 

 

The debate on the concept of CSR does not end with the definitions of CSR. Several 

models and theories have been created to understand and analyze the concept of CSR 

better. One of the earliest and the best-known CSR models is the pyramid of CSR 

created by Carroll (1991). Many subsequent studies have applied this model. Another 

well-known model related to CSR is the triple bottom line (TBL). According to Garriga 

and Melé (2004), CSR theories can be divided into four different groups: instrumental 

theories, in which organizations are viewed as instruments to create economic wealth; 

political theories, which focus on the power of organization in society and a responsible 

use of this power in the political territory; integrative theories, in which the organization 

aims to respond social demands; and ethical theories, in which the focus is on ethical 

responsibilities of organizations to society. Well-known CSR theories are legitimacy 

theory, stakeholder theory and institutional theory.  

2.1.1 CSR pyramid 

Archie B. Carroll is one of the pioneers in CSR research. In 1991, Carroll created the 

pyramid of CSR which explains the responsibilities of the CSR definition. Carroll’s CSR 

pyramid is presented in figure 3. The pyramid is divided into four categories. The 

baseline of the pyramid is economic responsibilities. Economic responsibility is a 
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fundamental requirement for companies. Society requires companies to be profitable 

and create economic wealth. Originally, companies are making the goods and services 

that society wants and demands. When companies make profit, they benefit all their 

stakeholders. Profits also allow companies to reinvest them back into the business and 

enable their business to grow.  

 

The second level of the pyramid is legal responsibilities. Businesses must follow 

certain rules when they operate. Lawmakers at federal, state and local levels have 

established many laws and regulations for businesses. Society requires companies to 

comply with the law and companies are expected to fulfill their legal responsibilities to 

stakeholders. But accomplishing the legal responsibilities which society requires is not 

yet enough. Societies feel the laws are necessary, but not sufficient. Thus, companies 

must take ethical responsibility in their actions even though it is not required by law. 

This leads us to the third level of the pyramid which is ethical responsibilities. 

Companies performance must be in line with moral rights and ethical norms. 

Companies must acknowledge that business integrity and ethical behavior require 

more than just laws and regulations. Companies should do what is just and fair and 

they should avoid causing harm to society.  

 

The top level of the pyramid is philanthropic responsibilities. Corporate philanthropy 

involves voluntary or discretionary business operations. These operations are not 

required by law or expected in an ethical sense. This means that a company wants to 

do good to society and be a good corporate citizen. These gifts to society can be, for 

example, product donations or community development. In conclusion, the economic 

and legal responsibilities are required by society, the ethical responsibilities are 

expected by society and the philanthropic responsibilities are desired by society. 

(Carroll 1991; Carroll 2016) 
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Figure 3. Pyramid of CSR (Carroll 1991; 2016) 
 

Carroll’s (1991) pyramid of CSR has inspired other researchers to take a stand on it. 

Nalband and Keladi (2014) have redesigned the CSR pyramid, and Baden (2016) 

created a new version of CSR pyramid for the 21st century. Carroll himself has also 

made another study on the CSR pyramid in 2016. These studies were created because 

the original pyramid of CSR was created in 1991 and a new review of the accuracy of 

the pyramid was needed in a changing world. The purpose of Nalband’s and Keladi’s 

(2014) study was to create a universal model of CSR pyramid and to answer to the 

criticism of the original model. Baden’s (2016) paper aimed to update and review CSR 

pyramid because the role of businesses in society has changed over the years.  

 

Nalband and Keladi (2014) modified the original model by changing legal 

responsibilities to the bottom of the pyramid before economic responsibilities.  They 

also highlighted that the beliefs, values and assumptions of people in different 

businesses and environments impact on implementing social responsibilities (Nalband 
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& Keladi 2014). Baden (2016) changed the original CSR pyramid more than Nalband 

and Keladi did (2014). The results of Baden’s (2016) study showed that ethical 

responsibilities should be number one priority on the bottom of the pyramid. The 

second priority after ethical responsibilities is legal responsibilities and the third priority 

is economic responsibilities (Baden 2016). Carroll (2016) emphasizes that the CSR 

pyramid should be seen as a whole rather than separate sections.  Carroll (2016) also 

suggests that the four strong dimensions of CSR will remain in the future.  

2.1.2 Triple bottom line 

John Elkington (1994) created an innovative accounting framework for measuring 

business performance. This model is called triple bottom line (TBL) (Elkington 1994). 

Elkington’s framework went beyond the traditional methods for measuring 

performance, such as profits and return on investment (Slaper & Hall 2011). The 

traditional methods to measure performance focused on companies’ economic 

performance and neglected other aspects. Increased awareness of CSR issues has 

raised criticism of using profit as a comprehensive measure of company’s performance 

(Hackston & Milne 1996). TBL gave companies more possibilities to evaluate their 

performance at different levels. TBL consists of three aspects which are economic, 

social and environmental (Elkington 1994). The method suggests that all these aspects 

should be reported equally (Gray & Milne 2004). The three dimensions of TBL are also 

known as the three Ps: people, planet and profits (Slaper & Hill 2011). According to 

Colbert and Kurucz (2007), more and more companies have adopted TBL in their 

public reporting. In the late 1990s and early 2000s, the TBL approach and reporting 

gained great popularity in corporate management, measurement and reporting 

processes (Milne & Gray 2013). An absolute advantage of TBL is its flexibility for the 

needs of different organizations (Slaper & Hill 2011). According to Slaper and Hill 

(2011), TBL accounting has been popular among for-profit, non-profit and government 

sectors.  

 

TBL as a concept may not sound complicated. According to Slaper and Hill (2011), the 

definition of TBL is relatively clear, but measuring it is the problematic part. The first 

problem faced when measuring TBL is that the different aspects of TBL do not have a 

common unit (Slaper & Hill 2011). Slaper and Hill suggest solving this problem by 
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monetizing all dimensions or using an index. The three aspects of TBL include several 

measures. Economic sustainability is generally best understood of the three 

dimensions (Gimenez, Sierra & Rodon 2012). The economic aspect of TBL includes 

traditional annual financial reports which show how the company has benefited 

investors (Cheney 2004). Economic responsibility also includes the market presence 

of the company and indirect economic impacts (Wilson 2015). The social aspect of 

TBL shows how the company has benefited society (Cheney 2004). Social measures 

relate to education, equity, health and well-being, quality of life and social capital 

(Slaper & Hill 2011). Social responsibility also includes employees working conditions, 

safety issues, human rights and product responsibility (Wilson 2015). The baseline of 

environmental responsibility is how companies use energy and other resources and 

what companies’ operations are leaving behind in the environment (Gimenez et al. 

2012).  The environmental aspect of TBL shows how the company has made 

environmentally friendly decisions by minimizing pollution and ensuring the sustainable 

use of natural resources (Cheney 2004). Environmental sustainability is often 

associated with reduction of waste, pollution and emission, energy efficiency, reduced 

consumption of hazardous, harmful or toxic substances and the avoidance of 

environmental accidents (Gimenez et al. 2012). 

 

Despite its great popularity, TBL has also received criticism. Norman and MacDonald 

(2003) claim that the language of TBL promises more than it delivers. They do not 

understand the popularity of the TBL approach and why it has spread among not only 

CSR activists but also among big multinational companies (Norman & MacDonald 

2003). They believe that “vague and literally meaningless principles”, such as TBL, 

serve best hypocritical companies and not those who are willing to add CSR into their 

corporate culture (Norman & MacDonald 2003, 257). Moses Pava (2007) responded 

to Norman’s and MacDonald’s critique about TBL. Pava (2007) agrees that there are 

some limitations to TBL accounting and that the topic has been lacking literature 

research, but he thinks Norman’s and MacDonald’s criticism is deeply faulty. Pava 

suggests that TBL is a step in the right direction because it puts the concept of 

accountability back into accounting. TBL also gives more ethical information about 

companies than traditional annual reports (Pava 2007). According to Raar (2002), the 

TBL reporting approach significantly increases information on companies’ annual 

reports. Several organizations, such as Global Reporting Initiative and AccountAbility, 
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have promoted and approved the TBL (Norman & MacDonald 2003). These 

organizations encourage other businesses to take TBL into their reporting. Changing 

circumstances are giving companies more pressure to be sustainable, and thus the 

TBL approach is expected to remain strong in the future. 

2.1.3 Legitimacy theory, stakeholder theory & institutional theory 

There are many theories related to CSR, but there is not yet a generally accepted 

theoretical framework for corporate social accounting (Hackston & Milne 1996). The 

three main theories often appearing in CSR literature are called legitimacy theory, 

stakeholder theory and institutional theory. All these three theories have similarities 

and they are interconnected but they complete each other rather than compete 

(Fernando & Lawrence 2014). Legitimacy theory, stakeholder theory and institutional 

theory have a similar ontological view and they include almost identical terms (Chen & 

Roberts 2010). Because they are social and political theories, they have more ability 

to provide an innovative theoretical view of CSR practices than purely economic 

theories (Fernando & Lawrence 2014). All three theories are systems-oriented theories 

(Deegan 2002). According to Gray, Owen and Adams (1996, 45) system-oriented 

perspective “permits us to focus on the role of information and disclosure in the 

relationship(s) between organisations, the state, individuals and groups”. From a 

system-orientated view, entity affects and influences the society in which it operates 

(Deegan 2002).  

 
The perspective of legitimacy theory is that society, politics and economics are 

inseparable, and companies are part of a wider social system (Deegan 2002). 

According to Hahn and Kühnen (2013), legitimacy theory suggests that the existence 

of an organization requires an approval from society. Thus, one of the main features 

of legitimacy theory is the concept of a social contract (Deegan 2002).  The social 

contract is between companies and society, and it refers to whether the company 

operates in accordance with society’s expectations (Fernando & Lawrence 2014). The 

company maintains its legitimacy if it complies with the rules and expectations of 

society. However, the company’s legitimacy is threatened if society feels that the 

company does not operate in an acceptable manner (Hahn and Kühnen 2013). This 

will lead to so-called legitimacy gap (Fernando & Lawrence 2014). According to 

Fernando and Lawrence (2014), reasons leading to a legitimacy gap can be, for 
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example, financial scandals, major accidents or other incidents affecting the reputation 

of a company.  

Breaching the social contract can lead to consumers boycotting the company’s 

products, reducing the company’s financial capital, stakeholders demanding the 

government to fine the company or change the law to prohibit the company’s 

unpleasant actions (Chan, Watson & Woodliff 2014). To recover from breaching its 

social contract the company must implement a proper legitimization strategy 

(Fernando & Lawrence 2014). According to Deegan (2002), the terms of the social 

contract cannot be accurately identified and managers can have different views about 

the terms. The terms of the social contract can be explicit or implicit (Fernando & 

Lawrence 2014). The explicit terms of the contract are the legal requirements and the 

implicit terms of the contract include non-legislated expectations of society (Deegan 

2002). However, societal values may change over time and companies must 

constantly demonstrate the legitimacy of their actions and show that they are good 

corporate citizens (Chan et al. 2014).  

 
The major difference between legitimacy theory and stakeholder theory is how the 

society viewed. In the legitimacy theory, society is seen as a whole, while in the 

stakeholder theory, society is considered to consist of various stakeholder groups 

(Deegan & Blomquist 2006). Instead of the relationship between the company and 

society, stakeholder theory focuses on the relationship between the company and its 

stakeholders (Fernando & Lawrence 2014). Freeman and Reed (1983, 91) define 

stakeholder to be “any identifiable group or individual who can affect the achievement 

of an organization's objectives or who is affected by the achievement of an 

organization's objectives”. Stakeholders can be divided into primary and secondary 

stakeholders. According to Clarkson (1995), primary stakeholders are those whose 

participation company needs to survive, for example, investors, employees, customers 

and suppliers. Secondary stakeholders are the ones who affect or are affected by the 

company but are not necessary for the company’s survival (Clarkson 1995).  

 

Stakeholder theory recognizes that the impact of each stakeholder group on the 

company is different (Chen & Roberts 2010). According to Chen and Roberts (2010), 

the expectations of different stakeholder groups are diverse and sometimes 

contradictory. Stakeholder theory includes both ethical (normative) branch and 
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managerial (positive) branch (Fernando & Lawrence 2014). The ethical branch 

emphasizes how companies should treat its stakeholders (Deegan 2002). It suggests 

that managers should pursue to benefit all its stakeholders equally (Hasnas 1998). On 

the contrary, the managerial branch suggests that the company is more likely to benefit 

its economically powerful stakeholders than all of them (Fernando & Lawrence 2014).  

 

Institutional theory resembles legitimacy theory but focuses on the relationship 

between the environment and the organizations (Chen & Roberts 2010). The aim of 

institutional theory is to explain why organizations tend to be homogenous (DiMaggio 

& Powell 1983). According to this theory, organizations change their structure and 

behavior to match external expectations of acceptable and legitimate forms or 

structures (Deegan 2002). Institutional theory has two dimensions which are 

isomorphism and decoupling (Fernando & Lawrence 2014). According to DiMaggio 

and Powell (1983), the concept of isomorphism best describes the process of 

homogenization. There are three different processes for institutional isomorphism 

which are coercive isomorphism, mimetic isomorphism and normative isomorphism 

(DiMaggio & Powell).  

 

Coercive isomorphism is pressure related to external factors, for example, government 

policies or the impact of shareholders and employees (Fernando & Lawrence 2014). 

Coercive isomorphism is due to both formal and informal pressures of other 

organizations and the cultural expectations of society (DiMaggio & Powell 1983). For 

example, laws are coercive isomorphism forces (Martínez-Ferrero & García-Sánchez 

2017). Sometimes, organizational change can be attributed to government mandate, 

such as new pollution controls to comply with environmental legislation (DiMaggio & 

Powell 1983). Mimetic isomorphism is related to organizations copying others 

(Fernando & Lawrence 2014). Pressure to copy others often prevails in uncertain 

situations (Martínez-Ferrero & García-Sánchez 2017). Normative isomorphism is 

pressure arising from common values and norms to adopt specific organizational 

practices (Fernando & Lawrence 2014). Normative isomorphism is primarily due to 

professionalism (DiMaggio & Powell 1983).  

 

All three isomorphic processes lead organizations to be homogenous by adopting 

similar structures and practices (Fernando & Lawrence 2014). The baseline of 
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institutional theory is that organizations will cope with pressures arising from their 

institutional environments and adopt socially accepted structures (Carpenter & Feroz 

2001). The second dimension of institutional theory, decoupling, refers to the 

difference between the external image of a company and its actual structures because 

the actual practices of a company may not be the same as external expectations 

(Fernando & Lawrence 2014).  

 

According to Chen and Roberts (2010), institutional theory may not be enough to 

explain the changes in social expectations. Other theories, such as legitimacy theory 

and stakeholder theory, are needed to complement the understanding of social 

transitions (Chen & Roberts 2010).  Thus, legitimacy theory, stakeholder theory and 

institutional theory are three overlapping theories that complement each other and they 

should not be treated as completely separate theories. 

2.2 Measuring CSR performance  

According to Carroll and Shabana (2010), CSR is still a popular term even though 

many competing terms, such as corporate citizenship and business ethics, have been 

created. Another term which has gained popularity is corporate social performance 

(CSP). CSP deals with the harms and benefits the company has caused to its larger 

environment, including the social, cultural, legal, political, economic and natural 

dimensions (Wood 1991). CSP includes both the descriptive and normative aspects of 

the area, and it seeks to explain what companies have achieved through CSR policies 

and practices (Carroll & Shabana 2010). CSP helps to manage CSR by highlighting 

the results of socially responsible initiatives (Agudo Valiente, Ayerbe & Figueras 2012). 

Monitoring the impacts of CSR is particularly important for CEOs, CFO’s, corporate 

boards and business executives (Carroll & Shabana 2010). CSR and performance 

measurement (PM) are both important issues for corporate management. According 

to Speziale and Klovienė (2014), institutional theory could be useful for managers to 

have a better understanding of PM and CSR. Institutional theory may allow the 

managers to identify institutional processes and their impacts as well as understand 

the impact of the institutional environment on opportunities and limitations (Speziale & 

Klovienė 2014).  
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Currently, there are several methods for measuring CSP, such as SA8000, the Global 

Compact and the Global Reporting Initiative (Agudo Valiente et al. 2012). However, 

the lack of consistency and consensus between these mechanisms makes it difficult 

to compare the information they provide (Quiroz-Onate & Aitken 2007). Therefore, the 

data used in this study is collected from a single database, CSRHub, to ensure a fair 

comparison between the different regions. Companies can implement CSR in different 

ways and this is one of the reasons why the level of CSR performance may vary in 

different companies and regions. (Quiroz-Onate & Aitken 2007). CSR implementation 

may differ, for example, due to different cultural and institutional backgrounds. 

 

In this study, the aspects used to examine companies’ CSR performance are 

environment, employees, community and governance. As mentioned before, these 

categories are based on CSRHub’s classifications. The environment category covers 

companies’ interactions with a wider environment. This includes the use of natural 

resources and the impact of companies on the planet’s ecosystem. This category 

assesses the environmental performance of companies in accordance with 

environmental regulations and policies. This category measures how effectively 

companies tackle climate change through appropriate policies and strategies, energy-

efficient operations, and the development of renewable energy and other alternative 

environmental technologies. This category also evaluates companies’ environmental 

management and reporting. (CSRHub 2017c) CSRHub’s assessments are in line with 

other studies on measuring environmental performance. According to Ilinitcha, 

Soderstromb and Thomasc (1998), the company’s environmental performance can be 

measured through various factors, such as environmental impacts, regulatory 

compliance and environmental management methods. Picazo-Tadeo, Castillo-

Giménez and Beltrán-Esteve (2014) suggest that environmental performance can be 

assessed by emissions and pollutants, eco-efficiency and environmental technologies.  

 

The second category to evaluate companies CSR performance is employees. This 

category includes issues related to diversity and labor rights. These issues cover 

employment policies and practices which guarantee fair and non-discriminatory 

treatment of workers and diversity policies. Another aspect to evaluate employee-

related CRS matters is benefits and compensation. Such benefits engage employees 

and improve employee development. The benefits and compensations must be fair 
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and equal to all employees. The employee category covers workers’ training, safety 

and health. This includes accident and safety levels, as well as job training and safety 

standards. This category also includes the company’s actions to support the health, 

well-being and productivity of all workers. (CSRHub 2017c) Remišová and Búciová 

(2012) emphasize the same matters, such as employees’ health and safety, work 

conditions and compensation. Turker (2009) also suggests that CSR to employees 

covers good working conditions, employee development and fair treatment of all 

employees.  

 

The third category to assess CRS performance is community. This category includes 

the company’s commitment and efficiency in the local, national and global community 

where it operates. Community-related CSR matters are community development and 

philanthropy. These refer to charity, donations and volunteering. The community 

category includes the responsibility for human rights and the supply chain. This 

evaluates the company’s respect for fundamental human rights, such as the use of 

child labor, and the treatment of its supply chain. The community category also 

includes the company’s responsibility for the product throughout its life-cycle. 

(CSRHub 2017c) According to Venturelli, Caputo, Leopizzi, Mastroleo and Mio (2017), 

human rights and supply chain management are useful indicators for measuring CSR 

performance. Mani, Agarwal, Gunasekaran, Papadopoulos, Dubey and Childe (2016) 

also emphasize the importance of the company’s supply chain in measuring CSR 

performance. According to Chen and Delmas (2011), donations to social charities 

affect companies CSR performance.  

 

The fourth category to evaluate companies CSR performance is governance. This 

category evaluates the board of the company through several factors, including the 

diversity and independency of the board members, and the structure and composition 

of the board committee. Another aspect of the governance category is leadership 

ethics. This refers to how the company manages its relationships with its various 

stakeholders, such as consumers, regulators and society. This aspect also includes 

the company’s ethical decision-making culture and evaluates how social and 

environmental principles are integrated into the company’s operations. The 

governance category also assesses the company’s transparency and reporting. The 

transparency aspect measures the transparency of the company’s management to its 
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stakeholders and whether the company’s policies and practices are in line with its 

sustainability objectives. The reporting aspect evaluates whether sustainability reports 

comply with general standards, such as Global Reporting Initiative. (CSRHub 2017c) 

According to Venturelli et al. (2017), companies’ CSR performance can be evaluated 

through board diversity and structure as well as company’s transparency and reporting. 

Fernandez-Feijoo, Romero and Ruiz (2014) also suggest that factors, such as 

disclosure and reporting, can be used to measure companies’ CSR performance. 

2.3 CSR in the banking industry 

Due to the positive effects of CSR, such as increased profits and customer loyalty, the 

banking industry has adopted CSR policies globally (Senthikumar et al. 2011). Pérez’s 

and del Bosque’s (2012) study shows that CSR is highly developed in the banking 

industry. According to Douglas et al. (2004), financial institutions have a significant 

impact also on other industries environmental behavior. Banking institutions are largely 

responsible for developing and implementing CSR and some institutions in this 

industry are the biggest investors in CSR globally (Pérez & del Bosque 2012). 

However, Kaur and Bhaskaran (2015) suggest that there is still a need to create a 

model for the effective implementation of CSR in the banking industry. The 

implementation of CSR practices may vary in different cultural areas and industries. 

According to Sobhani et al. (2010), developed countries are ahead of the developing 

countries in disclosing issues related to CSR. They also take a stand on the CSR in 

the banking industry and note that banking companies disclose more information about 

issues related to CSR than many other industries.  

 

According to Pérez and del Bosque (2012), both stakeholder theory and CSR pyramid 

can explain the perspective of CSR in the banking industry. Firstly, companies realize 

that they have responsibilities towards both shareholders and other stakeholder 

groups that may affect or be affected by the business. In the banking industry, these 

stakeholders with special interests include customers, employees and society. 

Secondly, CSR towards these stakeholders is not limited to philanthropy. There is a 

wide range of economic, legal, ethical and discretionary duties that banking systems 

must consider. (Pérez & del Bosque 2012) Douglas et al. (2004) point out the same 

factor. Charitable activities do not determine companies’ engagement on CSR and 
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comprehensive ethical investments are key to corporate responsibility today (Douglas 

et al. 2004).  

 

The trend analysis approach by Sobhani et al. (2010) reveals that there is a positive 

correlation between two banks’ CSR behavior. Their study pointed out that the 

organizational homogeneity encourages companies to use similar CSR practices and 

principles. This phenomenon supports institutional theory and is an example of 

normative isomorphism where companies feel pressure to adopt organizational norms. 

This pressure leads to an organizational homogeneity of the companies in the same 

operative area.  

 

According to Senthikumar et al. (2011), CSR is the most important factor to customer 

satisfaction in the banking industry. McDonald (2014) also suggests that the banking 

consumers have a positive response to the CSR activities of the bank. Society can 

have different societal expectations for different organizations. According to Douglas, 

et al. (2004), societal expectations that are particularly relevant to financial institutions 

are reinforcing corporate governance, combating money laundering, preventing tax 

evasion, securing financial privacy, having equal opportunities for employees and 

raising environmental awareness. CSR in the banking industry differs from some other 

industries in that matter that banks are not directly involved in many environmental 

issues, such as environmental pollution (Sobhani et al. 2012). According to Sobhani et 

al. (2012), banks disclose more information related to social responsibility than 

economic and environmental responsibilities. In fact, their study shows that banks fail 

to disclose information of environmental case. Low disclosure of environmental issues 

may be due to the fact that banks are not directly involved in many environmental 

issues, as previously mentioned. Nevertheless, banks should be aware that projects 

funded by banks are likely to be linked to several environmental issues (Sobhani et al. 

2012).  

 

KPMG publishes annually a survey of corporate responsibility reporting. The most 

recent survey of 2017 shows that in the financial services sector 71 % of the companies 

report on corporate responsibility. Surprisingly, the number had decreased since 2015 

when the reporting rate was 75 %. (KPMG 2017) The survey of KPMG (2017) analyzes 

companies in two groups, N100 and G250. The N100 refers to the top 100 companies 
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based on their revenue of each of the 49 countries surveyed and the G250 refers to 

the world’s 250 largest companies (KPMG 2017). Bartels (2017) proposes that banks 

are pushing for greater disclosure of issues related to climate change. However, the 

survey of KPMG (2017) shows that only 24 % of N100 companies and 36 % G250 

companies in the financial services sector recognize climate risk in their financial 

reports. On the other hand, KPMG’s survey shows that 66 % of N100 companies and 

92 % of G250 companies in the financial services sector recognize the human rights 

as an issue. Smith (2017) suggests that financial services companies are obliged to 

respect human rights whenever they operate and the gap between the N100 and G250 

companies can be explained by the fact that smaller firms do not have the resources 

and experience to deal with human rights as business matters. 

2.4 Cultural environment 

Many different factors shape the level of companies CSR performance. One factor 

whose impact on CSR is interesting to study is culture. CSR is such a vivid topic, and 

when it varies in different industries it is logical that it also varies due to cultural 

differences. According to Hofstede’s (1984, 82) definition: “culture is the collective 

programming of the mind which distinguishes the members of one group or society 

from those of another”. Different cultures lead to different behaviors, patterns and 

norms. At company level, there are many studies on CSR performance but there is 

less knowledge of CSR performance at national-level (Hartmann & Uhlenbruck 2015). 

Cultural context is a factor which affects companies CSR performance in different 

regions. According to Hartmann and Uhlenbruck (2015), it is important that CSR 

performance is studied more broadly than at company level. Ioannou and Serafeim 

(2012) supports the idea that national-level institutions influence the CSR performance 

of companies. Kim and Kim (2010) suggest that people from different cultures have 

different perceptions of the role that companies should play in CSR matters. 

2.4.1 Hofstede’s cultural dimensions 

Cultural context can be assessed with Hofstede’s cultural dimensions. Hofstede’s four 

cultural dimensions are individualism versus collectivism, large versus small power 

distance, strong versus weak uncertainty avoidance and masculinity versus femininity.  

Individualism refers to a society in which individuals are strongly independent and only 
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responsible of themselves and their immediate families. Collectivism stands for a 

culture where relatives, clans or other groups take care of each other. The basic 

question for this dimension is the interdependence that society maintains among 

individuals. It refers to whether people see themselves in society as “I” or “we”.  Power 

distance expresses the degree to which members of society accept the uneven 

distribution of power in institutions and organizations. People in large power distance 

societies agree to a hierarchical order in which everyone has a place that no longer 

needs justification. People in small power distance societies seek to balance power 

and insist justification of inequality in power. The main question for this dimension is 

how society deals with inequality among people during its occurrence. (Hofstede 1984) 

 

Uncertainty avoidance is the extent to which members of the society feel the discomfort 

of uncertainty and ambiguity. Societies with strong uncertainty avoidance maintain 

strict rules of belief and behavior and they are not tolerant towards different people and 

ideas. Societies with weak uncertainty avoidance maintain more relaxed atmosphere 

where practice is more important than principles and abnormality is easier to tolerate. 

The main question of this dimension is how society deals with the fact that the future 

is never known. Society needs to decide whether they want to try to control the future 

or whether they just let it happen. Masculinity in a society refers to a preference for 

achievement, heroism, self-confidence and material success. On the contrary, 

femininity in a society refers to a preference for relationships, modesty, taking care of 

the weak and quality of life. The main question of this dimension is how society divides 

the social roles of the sexes. (Hofstede 1984) Fifth dimension, long-term versus short-

term orientation, was added to the dimensions later (Minkov & Hofstede 2012). The 

fundamental question of this dimension relates to the choice of how people combine 

their past to the present and future challenges (Hofstede Insights 2018b). Long-term 

orientation applies to the future-oriented values such as thrift and modern solutions, 

while the short-term orientation applies to past and present values such as traditions 

and norms (Taras, Kirkman & Steel 2010). 

 

Sixth dimension indulgence versus restraint was added to the cultural dimensions in 

2010. This dimension refers to the enjoyment and the control of people’s basic 

aspirations related to the enjoyment of life (Hofstede 2011). The indulgence societies 

give people the opportunity to satisfy the fundamental and natural human aspirations 
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of having fun and enjoying life relatively free, while the restraint societies prohibit 

people satisfying the needs and society is regulated by rigid social standards (Hofstede 

Insight 2018b). Hofstede’s cultural dimensions can be said to be revolutionary. It is 

well-quoted in the academic world and many other researchers have based their own 

studies on Hofstede’s theory of cultural dimensions. According to the Social Science 

Citation Index, Hofstede’s work is one of the most cited sources (Fang 2003). One 

positive aspect of Hofstede’s cultural dimensions is that they have evolved over time 

with two new dimensions and it has not lost its credibility over time.  

 

Like all popular theories, Hofstede’s cultural dimensions have also received criticism. 

McSweeney (2002) criticizes Hofstede for failing to acknowledge any significant errors 

or weaknesses in his study. McSweeney claims that Hofstede’s analysis is based on 

inadequate assumptions about measuring the software for the mind. Hofstede wrote a 

response to McSweeney’s critique. Hofstede defended his work by notifying that if 

Sweeney had considered the updated version of Hofstede’s book from 1980s many of 

his critique would be pointless (Hofstede 2002). Hofstede’s further work has also 

received criticism.  Fang (2003) critiques Hofstede’s fifth dimension, long-term 

orientation versus short-time orientation, also known as Confucian dynamism. Fang 

(2003) states that Hofstede’s fifth dimension includes some flaws and methodological 

weaknesses. Despite the criticism, Hofstede’s cultural dimensions have retained their 

position in academic literature and debates. 

  

Hofstede’s cultural dimensions have been applied in many different fields. In 1988, 

Gray adapted cultural dimensions into his theory of accounting systems. Gray 

developed a new theory of culture’s impact on accounting systems globally. These four 

hypotheses were formed based on Hofstede’s work on cultural dimensions. Gray 

identified relationships between cultural characteristics and the development of 

accounting systems. Gray’s four accounting values are professionalism versus 

statutory control, uniformity versus flexibility, conservatism versus optimism and 

secrecy versus transparency. Like Hofstede’s cultural dimensions, Gray’s values differ 

in different cultures. For example, professionalism is often linked to American and 

British cultures and conservatism and secrecy are common for the Continental 

European countries. (Gray 1988)  
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In Gray’s (1988) research, geographic areas are divided into ten parts, Asian-colonial, 

less developed Asian, Japan, Near Eastern, African, less developed Latin, more 

developed Latin, Germanic, Anglo and Nordic. The findings of Gray’s study are 

presented in table 1. From table 1 it can be seen that these 10 geographic areas fall 

into four groups. Asia-Colonial is the only area which ranks high in statutory control, 

flexibility, optimism and transparency. More developed Latin and Germanic areas are 

the opposite of Asia-Colonial. They rank high in professionalism, uniformity, 

conservatism and secrecy. Less developed Asian, Japan, Near Eastern, African and 

less developed Latin rank high in statutory control, uniformity, conservatism and 

secrecy. The opposite for four areas are Anglo and Nordic areas which rank high in 

professionalism, flexibility, optimism and transparency. 

 

Table 1. Accounting Systems and Culture (Gray 1988) 
	 Professionalism	 Statutory	

Control	
Uniformity	 Flexibility	 Conservatism	 Optimism	 Secrecy	 Transparency	

Asia-
Colonial	
	

	
	

	
X	

	 	
X	

	 	
X	

	 	
X	

Less	
developed	
Asian	

	 	
X	

	
X	

	 	
X	

	 	
X	

	

	
Japan	
	

	 	
X	

	
X	

	 	
X	

	 	
X	

	

Near	
Eastern	

	 	
X	

	
X	

	 	
X	

	 	
X	

	

	
African	
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As noted above, culture has a significant impact on companies practices and 

accounting systems. Culture is so important that it is relevant to almost all business 

activities. This has sparked the interest of researchers in terms of culture and CSR. 

What kind relationship could these factors have? CSR itself is very context-specific 

concept and national culture plays an important role in influencing society’s 

expectations of corporate behavior (Ringov & Zollo 2007). The level of CSR is different 

in different countries and this may be due to the lack of a global definition of CSR (Forte 

2013).  

2.4.2 The connection between CSR and cultural and institutional factors 

The level of addressing CSR practices differs among different regions and nations 

(Halkos & Skouloudis 2017). One important factor is nation’s regulations and laws 

related to CSR issues (Campbell 2006). In addition to the regulations and laws, 

national culture has an impact on the level of the country’s CSR performance. Different 

studies have identified multiple cultural factors that affect CSR. However, there is much 

less research and literature on the relationship between CSR and national culture 

compared to the literature on the relationship between CSR and company-level or 

industry-level factors (Halkos & Skouloudis 2017). 

 

Hartmann and Uhlenbruck (2015) suggest that companies’ environmental 

performance is influenced by the nation’s freedom of the market, freedom of the press 

and the activity of the non-governmental organizations. For example, the free press 

has more ability to disseminate information about CSR than a controlled press and 

nations with open markets allow the market participants to have versatile and rich 

relationships with each other (Hartmann and Uhlenbruck 2015). Campbell (2006) also 

suggests that the press can give companies pressure to invest in CSR activities. If a 

company neglects its social responsibilities, there is a threat that the press reports it to 

the public (Campbell 2006). Iannou and Serafeim (2012) noted that the political 

system, labor and education system and cultural system have a significant impact on 

CSR. Contrarily, the financial system seems to have a relatively small impact on CSR 

(Iannou & Serafeim 2012). Ramasamy, Yeung and Au (2010) also discovered that 

education has a positive impact on supporting CSR activities. According to their 

research, religiosity also has a significant positive impact on supporting corporate 
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sustainability.  According to Ali, Frynas and Mahmood (2017), political, social and 

cultural factors influence the disclosure of companies’ CSR information. 

 

In order to implement CSR activities, it is important to take account of national culture. 

It has been found that utilization of a local cultural context can support implementing 

CSR practices (Perry 2012). Understanding national culture can promote the 

implementation of appropriate CSR practices and thus improve the country’s CSR 

performance. Businesses seeking to understand cultural differences are likely to be 

able to create effective CSR programs and improve CSR activity in different business 

environments (Halkos & Skouloudis 2017).  

 

According to Perry (2012), the level of the socioeconomic development also has an 

impact on CSR implementation. Many studies have also discovered that the country’s 

level of economic development has a positive impact on CSR performance (Chih, Shen 

& Kang 2008; Arminen, Puumalainen, Pätäri & Fellnhofer 2018). Previous literature 

has been interested in differences related to CSR in developed and developing 

countries (Barkemeyer 2011; Abreu, Cunha & Barlow 2015; Ali et al. 2017). According 

to Ali et al. (2017), in developed countries, pressure on CSR matters comes from 

certain stakeholders such as regulators, shareholders, investors, creditors, 

environmental activists and the press. In developing countries, CSR matters are more 

strongly influenced by external parties, for example international regulators, 

international consumers, foreign investors and international press (Ali et al. 2017). 

According to Abreu et al. (2011), the institutional forces encourage developed 

countries towards more sustainable behavior while in developing countries there are 

no such pressing institutional forces. Ali et al. (2017) also suggest than companies 

operating in developed countries receive more pressure from the public to disclose 

CSR information than companies operating in developing countries. 

 

The findings of the study by Abreu et al. (2015) support the view that CSR is unlikely 

to be easily converted into harmonized practices around the world. Barkemeyer (2011) 

suggests that while the general views on the necessity of CSR challenges seem to be 

fairly homogeneous everywhere in the world, there are some significant differences 

between the roles and responsibilities related to the CSR issues in the northern and 

southern hemisphere. Barkemeyer (2011) also states that perhaps other contextual 
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factors influence addressing CSR more than objective levels of human development, 

such as GDP per capita. 

2.4.3 CSR and Hofstede’s cultural dimensions 

Hofstede’s cultural dimensions can also be linked to CSR (Ringov & Zollo 2007; Ho et 

al. 2012; Peng et al. 2014; Thanetsunthorn 2014). The hypotheses of Ringov’s and 

Zollo’s (2007) study suggest that the countries with higher levels of power distance, 

individualism, masculinity, and uncertainty avoidance reach lower levels of CSR 

performance. However, the results of their study reveal that only power distance and 

masculinity have a significant negative impact on CSR. In contrast, their study reveal 

that uncertainty avoidance and collectivism do not have a significant effect on CSR. 

Unlike Ringov and Zollo, Ho et al. (2012) found a relationship between CSR 

performance and four cultural dimensions. However, the results of these two studies 

are partially incompatible with each other. Ho et al. (2012) suggest countries with high 

power distance, collectivism, masculinity and uncertainty avoidance reach higher level 

of CSR performance.  

 

Peng et al. (2014) also found a relationship between CSR and four cultural dimension 

but again the results are not completely consistent with previous studies. They reveal 

a positive relationship between CSR and individualism and uncertainty avoidance. On 

the contrary, they discovered a negative relationship between CSR and power distance 

and masculinity. Thanetsunthorn (2014) also found a relationship between CSR and 

cultural dimensions. Her first finding reveals that higher uncertainty avoidance leads to 

higher CSR performance on employee, community and environment aspects. Second 

finding reveals that high individualism and masculinity lead into lower CSR 

performance on employee and community aspects. Her third finding reveals that high 

individualism leads to lower CSR performance also on the environment aspect. Lastly, 

her study does not find a relationship between power distance and any of the three 

aspects of CSR performance. Results of all the four studies are gathered in table 2.  

 

 

 

 



 

 

38 

Table 2. Results of the Previous Studies about CSR and Cultural Dimensions 
 
	 Low	CSR	performance	 High	CSR	performance	

	

High	power	distance		 -	Ringov	&	Zollo	(2007)	

-	Peng,	Dashdeleg	&	Chih	(2014)	

	

-	Ho,	Wang	&	Vitell	(2012)	

High	individualism	 -	Ho,	Wang	&	Vitell	(2012)	

-	Thanetsunthorn	(2014)	

	

-	Peng,	Dashdeleg	&	Chih	

(2014)	

High	masculinity		 -	Ringov	&	Zollo	(2007)	

-	Peng,	Dashdeleg	&	Chih	(2014)	

-	Thanetsunthorn	(2014)	

-	Ho,	Wang	&	Vitell	(2012)	

	

High	uncertainty	

avoidance	

	 -	Ho,	Wang	&	Vitell	(2012)		

-	Peng,	Dashdeleg	&	Chih	

(2014)	

-	Thanetsunthorn	(2014)	

 

Table 2 shows that the results of these four studies are diverse but some studies have 

found similar results. Majority of the results suggest that high power distance, 

masculinity and individualism lead to lower CSR performance and high uncertainty 

avoidance leads to higher CSR performance. In addition to these results, some of the 

studies did not find any relationship between some factors. 

2.5 Hypotheses  

The hypotheses of the study are created based on the theoretical review and previous 

studies. Previous studies show that culture has an impact on CSR. The main research 

question is to discover how cultural and institutional differences affect CSR 

performance. The sub-questions were formed to support answering the main research 

question. The sub-questions address different cultural and institutional factors. The 

hypotheses are based on these sub-questions.  
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The first sub-question is about power distance. Previous studies have received 

contradictory results in relation to the power distance dimension. Ringov and Zollo 

(2007) as well as Peng et al. (2014) discovered a negative relationship between high 

power distance and CSR performance. In contrast, Ho et al. (2012) found that high 

power distance leads to higher CSR performance. On the other hand, Thanetsunthorn 

(2014) did not find any relationship between power distance and CSR performance. 

When constructing the hypotheses, the typical features of the banking industry were 

also considered. In the banking industry, the disclosure of CSR information is generally 

high. Also, the level of CSR performance is relatively high in the banking industry. From 

these factors, it can be concluded that small power distance leads to better information 

flow and hence greater disclosure of CSR information and higher CSR performance. 

Thus, the first hypothesis is: 

 

H1: CSR performance and power distance have a negative relationship 

 

The second sub-question is about individualism. Just as previous research results of 

the power distance dimension, the results of individualism are not consistent either. Ho 

et al. (2012) as well as Thanetsunthorn (2014) discovered that individualism and CSR 

performance have a negative relationship. On the contrary, Peng et al. (2014) found a 

positive relationship between individualism and CSR performance. Again, all the 

studies have not found a relationship between individualism (Ringov and Zollo 2007). 

Individualism leading to lower CSR performance can be explained with stakeholder 

and legitimacy theory. Jian, Jaaffar, Ooi and Amran (2017) suggest that highly 

individualistic society may not have high expectations and they do not give pressure 

for companies to adapt CSR activities. Kang, Lee and Yoo (2016) suggest that the 

collectivistic culture will care more about stakeholders’ needs while the individualistic 

culture focuses on protecting individual’s rights. The theoretical part of the study also 

presented that CSR issues are extremely important for the stakeholders of the 

companies operating in the banking industry. From this it can be concluded that 

collectivism can lead to higher aspirations to manage CSR issues well. Based on these 

factors and the previous research results, the second hypothesis states: 

 

H2: CSR performance and individualism have a negative relationship 
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The third sub-question is about masculinity. Previous research results are also diverse 

in terms of this cultural dimension. Majority of the previous studies found a negative 

relationship between CSR performance and masculinity (Ringov & Zollo 2007; Peng 

et al. 2014; Thanetsunthorn 2014). But there are also exceptions. Ho et al. (2012) 

found that masculinity leads to higher CSR performance. CSR activities are largely 

based on the caring of employees, society and environment. The importance of these 

issues has steadily increased in the banking sector. This has also been affected by 

recent scandals related to responsibility issues. Taking care of others and the 

environment is essential for feminine culture while masculine culture emphasizes 

achievements and material success. Therefore, femininity supports high CSR 

performance better than masculinity. The third hypothesis suggests: 

 

H3: CSR performance and masculinity have a negative relationship 

 

The fourth sub-question is about uncertainty avoidance. For this cultural dimension, 

previous research results are more coherent. Ho et al. (2012), Peng et al. (2014) as 

well as Thanetsunthorn (2014) found a positive relationship between strong 

uncertainty avoidance and CSR performance. But exceptionally, Ringov and Zollo 

(2007) did not find any relationship with uncertainty avoidance and CSR performance. 

Companies with strong uncertainty feel uncomfortable with uncertainty and obscurity. 

Consequently, companies with a culture of strong uncertainty avoidance are likely to 

invest more in CSR activities because they want to ensure their good position from the 

stakeholders’ perspective. Moreover, investing to CSR activities also decreases the 

risk of crisis and scandals. Due to the recent scandals, this is certainly in the minds of 

the companies operating in the banking industry. For these reasons, the fourth 

hypothesis states: 

 

H4: CSR performance and strong uncertainty avoidance have a positive relationship 

 

The fifth sub-question is about long-term orientation. Previous studies have not 

considered the two newer dimensions in the same way as the original ones. Long-term 

orientation applies to the future-oriented values while the short-term orientation applies 

to traditions and forms. Sustainable activities are about guaranteeing natural resources 

for the next generation, so it is strongly focused on the future perspective. Moreover, 
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CSR issues is relatively current topic and there are no long traditions of dealing with 

them. It is therefore assumed that long-term orientation promotes CSR performance. 

The fifth hypothesis suggests: 

 

H5: CSR performance and long-term orientation have a positive relationship 

 

The sixth sub-question is about indulgence. Indulgence refers to enjoyment and 

satisfying the human needs while restraint refers to controlling the enjoyment and 

needs. The restraint perspective could potentially encourage greater accountability 

because it is more altruistic than satisfying people’s own pleasures. Banking 

institutions are seen in a more positive light if their CSR activities have altruistic and 

ethical motivations (Pérez & del Bosque 2015).  In addition, the norms and rules will 

increase CSR reporting. For these reasons, the sixth hypothesis states: 

 

H6: CSR performance and indulgence have a negative relationship 

 

The seventh and last sub-question is related to the nation’s economic level. This is 

measured by GDP per capita. Previous studies have found a positive connection 

between CSR performance and GDP per capita (Chih et al. 2008; Arminen et al. 2018). 

Companies from developed countries also disclosure more CSR information (Sobhani 

et al. 2010) so it is assumed that higher GDP per capita indicates higher CSR 

performance. There the seventh hypothesis suggests: 

 

H7: CSR performance and GDP per capita has a positive relationship 

 

The hypotheses are tested by multiple linear regression analysis which is explained in 

the following chapter. These hypotheses support answering to research questions and 

their analysis reveals how cultural and institutional factors affect CSR. The results of 

the empirical study are discussed in the fourth chapter. 
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3. EMPIRICAL RESEARCH METHODOLOGY 

This chapter presents the chosen research method and explains the execution of the 

empirical research.  First, this chapter focuses on describing the data and its collection 

process. Secondly, the focus is on the analysis methods.  

3.1 Data description and collection  

The data used in this study is secondary data and it is collected from several platforms. 

The used sources are CSRHub, Hofstede Insights and the World Bank. The data from 

CSRHub (2017a) determines the level of companies CSR performance in scale 1-100. 

This study focuses on the overall score of companies’ CSR performance. This overall 

score is combined from the scores of environment, employees, community and 

governance categories. Therefore, the overall score describes the level of companies’ 

CSR performance from many different aspects. This supports the theoretical review of 

the definition of CSR made in the earlier section of this study. Companies CSR 

performance needs to be measured from many different perspectives, as already 

discussed in the theories of triple bottom line and the pyramid of CSR. The study takes 

into account only those companies whose total overall CSR score was available. 

Partially evaluated companies were excluded from the study to ensure a fair and 

uniform analysis. Because the study is limited to one industry, the data is collected 

only from companies operating in the banking industry. The sample consists of 450 

companies. Majority of the data, 263 companies, is from North America. 84 companies 

are from Asia-Pacific, 56 from Europe, 38 from the Middle East and Africa and 9 from 

the Caribbean and South America. The study uses the latest available CSR data for 

2017. Of these values, the level of average CSR performance was defined for 49 

countries. 

 

The data of cultural dimensions is gathered from Hofstede Insights platform (2018a). 

This data is based on Hofstede’s work on cultural dimensions. Every country is ranked 

according to six dimensions in scale 1-100. Each dimension forms one variable to the 

analysis. The cultural variables in the study are power distance, individualism, 

masculinity, uncertainty avoidance, long-term orientation and indulgence. The sample 

includes 49 different countries. The measure of income level used in the study is GDP 
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per capita. GDP per capita has also been used in previous studies of CSR performance 

to control the country’s level of economic development (Arminen et al. 2018). The data 

from GDP per capita is collected from the World Bank’s indicators (2018). The indicator 

presents the values in US dollars and the value used in this study is a constant value 

for year 2010. The indicator treats China and Taiwan as one, so they have the same 

value as GDP per capita. The data matrix of the study is presented in appendix 1. 

3.1.1 Dummy variables 

In addition to the CSR performance, cultural dimensions and GDP per capita variables, 

dummy variables were created to deepen the research and analysis. At first the dummy 

variables were created based on the geographical regions. However, this did not work 

as desired, because cultures are not geographically formed solely based on 

continents. Therefore, dummy variables were redefined. The new dummy variables 

are defined based on the available data and Hofstede’s, Hofstede’s and Minkov’s 

(2010) work on cultures in different countries. Also, Gray’s (1988) work on accounting 

systems and culture, shown in table 1 in chapter 2 of the theoretical part, was used to 

create the new dummy variables. These factors allowed the sample to be divided into 

six groups. Therefore, six dummy variables were created. These dummy variables are 

Anglo, Nordic, Other Europe, Latin, Continental Asia and Others.  

 

The first dummy variable, Anglo, consists of English speaking countries. Small power 

distance, individualism, masculinity, weak uncertainty avoidance, short-term 

orientation and indulgence are mostly common to these countries. This dummy 

variable contains five countries which are USA, Canada, Ireland, United Kingdom and 

Australia. The most powerful features for these countries are small power distance, 

individualism, short-term orientation and indulgence. The values from masculinity and 

weak uncertainty avoidance are more neutral but still dominate characteristics for this 

culture type. The means of the Anglo cultural group on cultural dimensions are 

presented in figure 4. 
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Figure 4. Anglo Cultural Group 

The second dummy variable, Nordic, consists of Northern European countries. 

Common features of these countries are small power distance, individualism, 

femininity, weak uncertainty avoidance, short-term orientation and indulgence. This 

dummy variable includes three countries which are Denmark, Netherlands and 

Norway. This is the smallest group but its formation is justified as the Northern 

European counties have their own unique cultural characteristics. This group is 

relatively similar to Anglo culture but they differ strongly in the masculinity versus 

femininity dimension. For this reason, it was sensible to distinguish these cultural areas 

from each other. The strongest characteristics for this culture are small power distance, 

individualism, femininity and indulgence. The values from other cultural dimensions 

are more neutral, but more typical for this culture group are weak uncertainty 

avoidance and short-term orientation. The means of the Nordic cultural group’s cultural 

dimensions are shown in figure 5. 

 

 
Figure 5. Nordic Cultural Group 
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The third dummy variable, Other Europe, consists of Central and Eastern European 

countries. Mostly common characteristics for these countries are large power distance, 

individualism, masculinity, strong uncertainty avoidance, long-term orientation and 

restraint. This dummy variable includes 12 countries which are Austria, Belgium, 

Czech Republic, France, Germany, Greece, Hungary, Italy, Poland, Russia, 

Switzerland and Ukraine. The most powerful characteristics for this cultural group are 

strong uncertainty avoidance and long-term orientation. Within this culture group there 

are small differences, but it was not sensible to make a variable for individual countries 

so the countries of this culture group are essentially similar. The means of the Other 

Europe cultural group on cultural dimensions are presented in figure 6. 

 

 
Figure 6. Other Europe Cultural Group 

 

The fourth dummy variable, Latin, consists of Latin American and Latin European 

countries. Generally common features for these countries are large power distance, 

collectivism, femininity, strong uncertainty avoidance, short-term orientation and 

indulgence. This dummy variable contains six countries which are Mexico, Portugal, 

Spain, Brazil, Chile and Panama. The strongest features for this culture group are large 

power distance, collectivism, strong uncertainty avoidance and short-term orientation. 

The value of femininity is more neutral but still dominate characteristic for this culture 

type. In terms of indulgence versus restraint dimension, this cultural group contains 

both indulgence and restraint nations. The variable was decided to keep as one, 

because for the other dimensions the characteristics were similar and it was not 

meaningful to make their own variable for one or two countries. The means of the Latin 

cultural group’s cultural dimensions are presented in figure 7. 
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Figure 7. Latin Cultural Group 

The fifth dummy variable, Continental Asia, consists of more developed continental 

Asian countries. Large power distance, collectivism, masculinity, weak uncertainty 

avoidance, long-term orientation and restraint are the most common features for these 

countries. Continental Asia dummy variable includes six countries which are China, 

Hong Kong, South Korea, Taiwan, Malaysia and Singapore. The most powerful 

features for this culture group are large power distance, collectivism, long-term 

orientation and restraint. Although this group is inclined to masculinity, the values it 

receives for this dimension are clustered close to 50 on both sides. Therefore, 

Continental Asia is not clearly masculine or feminine. Within this group, there is a slight 

variation in the uncertainty avoidance dimension but mainly this group leans towards 

weak uncertainty avoidance. The means of the Continental Asia cultural group on 

cultural dimensions are shown in figure 8. 

 

 
Figure 8. Continental Asia Cultural Group 
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The sixth dummy variable, Others, is the vaguest group. It mainly includes the less 

developed countries but it also includes a few exceptions, such as Japan. Generally 

common features for these countries are large power distance, collectivism, 

masculinity, strong uncertainty avoidance, short-term orientation and restraint. This 

dummy variable includes 17 countries which are Japan, Philippines, Bangladesh, 

India, Pakistan, Indonesia, Thailand, Egypt, Morocco, Nigeria, South Africa, Israel, 

Kuwait, Lebanon, Saudi Arabia, Turkey and United Arab Emirates. The strongest 

characteristics for this group are large power distance, collectivism, strong uncertainty 

avoidance and restraint. For other cultural dimensions, this group mostly stresses 

masculinity and short-term orientation. The means of the Others cultural group on 

cultural dimensions are shown in figure 9. 

 

 
Figure 9. Others Cultural Group 
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Figure 10. Dummy Variables on the Map 

Dummy variables based on cultural factors will more likely improve the analysis than 

the dummy variables which were based on geographical factors. Culture is the sum of 

many factors. Geographic location has an impact on culture because culture is adopted 

from the environment but many other things affect culture too. Europe is a good 

example of a single geographic area which however consists of several different 

cultures. Also, the cultures of developed and developing countries in the same 

geographical area may differ significantly. Culture is not inherited as a human nature, 

but it develops by learning (Hofstede et al. 2010). However, creating culture is a long-

term process and it does not change fast. The concept of culture consists of values, 

practices, rituals, heroes and symbols (Hofstede et al. 2010).  

3.1.2 Descriptive analysis 

The descriptive statistics of the variables are presented in table 3. The first column 

represents the variable name. The second column represents the number of 
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observations of each variable. The observations vary between 44 and 49. This is due 

to the lack of values from long-term orientation and indulgence variables. The values 

may be missing from these variables because long-term orientation and indulgence 

were added to the cultural dimensions later than the original ones.  The long-term 

orientation variable was missing values from Panama, Kuwait and United Arab 

Emirates. The indulgence variable lacked values from Panama, Israel, Kuwait and 

United Arab Emirates.  

 

Table 3. Descriptive Statistics 

Variable	 N	 Mean	 Std	Dev	 Min	 Max	

Overall	CSR	
Performance	

	
49	

	
52	

	
5.2614	

	
34	

	
65	

Power	
Distance	

	
49	

	
61.4694	

	
22.7405	

	
11	

	
100	

Individualism	 	
49	

	
45.3878	

	
24.1142	

	
11	

	
91	

Masculinity	 	
49	

	
52.1224	

	
17.2888	

	
8	

	
95	

Uncertainty	
Avoidance	

	
49	

	
65.8367	

	
22.6277	

	
8	

	
100	

Long-term	
Orientation	

	
46	

	
49	

	
23.3524	

	
7	

	
100	

Indulgence	 	
44	

	
46.6591	

	
20.3218	

	
4	

	
97	

GDP	per	
Capita	

	
49	

	
27	087.88	

	
22	686.84	

	
1	029.60	

	
90	288.80	

 

The mean of the overall CSR performance variable is 52 which is a mediocre value for 

the level of CSR. The overall CSR values vary between 34 and 65 and the standard 

deviation of this variable is 5.2614. The standard deviation is the square root of the 

variance and it is good to use the mean and standard deviation together, since they 

are both in the same metric (Maartin & Bridgmon 2012).  Although there are differences 

between the values, none of the countries has a remarkably low or high level of CSR. 

Individualism has the highest standard deviation of cultural variables but the values of 

all cultural variables vary fairly equally from high to low. Because cultural variables 

have both high and low values, it means that there are clear differences between the 
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cultures of different countries. This is a good premise for comparing cultural factors 

and CSR. The standard deviation of GDP per capita is 22 087.88, with a minimum 

value of 1 029.60 and a maximum of 90 288.80. This shows that the study involves 

countries with very different economic backgrounds.  

 

The descriptive statistics of overall CSR performance and the dummy variables are 

presented in table 5. The number of observations is highest in group others because 

it contains 17 countries. The smallest group is Nordic including three countries. The 

means of the groups are surprisingly close to each other. Nordic has the highest mean 

with a value of 54. The lowest mean, 50, belongs to Continental Asia. The group Others 

has the highest standard deviation of the dummy variables. Its standard deviation is 

7.3554. This group also contains the lowest and highest value of the overall CSR 

performance. Saudi Arabia has the lowest score of the overall CSR performance with 

a score of 34. The highest value of the overall CSR performance belongs to 

Bangladesh with a value of 65. This is surprising because the cultures of these two 

countries are very similar. In the group Nordic is the lowest standard deviation with a 

value of 2.2451. The standard deviations of the other groups are between 3.5 and 3.9. 

 

Table 4. Descriptive Statistics of CSR and Dummy Variables 

CSR	performance	 N	 Mean	 Std	Dev	 Min	 Max	

Anglo	
	

	
5	

	
51	

	
3.8903	

	
46	

	
55	

Nordic	
	

	
3	

	
56	

	
2.2451	

	
54	

	
58	

Other	Europe	
	

	
12	

	
53	

	
3.7058	

	
49	

	
60	

Latin	
	

	
6	

	
54	

	
3.5540	

	
50	

	
59	

Continental	Asia	 	
6	

	
50	

	
3.6410	

	
45	

	
55	

Others	
	

	
17	

	
51	

	
7.3554	

	
34	

	
65	
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Table 6 presents the descriptive statistics of GDP per capita and the dummy variables. 

The number of observations are the same as in the table 5 because this table also 

describes the dummy variables. The mean values of the groups differ considerably. 

The variables Latin and Others have clearly the lowest means of GDP per capita. The 

mean of Latin is 16 744.63 and the mean of Others is 13 685.04. The highest means 

of GDP per capita are in Anglo and Nordic variables. The mean of Anglo is 54 012.08 

and the mean of Nordic is 67 742.23. The groups Nordic and Other Europe have the 

highest standard deviations. The standard deviation of Nordic is 19 972.76 and the 

standard deviation of Other Europe is 20 829.62. The groups Anglo and Latin have the 

lowest standard deviations. The standard deviation of Anglo is 10 288.05 and the 

standard deviation of Latin is 8 612.55. The minimum GDP per capita, 1 029.60, is in 

Bangladesh. Respectively, the highest GDP per capita is in Norway. GDP per capita 

of Norway is 90 288.80. 

 

Table 5. Descriptive Statistics of GDP per Capita and Dummy Variables 

GDP	per	Capita	 N	 Mean	 Std	Dev	 Min	 Max	

Anglo	

	

	

5	

	

54	012.08	

	

10	228.05	

	

41	981.40	

	

9	974.10	

Nordic	

	

	

3	

	

67	742.23	

	

19	972.76	

	

52	267.70	

	

90	288.80	

Other	Europe	

	

	

12	

	

31	770.85	

	

20	829.62	

	

2	905.90	

	

76	691.10	

Latin	

	

	

6	

	

16	744.63	

	

8	612.55	

	

9	707.90	

	

31	505.30	

Continental	

Asia	

	

6	

	

23	275.85	

	

18	620.56	

	

6	893.80	

	

52	600.60	

Others	

	

	

17	

	

13	685.04	

	

15	777.59	

	

1	029.60	

	

47	623.30	
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3.2 Analysis methods  

The research has been carried out using a quantitative research method. Quantitative 

research is statistical and based on a larger sample than qualitative research. 

Quantitative data is numeric data and it can be further classified into metric and non-

metric data (Singh 2016). The data used in this study is metric because the distance 

between scale values can be defined. More precisely, the variables in the study are 

ratio variables because they have an absolute zero point. The study was carried out 

using a research process presented in chapter 1. The research process started with 

identifying the research problem. The topic of the study clarified during the research 

process and the study focuses on determining the impact of culture on CSR.  

 

The empirical part of the study was carried out using regression analysis. The analyses 

were done and the models estimated with SAS Enterprise Guide. Regression analysis 

is used to analyze the relationships between the variables. Because the analysis 

involves several variables, the study was conducted by multivariate analysis. 

According to Singh (2016), in many real-life situations it is necessary to analyze 

relationship between more than two variables. Therefore, the multivariate analyses are 

useful in many different situations. Multivariate analyses simultaneously address the 

relationship between several variables and they make a complex computation easier 

(Singh 2016). Since this study has a single dependent variable, CSR performance, 

and the data of the dependent variable is metric, the used multivariate analysis is a 

multiple regression. Specifically, the analysis method used in this study is multiple 

linear regression. According to Singh (2016), multiple linear regression can be 

expressed by the formula: 

 

   Y = a + b1 x1 + b2 x2 +…+ bk xk   (1) 

 

where,  

Y is a dependent variable, 

x is independent (explanatory) variable,  

and a and b are the parameters/regression coefficient.  



 

 

53 

To keep the analysis clear and focused and to avoid multicollinearity, cultural variables 

are used as an explanatory variable one at a time. For example, at first power distance 

and GDP per capita are examined as the explanatory variables. Each cultural variable 

is analyzed together with GDP per capita to control the level of country’s economic 

development. 
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4. RESULTS 
In this chapter, the results of the study are introduced and analyzed. The results are 

presented and analyzed by different cultural and institutional dimensions. All the 

regression models are executed by using the SAS Enterprise Guide program. The 

dependent variable in the analyses is the overall CSR performance of the countries. 

Cultural dimensions are used individually as an explanatory variable with a control 

factor, GDP per capita, being the same in every model. In addition, each model is also 

tested using cultural areas as explanatory variables. As mentioned before, six dummy 

variables were created to simplify the analysis of different cultural areas. This will help 

us to determine whether a certain cultural complexity affects the CSR performance. 

Once all the multiple regression models have been implemented, we have a clear idea 

of which cultural and institutional factors affect CSR performance and whether this 

relationship is positive or negative. 

4.1 Large versus small power distance 

The first cultural dimension and hypothesis consider large versus small power 

distance. H1 suggests that there is a negative relationship between CSR performance 

and large power distance. The first model included the power distance variable in 

addition to the overall CSR performance variable and the GDP per capita variable. 

Table 7 presents the results of this model. The Pr > F value of the model shows that 

the research model is significant. The selected risk level determines that when the Pr 

> F value is less than 0.05, the overall model can be interpreted to be statistically 

significant. The value of R-Square determines that 14.30 % of variance in overall CSR 

performance is explained by this model. Power distance has a statistically significant 

effect on CSR performance. This is shown in the p-value of 0.0088 which is less than 

0.05. The values of the parameter estimate and t value indicate a negative relationship 

between CSR performance and large power distance. These values show that there 

is a significant negative relationship between large power distance and CSR 

performance.  
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Table 6. Large versus Small Power Distance 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 49/49	 0.1430	 0.0287	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

Power	Distance	 -0.11337	 -2.74	 0.0088	

GDP	per	Capita	 -0.00008748	 -2.11	 0.0407	

 

Therefore, H1 gets supported because it suggested a negative relationship between 

CSR performance and power distance. This may be because in the cultures with small 

power distance and low hierarchy the information flow, disclosure of CSR information 

and awareness of CSR issues are higher. An open organizational culture supports 

higher CSR performance. Surprisingly, this model also suggests a negative 

relationship between CSR performance and GDP per capita with the risk level of 5 %. 

The p-value of this variable is 0.0407 which makes this result statistically significant. 

This is against the expectation that high GDP per capita would indicate higher CSR 

performance. 

 

After this model, the impact of different cultural areas was analyzed with the dummy 

variables. Five dummy variables were added to the model and the largest dummy 

variable, Others, was used as a comparison group. The full results of the power 

distance models are presented in appendix 2 and 3. The result on the negative 

relationship between power distance and CSR performance is robust to adding dummy 

variables of different cultural areas into the model. The overall finding of these models 

is that large power distance has a significant negative effect on CSR performance. The 

result is in line with the findings of Ringov and Zollo (2007) as well as Peng et al. 

(2014). This finding can be explained by the fact that, when the power distance is low, 

CSR initiatives are emerged more often and CSR issues are discussed more openly 

(Ringov & Zollo 2007). In socially open nations, the CSR issues are addressed more 

widely and the employees working at any level will get their voices heard. This leads 

to higher amount of observations related to CSR issues and problems. Low power 
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distance also increases the timely recognition of CSR risks and minimizes the time to 

recover from them and helps to avoid bigger CSR scandals (Ringov & Zollo 2007). 

4.2 Individualism versus collectivism 

The second cultural dimension and hypothesis consider individualism versus 

collectivism. H2 suggests a negative relationship between CSR performance and 

individualism. The first model included the individualism variable in addition to the 

overall CSR performance variable and the GDP per capita variable. Table 8 presents 

the results of this model. The Pr > F value is higher than 0.05 which indicates that this 

model is not as good as the model with the power distance variable and we cannot say 

that the overall model is statistically significant. The value of R-Square indicates that 

10.27 % of variance in overall CSR performance is explained by this model. However, 

the parameter estimates show some significant results. Surprisingly, the model shows 

a significant positive relationship between CSR performance and individualism with the 

p-value being 0.0290.   

 

Table 7. Individualism versus Collectivism 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 49/49	 0.1027	 0.0828	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

Individualism	 0.08814	 2.25	 0.0290	

GDP	per	Capita	 -0.00007261	 -1.75	 0.0874	

 

Therefore, H2 is repealed. Contrariwise, this model suggests a significant positive 

relationship between CSR performance and individualism. When this result is reflected 

to the previous studies, this result is in line with the findings of Peng et al. (2014). They 

justified the positive relationship between individualism and CSR performance based 

on Matten’s and Moon’s (2008) study. According to Matten and Moon (2008), the 

companies operating in a highly individualistic culture invest in explicit CSR activities 

with various donations. The positive relationship between individualism and CSR 

performance can also be explained by the nature of CSR in the banking industry. The 
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triple bottom line divides CSR into three perspectives which are social, environmental 

and economic. When considering the triple bottom line and the banking industry 

together, the economic and social responsibilities are more prominent to the industry 

than the environmental responsibilities. Therefore, the CSR activities of the banks 

stress the economic and social perspectives, which include for example donations. 

Hence, it is reasonable that individualism leads to higher CSR performance in the 

banking industry. With a risk level of 10 %, this model also found a significant negative 

relationship between CSR performance and GDP per capita. This finding supports that 

higher GDP per capita leads to lower CSR performance. 

 

Next model was created with the dummy variables. The full results of the models 

including the individualism variable are presented in appendix 4 and 5. As the previous 

dimension, the result on the positive relationship between power distance and CSR 

performance is robust to adding dummy variables of different cultural areas into the 

model. The overall finding of this cultural dimension is that individualism has a 

significant positive effect on CSR performance. Another reason explaining this 

relationship is that high individualism has been proven to lead to a strong long-term 

commitment to CSR in the banking industry (Chomvilailuk & Butcher 2010).  

4.3 Masculinity versus femininity 

The third cultural dimension and hypothesis consider masculinity versus femininity. H3 

suggests that there is a negative relationship between CSR performance and 

masculinity. The first model included the masculinity variable in addition to the overall 

CSR performance variable and the GDP per capita variable. Table 9 presents the 

results of this model. The Pr > F value is higher than 0.05 which indicates that the 

overall model is not statistically significant. The R-Square value shows that 8.17 % of 

variance in overall CSR performance is explained by this model. The p-value is higher 

than 0.05 which indicates that with a risk level of 5 % masculinity does not have a 

significant effect on CSR performance. However, with the risk level of the 10 % this 

result is statistically significant and masculinity can be noted to have a significant 

negative impact on CSR performance. 
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Table 8. Masculinity versus Femininity 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 49/49	 0.0817	 0.1409	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

Masculinity	 -0.08520	 -1.98	 0.0540	

GDP	per	Capita	 -0.00001780	 -0.54	 0.5904	

 

Next, the model was carried out with the dummy variables. The full results of the 

models including the masculinity variable are presented in appendix 6 and 7. Also for 

this model, the result on the negative relationship between masculinity and CSR 

performance is robust to adding dummy variables of different cultural areas into the 

model. The ultimate outcome of these models is that masculinity has a negative effect 

on CSR performance to some extent. This finding is consistent with many other studies 

(Ringov & Zollo 2007; Peng et al. 2014; Thanetsunthorn 2014). According to Ringov 

and Zollo (2007), masculine societies support material success and value less 

cooperation, solidarity and caring for others. Masculine societies also value career 

development and economic success over the harmony in society (Peng et al. 2014). 

These masculine values are contradictory to the values which would improve CSR 

activities and practices. This explains why masculinity has a negative impact on CSR 

performance. 

4.4 Strong versus weak uncertainty avoidance 

The fourth cultural dimension and hypothesis consider strong versus weak uncertainty 

avoidance. H4 suggests a positive relationship between CSR performance and strong 

uncertainty avoidance. The first model included the uncertainty avoidance variable in 

addition to the overall CSR performance variable and the GDP per capita variable. 

Table 10 presents the results of this model. The Pr > F value is higher than 0.05 which 

indicates that the overall model is not statistically significant.  The value of the R-

Square shows that only 0.37 % of variance in overall CSR performance is explained 

by this model.  
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From parameter estimates, p-value does not show a significant relationship between 

uncertainty avoidance and CSR performance. In other words, this model does not 

prove any relationship between uncertainty avoidance and CSR performance. This 

result is surprising because the majority of the previous studies have discovered a 

positive relationship between uncertainty avoidance and CSR performance (Ho et al. 

2012; Peng et al. 2014; Thanetsunthorn 2014). However, this finding is consistent with 

Ringov’s and Zollo’s (2007) finding because they did not find a significant relationship 

between uncertainty avoidance and CSR. Countries favoring neither stronger or 

weaker approach to uncertainty avoidance do not appear to affect the level of CSR 

performance. 

 
Table 9. Strong versus Weak Uncertainty Avoidance 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 49/49	 0.0037	 0.9185	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

Uncertainty	
Avoidance	

-0.00242	 -0.07	 0.9458	

GDP	per	Capita	 -0.00001450	 -0.41	 0.6828	

 

The next model included the dummy variables. The full results of the models including 

the uncertainty avoidance variable are presented in appendix 8 and 9. Adding the 

dummy variables to the model did not make the model statistically significant. 

Therefore, H4 is repealed and the finding from this study suggests that the level of 

uncertainty avoidance of the culture does not affect CSR performance. H4 was created 

based on the fact that societies with stronger uncertainty avoidance want to be 

prepared for the unpredictable future with CSR activities. However, this study was not 

able to prove this suggestion. This may be due to the fact that societies with weaker 

uncertainty avoidance have also adapted CSR activities to their everyday actions and 

CSR issues are not seen as an option to prepare for the future.  
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4.5 Long-term versus short-term orientation 

The fifth cultural dimension and hypothesis consider long-term versus short-term 

orientation. H5 suggests that there is a positive relationship between CSR performance 

and long-term orientation. The first model included the long-term orientation variable 

in addition to the overall CSR performance variable and the GDP per capita variable. 

Table 11 presents the results of this model. The Pr > F value is higher than 0.05 which 

indicates that the overall model is not statistically significant. The value of the R-Square 

shows that only 0.43 % of variance in overall CSR performance is explained by this 

model. The parameter estimates do not either show a significant relationship between 

CSR performance and long-term orientation. 

 
Table 10. Long-term versus Short-term Orientation 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 46/49	 0.0043	 0.9108	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

Long-term	
Orientation	

0.01106	 0.31	 0.7551	

GDP	per	Capita	 -0.00001216	 -0.34	 0.7334	

 

Next model utilized the dummy variables. With a risk level of 10 %, the model suggests 

that the Nordic culture leads to higher CSR performance. The p-value is 0.0988 which 

is lower than the risk level 0.1 but it is not considerably lower. The full results of the 

models including the long-term orientation variable are presented in appendix 10 and 

11. The results may be affected by the lack of data available from the long-term 

orientation variable. This cultural dimension is newer than four original dimension and 

previous studies about CSR and cultural dimension did not take into account this 

cultural dimension. Therefore, H5 was not based on any previous studies. H5 was 

based on the idea that since CSR issues are relatively new, the more future-oriented 

point of view to deal with things would promote addressing CSR issues. However, H5 

is repealed and this study did not discover any relationship between CSR performance 

and long-term orientation. 
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4.6 Indulgence versus restraint  

The sixth cultural dimension and hypothesis consider indulgence versus restraint. H6 

suggests a negative relationship between CSR performance and indulgence. The first 

model included the indulgence variable in addition to the overall CSR performance 

variable and the GDP per capita variable. Table 12 presents the results of this model. 

The Pr > F value is higher than 0.05 which indicates that the overall model is not 

statistically significant. The value of the R-Square shows that only 0.34 % of variance 

in overall CSR performance is explained by this model. The parameter estimates do 

not either show a significant relationship between CSR performance and indulgence.  

 
Table 11. Indulgence versus Restraint 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 44/49	 0.0034	 0.9322	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

Indulgence	 0.00080224	 0.02	 0.9860	

GDP	per	Capita	 -0.00001382	 -0.35	 0.7290	

	
 
Next, the model was carried out with dummy variables. The full results of the models 

including the indulgence variable are presented in appendix 12 and 13. The model 

including the dummy variables suggests that the Nordic culture leads to higher CSR 

performance. The p-value is 0.0779 which means that the result is statistically 

significant with a risk level of 10 %. This supports that Nordic culture leads to higher 

CSR performance than the others. 

 

Just as the long-term orientation variable, the indulgence variable lacked observations 

from all countries. This possibly affected the results. Indulgence versus restraint is the 

newest of Hofstede’s cultural dimension and the previous studies did not include this 

dimension into their studies. Therefore, H6 was not affected by the findings of the 

previous studies. Indulgence was expected to lower the CSR performance because it 

relates to satisfying the needs and enjoying life relatively free. Restraint societies refer 
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to more altruistic behavior which more likely leads to greater accountability, ethicality 

and CSR performance. However, H6 was repealed and this study did not discover a 

relationship between CSR performance and indulgence. 

4.7 GDP per capita 

Lastly, the seventh hypothesis about GDP per capita was tested and analyzed. H7 

suggests a positive relationship between CSR performance and GDP per capita. Table 

13 presents the results of this model. The Pr > F value is higher than 0.05 which shows 

that this model is not statistically significant. The value of the R-Square shows that only 

2.31 % of variance in overall CSR performance is explained by this model. Surprisingly, 

the parameter estimates do not either present a significant relationship between CSR 

performance and indulgence.  

 

Table 12. GDP per Capita 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 49/49	 0.0231	 0.5840	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

GDP	per	Capita	 -0.00002955	 -0.79	 0.4351	

 

The next model included the GDP per capita variable and all the cultural variables 

together. The results of this model are presented in table 14. This model is statistically 

significant with the Pr > F value being 0.0275. The model suggests significant negative 

relationship between CSR performance and GDP per capita. The p-value of this 

variable is 0.0040. Another significant result the model shows at the risk level of 5 % 

is a negative relationship between CSR performance and masculinity with a p-value of 

0.0031. When analyzing the results at a 10 % risk level, the model suggests two 

statistically significant results. First result is that CSR performance and power distance 

has a negative relationship and another finding is that there is a positive relationship 

between CSR performance and individualism. Therefore, the findings of this model are 

consistent with the previous models. 
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Table 13. GDP per Capita and Cultural Dimensions 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 44/49	 0.3367	 0.0275	

Parameter	Estimates	 Parameter	

Estimate	

t	Value	 Pr	>	t	

GDP	per	Capita	 -0.00016690	 -3.07	 0.0040	

Power	Distance		 -0.10508	 -1.83	 0.0767	

Individualism	 0.09631	 2.02	 0.0504	

Masculinity	 -0.13657	 -3.17	 0.0031	

Uncertainty	Avoidance	 -0.01701	 -0.51	 0.6139	

Long-term	Orientation	 0.04755	 1.38	 0.1766	

Indulgence	 -0.00143	 -0.03	 0.9732	

 

The next model includes the dummy variables. The full results of these models are 

presented in appendix 14-16. Table 15 presents the results of the model including GDP 

per capita variable and dummy variables. This model found one statistically significant 

result at a risk level of 10 %. The model suggests that Nordic culture leads to higher 

CSR performance than Others. This model does not show significant results from other 

cultural areas. The reason for not finding a lot of results for different cultural groups 

may be because the countries division into different groups was relatively rough. Even 

though it was possible to divide countries into cultural groups according to their main 

features, the countries still have their own national cultures and no countries have 

exactly the same culture. This model also did not find a relationship between CSR 

performance and GDP per capita. The reason why some models could not find a 

relationship between CSR and GDP per capita may be due to the fact that other 

contextual factors affect CSR more than objective levels of human development 

(Barkemeyer (2011). 
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Table 14. GDP per Capita and Dummy variables 

Analysis	of	Variance	 Number	of	
Observations	
Used/Read	

R-Square	 Pr	>	F	

Model	 49/49	 0.1175	 0.4823	

Parameter	
Estimates	

Parameter	Estimate	 t	Value	 Pr	>	t	

GDP	per	Capita	 -0.00006691	 -1.37	 0.1770	

Anglo	 1.67904	 0.53	 0.5967	

Nordic	 8.16466	 1.93	 0.0600	

Other	Europe	 2.07891	 1.00	 0.3250	

Latin	 2.26698	 0.91	 0.3697	

Continental	Asia	 -0.99066	 -0.39	 0.6984	

 

For GDP per capita, the overall results suggest that there is a negative relationship 

between CSR performance and GDP per capita. This finding is surprising because the 

expected result was the opposite. The result of this study disagrees with the results of 

Chih et al. (2008) and Arminen et al. (2018). The divergent finding of this study may 

be due to the fact that this study lacked data from many developing countries. The data 

from all the countries in the world would have possible given us different results. 
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5. CONCLUSIONS AND FUTURE RESEARCH 
CSR is a trending topic in the research field and due to its vividness and growing 

significance new studies of the topic are meaningful. Studies of issues related to CSR 

give us a better understanding of this complex and important topic. The relationship 

between CSR and culture has been studied before but the research of topic is relatively 

new. Previous studies of the topic are from the 21st century. However, the results of 

previous studies are to some extent contradictory. Nowadays, businesses’ must adapt 

CSR activities to their policies or they will suffer from serious consequences. This has 

been seen in history when companies’ neglecting their social responsibilities have 

faced major financial and non-financial difficulties after the scandals. In an increasingly 

globalized world, the impact of culture cannot be ignored. Culture has a holistic impact 

on the things around it and, therefore, cultures are also expected to influence CSR. 

The aim of the study was to determine how cultural and institutional differences affect 

CSR performance. To tighten the focus of the study, the study was limited to the 

banking industry.  

 

This study was carried out with data from three different sources. The data was 

compiled to address 49 countries and the focus of the study was to analyze CSR and 

culture at national level. The overall CSR performance was used as a dependent 

variable in the analyses and cultural dimensions were used as explanatory variables 

with a control factor GDP per capita. In addition, models were also tested with different 

cultural areas as dummy variables. This chapter presents the conclusions of the study 

and summarizes the main findings. Also, the limitations of the study are being analyzed 

as well as the possibilities for the future research of the topic.   

5.1 Conclusions of the results 

The study aimed to analyze how cultural and institutional differences affect CSR 

performance in the banking industry. The sub-questions analyze the main research 

question from multiple different aspects which are power distance, individualism, 

masculinity, uncertainty avoidance, long-term orientation, indulgence and GDP per 

capita. The results of this study suggest that some of the cultural aspects affect CSR 

performance but some aspects do not have a significant impact on CSR.  This study 

found a negative relationship between CSR performance and power distance as well 
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as between CSR performance and masculinity. The negative impact of power distance 

is more significant than the negative effect of masculinity. The third relationship found 

in this study is a positive relationship between CSR performance and individualism. 

The fourth finding in the study is that there is a negative relationship between CSR 

performance and GDP per capita. Surprisingly, according to this study, uncertainty 

avoidance, long-term orientation and indulgence A summary of the results is presented 

on table 12. 

 

Table 15. The Impact of Different Aspects on CSR 

	 	
Impact	on	CSR	performance	

	
	
Power	distance	
	

	
Negative	(-)	

	
Individualism		
	

	
Positive	(+)	

	
Masculinity	
	

	
Negative	(-)	

	
Uncertainty	avoidance	
	

	
No	impact	

	
Long-term	orientation	
	

	
No	impact	

	
Indulgence	
	

	
No	impact	

	
GDP	per	capita	
	

	
Negative	(-)	

 

As an answer to the research question, large power distance, masculinity and GDP 

per capita have a negative impact on CSR performance while individualism has a 

positive impact on it. The results are partly consistent with the hypotheses. Power 

distance and masculinity has the expected negative relationship with CSR 

performance. However, the result of individualism and GDP per capita are against the 

expected hypothesis. The hypothesis predicted a negative relationship between 
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individualism and CSR performance but unexpectedly this study revealed a positive 

relationship between individualism and CSR performance. On the other hand, the 

hypothesis expected a positive relationship between CSR performance and GDP per 

capita but surprisingly this study found a negative relationship between these factors. 

The results from uncertainty avoidance, long-term orientation and indulgence variables 

were insignificant and therefore, this study did not find a relationship between CSR 

performance and those factors.  

 

Comparing the results to previous studies and literature the results are partly 

consistent. For the power distance variable, the results were in line with Ringov’s and 

Zollo’s (2007) and Peng’s et al. (2014) findings. In turn, Ho et al. (2012) found the 

opposite results. Overall, the result of this dimension is coherent with most previous 

studies and literature. The negative relationship between these two factors was 

expected because small power distance and low hierarchy lead to better information 

flow, awareness of CSR issues and disclosure of CSR information. An open 

organizational culture encourages CSR. Therefore, the large power distance was 

expected to reduce CSR performance. 

 

For the individualism variable, the results were consistent with the findings of Peng et 

al. (2014). Matten and Moon (2008) also support individualism having a positive impact 

on CSR performance. However, most of the previous studies found different results. 

Ho et al. (2012) as well as Thanetsunthorn (2014) found that individualism leads to 

lower CSR performance and Ringov and Zollo (2007) did not find any relationship 

between individualism and CSR. Individualism leads to better CSR performance 

because the companies operating in a highly individualistic culture invest in explicit 

CSR activities with various donations (Matten & Moon 2008). The positive relationship 

between individualism and CSR performance can also be explained by the nature of 

the banking industry. When considering the triple bottom line, the economic and social 

responsibilities are more prominent to the banking industry than the environmental 

responsibilities. Therefore, the CSR activities of the banks stress the economic and 

social perspectives, such as donations. 

 

For the masculinity variable, the results were consistent with most previous studies 

and literature. The finding of a negative relationship between CSR performance and 
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masculinity is in line with studies by Ringov and Zollo (2007), Peng et al. (2014) and 

Thanetsunthorn (2014). However, this study found a significant negative relationship 

between masculinity and CSR performance only when the Other Europe and 

Continental Asia dummy variables were included to the model. Overall, the findings of 

this study suggest a possible negative relationship between CSR performance and 

masculinity. While this finding is consistent with many other studies, it disagrees with 

the findings of Ho et al. (2012). Masculine culture supports material success and value 

less cooperation, solidarity and caring for others (Ringov & Zollo 2007). Hence, it is 

understandable that there is a negative relationship between CSR performance and 

masculinity. 

 

The results of CSR performance and GDP per capita were surprising and the results 

were not consistent with previous studies. Chih et al. (2008) as well as Arminen et al. 

(2018) found a positive relationship between CSR performance and GDP per capita. 

The inconsistent result of this study can be explained by the lack of data from many 

developing countries. Compared to the other continents, there was the least data 

available from Africa. 

 

Surprisingly, the study did not find any relationship between CSR performance and 

uncertainty avoidance. In previous studies, Ho et al. (2012), Peng et al. (2014) and 

Thanetsunthorn (2014) found a positive relationship between CSR performance and 

strong uncertainty avoidance. However, Ringov and Zollo (2007) did not find any 

relationship between CSR performance and uncertainty avoidance either. Overall, the 

results of this study are most similar to Peng et al. (2014) which is one of the newest 

studies of the topic. The structure used in this study differs from the previous ones 

because the data used in them has been at company level. This study focused on the 

national perspective and the used data describes the countries CSR performance at 

national level. 

 

The inconsistency between previous research results can be explained by the fact that 

the data used in the studies is from different sources. Therefore, this research can be 

very useful for those who use CSRHub as a source in a future research. The use of 

the same source improves the comparability of the studies. Despite the use of various 

sources, both this study and previous studies and literature show that culture has an 
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impact on CSR. Therefore, considering the importance of culture is important when 

looking at CSR activities and practices. 

 

In contrast to the other studies, this study also included two newest cultural 

dimensions, long-term orientation and indulgence. However, this study did not find any 

relationship between CSR performance and long-term orientation or indulgence. 

According to the results of this study, the original model of Hofstede’s cultural 

dimensions is sufficient in this CSR context. In addition to the cultural dimensions, this 

study examined culture through different cultural groups. The results of this study 

suggest that Nordic culture will possibly lead to higher CSR performance. However, all 

the models did not support this finding. For other cultural groups, the study did not find 

any significant relationships. This may be due to the relatively rough division of the 

different countries into different groups. Although countries can be divided into cultural 

groups according to their main characteristics, countries still have their own national 

cultures and not any country has the exact same culture with another country. 

Therefore, the overall result from this study is that power distance, individualism, 

masculinity and GDP per capita has an impact on CSR performance but other factors 

have no effect on it. 

5.2 Limitations and future research 

It is natural for the study to has some limitations. One of the limitations of this study is 

the lack of data. Firstly, there was not as much data available about the latest 

dimensions as the original ones. Secondly, some countries had to be eliminated from 

the sample since there was not data available either on CSR performance or cultural 

dimensions. According to different sources, there are a total of 195 countries in the 

world (Stratfor 2018; Worldometers 2018). The sample comprised 49 countries which 

is circa 25 % of the total population. With a larger sample, the results of the study would 

be even more reliable. However, the sample represents the whole population relatively 

well because it consists of countries from different cultures and not only from a 

particular region.  

 

The use of dummy variables in research proved to be challenging. Dividing variables 

into different groups according to geographical boundaries did not add value to the 
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research. Therefore, the dummy variables were formed again based on the cultural 

factors rather than the geographical boundaries. The creation of dummy variables 

according to culture was challenging, but based on previous literature, dividing data 

into six regions was possible. 

 

For further research, the same research could be done for more than one industry and 

the results could be compared between different industries. Limiting research to one 

industry adds value to research as it provides a more comprehensive analysis of a 

particular issue. Moreover, CSR is very context-dependent and practices vary in 

different industries (Tuppura, Arminen, Pätäri & Jantunen 2016). Therefore, it is 

reasonable to focus on one industry at a time. 

 

In the future, it would also be interesting to do a similar research at company level 

including the corporate control variables, such as the size of the company. This method 

would allow wider research to be carried out. Another possible topic for research in the 

future would be including the analysis of different sections of CSR to the study. Instead 

of examining only the overall CSR performance, the scores of environment, 

employees, community and government categories could also be analyzed. It would 

be interesting to see if adding the sub-categories showed different results. The growing 

importance of CSR increases the need for future research on this topic. Moreover, 

there is a need for further research of CSR and culture as the results of previous 

studies are mixed.  
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APPENDIX 

Appendix 1. Data Matrix 

 

Country	
Compan
ies	

CSR	
Mean	

CSR	Std	
Dev	

Power	
Distance	

Individua
lism	

Masculi
nity	

Uncert.	
Avoidance	

Long-
term	Or.	

Indulg
ence	

GDP	per	
Capita	

USA	 263	 46	 5,6124	 40	 91	 62	 46	 26	 68	 52	364,20	

Canada	 7	 53	 10,2094	 39	 80	 52	 48	 36	 68	 50	262,10	

Mexico	 3	 50	 6,5921	 81	 30	 69	 82	 24	 97	 9	707,90	

Austria 1 53	 -	 11	 55	 79	 70	 61	 63	 47	996,60	

Belgium	 1	 58	 -	 65	 75	 54	 94	 82	 57	 45	496,70	
Czech	
Republic	 1	 50	 -	 57	 58	 57	 74	 70	 29	 21	894,10	

Denmark	 1	 57	 -	 18	 74	 16	 23	 35	 70	 60	670,20	

France	 2	 60	 2,6350	 68	 71	 43	 86	 63	 48	 42	015,70	

Germany	 3	 57	 3,4317	 35	 67	 66	 65	 83	 40	 45	845,50	

Greece	 2	 53	 6,3015	 60	 35	 57	 100	 45	 50	 22	699,10	

Hungary	 1	 52	 -	 46	 80	 88	 82	 58	 31	 14	997,20	

Ireland	 1	 48	 -	 28	 70	 68	 35	 24	 65	 69	974,10	

Italy	 8	 49	 6,5503	 50	 76	 70	 75	 61	 30	 34	362,70	

Netherlands	 3	 58	 8,3966	 38	 80	 14	 53	 67	 68	 52	267,70	

Norway	 1	 54	 -	 31	 69	 8	 50	 35	 55	 90	288,80	

Poland	 9	 50	 6,9304	 68	 60	 64	 93	 38	 29	 15	066,00	

Portugal	 2	 52	 10,3128	 63	 27	 31	 99	 28	 33	 22	426,30	

Russia	 2	 49	 8,7190	 93	 39	 36	 95	 81	 20	 11	279,60	

Spain	 3	 59	 2,1923	 57	 51	 42	 86	 48	 44	 31	505,30	

Switzerland	 7	 49	 7,8235	 34	 68	 70	 58	 74	 66	 76	691,10	

Ukraine	 1	 53	 -	 92	 25	 27	 95	 55	 18	 2	905,90	

UK	 7	 53	 7,1971	 35	 89	 66	 35	 51	 69	 41	981,40	

China	 10	 51	 3,9562	 80	 20	 66	 30	 87	 24	 6	893,80	

Hong	Kong	 3	 45	 7,3464	 68	 25	 57	 29	 61	 17	 36	776,20	

Japan	 22	 42	 5,2620	 54	 46	 95	 92	 88	 42	 47	623,30	

South	Korea	 4	 55	 2,8630	 60	 18	 39	 85	 100	 29	 25	458,90	

Taiwan	 6	 51	 3,1517	 58	 17	 45	 69	 93	 49	 6	893,80	

Australia	 6	 55	 4,8893	 36	 90	 61	 51	 21	 71	 55	478,60	

Philippines	 3	 49	 4,5170	 94	 32	 64	 44	 27	 42	 2	753,30	

Bangladesh	 1	 65	 -	 80	 20	 55	 60	 47	 20	 1	029,60	

India	 10	 54	 4,4119	 77	 48	 56	 40	 51	 26	 1	861,50	

Pakistan	 1	 51	 -	 55	 14	 50	 70	 50	 -	 1	178,80	

Indonesia	 6	 55	 2,6039	 78	 14	 46	 48	 62	 38	 3	974,10	

Malaysia	 6	 51	 4,2936	 100	 26	 50	 36	 41	 57	 11	031,80	

Singapore	 1	 46	 -	 74	 20	 48	 8	 72	 46	 52	600,60	
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Thailand	 5	 54	 2,0423	 64	 20	 34	 64	 32	 45	 5	901,90	

Brazil	 5	 57	 2,6905	 69	 38	 49	 76	 44	 59	 10	826,30	

Chile	 3	 52	 5,2537	 63	 23	 28	 86	 31	 68	 15	019,60	

Panama	 1	 52	 -	 95	 11	 44	 86	 -	 -	 10	982,40	

Egypt	 2	 46	 10,5818	 70	 25	 45	 80	 7	 4	 2	724,40	

Morocco	 2	 52	 2,8122	 70	 46	 53	 68	 14	 25	 3	204,90	

Nigeria	 1	 46	 -	 80	 30	 60	 55	 13	 84	 2	455,90	

South	Africa	 7	 57	 6,2206	 49	 65	 63	 49	 34	 63	 7	489,00	

Israel	 5	 57	 2,5674	 13	 54	 47	 81	 38	 -	 33	677,50	

Kuwait	 2	 47	 0,2486	 90	 25	 40	 80	 -	 -	 35	250,90	

Lebanon	 3	 61	 2,6541	 75	 40	 65	 50	 14	 25	 7	144,00	

Saudi	Arabia	 3	 34	 10,8496	 95	 25	 60	 80	 36	 52	 21	395,40	

Turkey	 7	 54	 4,7929	 66	 37	 45	 85	 46	 49	 14	117,00	
United	Arab	
Emirates	 6	 48	 5,1219	 90	 25	 50	 80	 -	 -	 40	864,20	

 
 
Appendix 2. Power Distance 
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Appendix 3. Power Distance and Dummy Variables 
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Appendix 4. Individualism 
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Appendix 5. Individualism and Dummy Variables 
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Appendix 6. Masculinity 
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Appendix 7. Masculinity and Dummy Variables 
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Appendix 8. Uncertainty Avoidance 
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Appendix 9. Uncertainty Avoidance and Dummy Variables 

 
 
 
 
 
 
 
 
 
 
 



 

 

94 

Appendix 10. Long-term Orientation 
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Appendix 11. Long-term Orientation and Dummy Variables 
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Appendix 12. Indulgence 
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Appendix 13. Indulgence and Dummy Variables 

 
 
 

 

 

 



 

 

98 

Appendix 14. GDP per Capita 
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Appendix 15. GDP per Capita and All Cultural Dimensions 
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Appendix 16. GDP per Capita and Dummy Variables 

 
 
 


