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Abstract. The empirical study was conducted in the three selected Balkan Countries from former
Yugoslavia: Slovenia, Croatia and Montenegro through totally 270 experts’ surveys, 90 question-
naires were distributed to entrepreneurs (30), policy makers (30) and experts from academia (30)
in each country in order to assess the CSR level in the country and the effect the main drivers
having on CSR level, then followed by the assessment of CSR impacts on Corporate Reputation
(CR). The model of multivariate regression was developed for assessment of the impact of the
four independent variables (Institutional Environment, Executive Characteristics, Customers’ Ex-
pectations and Political Factors) on dependent variable-CSR. The study also analysed the impact
of CSR (dependent variable) on CR. The obtained results show that countries with the higher
level of CSR, have achieved the greater level of CR. The degree of the impact of the main drivers
on CSR in selected Balkan countries is linked to EU accession level. The political factor has the
highest impact on CSR level in all investigated countries, institutional environment is the next.
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Introduction

Countries in the world are currently facing the important global problems related to climate
change and other risks. Political, economic, and environmental issues are increasingly becom-
ing the responsibility of international business leaders as much as governments. Corporate
Social Responsibility (CSR) plays an important role in dealing with those global challenges.

Such as Chinese government is conducting the “The Belt and Road” project (Chen et al.,
2019) which includes 66 countries, therefore the samples from the countries along the Belt
and Road are useful to investigate their current situations and advanced experiences, and to
propose several key policy implications for “One Belt, One Road” project in the end to reach
its final “all-win” purpose for all involved countries. The Balkan is the last part of Europe,
bordering the Middle East, which has important strategic value. Some Balkan countries are
European Union (EU) member states and some of them are just in the preparation phase to
join EU. Therefore, it is interesting to investigate the impact of joining EU on CSR develop-
ment in former Yugoslavia region. Slovenia first joined EU in 2004, the next Balkan country
entering EU was Croatia which joined EU as its 28th member state on 1 July 2013. Monte-
negro is not EU member state and this country is just negotiating access to EU.

Balkan countries have experienced a lot of diverse challenges in their transition. Ac-
cording to The World Economic Forum’s (WEF) Global Competitiveness Index covering
141 economies of the world, Balkan countries from former Yugoslavia remain the quite low
status. What is visible in GCI report for 2019, Slovenia reached 35 position in 2019 com-
paring with 57% in 2011. Croatia moved from 76 position in 2011 to 63 in 2019. Monte-
negro - from 60™ in 2011 to 73™ in 2019 (Draskovic & Stjepcevic, 2012; World Economic
Forum, 2019). Balkan countries have inherited the common problems from their socialist
past in former Yugoslavia: unbalanced and non-transparent institutional framework, low
knowledge level and low experience in advanced business practices including management
in the markets with high ownership concentration, underdeveloped capital markets in pub-
lic sectors, the agency problem between the majority and minority shares owners in com-
panies, etc. (Dialogue of Civilizations Research Institute, 2018). Also, it should be stated
that observed counties had different path after the Yugoslavian separation. Montenegro got
independency in 2006, Croatia and Slovenia in 1991. War in Croatia and post war period
(peaceful integration) lasted until 1998.

There are many recent studies analyzing the main drivers and determinants of CSR and its
impacts (Bakan, 2004; Hult, 2011; Drummet, 2006; Christensen et al., 2013; Oberseder et al.,
2013, 2014; Mapelli et al., 2016; Ali et al., 2017; Dyduch & Krasodomska, 2017; Hafenbradl &
Waeger, 2016). The main drivers and determinants of adoption of sustainable business prac-
tices such as CSR, identified by the authors are based mainly on institutional factors (Aoki,
2001; Postma & Hermes, 2003; Fiss, 2008; Fox et al., 2002; Roe, 2004; Draskovic & Stjepcevic,
2012; Draskovic & Lojpur, 2013) and less on the utilities determination responded to society
and customer’s needs (Abbas et al., 2018; Oberserder et al., 2013, 2014; Vlachos et al., 2009;
Yuen et al., 2016; Stanisavljevi¢, 2017; Li et al., 2019) or executive characteristics such as
leadership (Hafenbradl & Waeger, 2016; Barker & Mueller, 2002; Christensen et al., 2013;
Kang et al., 2016; Maak et al., 2016; Petrenko et al., 2016; Lu et al., 2019¢) or other factors.
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In Balkan region several important case studies on CSR were conducted in specific sec-
tors of economy for Bosnia and Hercegovina (Cavalic, 2017; Prutina & Sehic, 2016; Prutina,
2016); Bulgaria (Matev & Asenova, 2012; Koleva et al., 2010); Romania (Iamandi & Constan-
tin, 2012; Ioannouu & Serafeim, 2012). However, the situation in Balkan countries requires
special attention taking into account the aforementioned situation and challenges of transi-
tion. There are no empirical studies dealing with comparative assessment of CSR and CR in
selected Balkan countries, therefore this study purposes to fill this gap and aims to assess the
CSR levels of the countries and explore the effect of CSR initiatives of enterprises on their CR
in three selected Balkan countries: Slovenia (SLO), Croatia (CRO) and Montenegro (MON)
which have inherited from former Yugoslavia similar problems while are in the different
position towards the access to EU because of different transformations undergone after the
Yugoslavian separation.

The model of multiple hierarchical regression was applied in order to determine the im-
pact of the main drivers of CSR in selected countries. This main strength of this approach is
simple and clear presentation of the main drivers and their impact on CSR level in three Bal-
kan countries based on expert surveys conducted in these countries. However, this approach
has some shortages linked to the limited number of questions provided in survey for defining
the relationships of independent variables with dependent variable. The limitations of this
study can be avoided by conducting similar research and applying more robust techniques
as Structural Equation Modelling etc.

The rest of this study is structured as follows. The following Section 1 is devoted to a
review of literature in order to define the main drivers of CSR; In Section 2, the methodol-
ogy for assessment of CSR level and its impacts on CR is developed; In Section 3 the results
of empirical studies are discussed; Finally, the conclusion and some directions for future
research are given in last section.

1. Literature review

There are several key topics in current research on determinants of implementation of CSR;
communication and stakeholder commitment, quantification of CSR levels and valuation of
various CSR outcomes (Lu et al., 2019a). CSR concept covers a wide range of issues linked
to the role and functions of business in present society (Jonker, 2005). According to the
definition of Van Marrewijk (2003) the CSR “..refers to company activities — voluntary by
definition - demonstrating the inclusion of social and environmental concerns in business opera-
tions and in interactions with stakeholders”. The following key principles connect all available
concepts and definitions of CSR proposed in well-known studies (Carrol, 1979, 1999, 2000,
2016; Wood, 1991; Moir, 2001; Nazari et al., 2012; Zink, 2007): involvement in community
life, accountability, sustainability, clearness, honest and ethical behavior etc. The common
characteristics of CSR identified by scholars can be divided into the following categories: CSR
practices are common and relevant to all types of businesses; CSR initiatives are voluntary;
they involve interactions with the stakeholders; imposing responsibility for society to provide
input to the quality of life; socially responsible companies grasp “triple results” approach
covering the contributions to economy, society and environment.
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Various CSR issues have been investigated in the economic, management, organizational,
institutional studies from various perspectives in terms of conceptual frameworks, drivers,
impacts, benefits and policies to promote CSR (Carroll, 1979, 1999, 2000, 2016; Carol & Bu-
choltz, 2008; Moir, 2001; Margolis & Walsh, 2003; Van Marrewijk, 2003; Aguilera & Jackson,
2003; Wood, 1991; Aoki, 2001; Poksinska et al., 2003; Crane et al., 2009; Garriga & Melé,
2004; Romani et al., 2016; Yoo & Lee, 2018; Lu et al., 2019a). Currently, organizations are
experiencing various forces to deal with societal concerns (Lewis, 2003; Margolis & Walsh,
2003; Matten et al., 2003; Pedersen, 2006). Consequently, enterprises have been triggered
to the significance of contributing to society, and started to implement CSR practices. The
scholars were broadly analyzing various institutional factors and structures having impact
on CSR movement and its development especially in advanced economies with high qual-
ity institutions and well developed social capital (Aoki, 2001; Postma & Hermes, 2003; Fiss,
2008; Fox et al., 2002; Roe, 2004; Draskovic & Stjepcevic, 2012; Draskovic & Lojpur, 2013).

Scholars agree that the eflicient management of the enterprises involves the establishment
of long lasting coherent relationships and productive communication with all the stakehold-
ers involving in business processes and supply chains (Zingales, 1997; Higgins, 2002; Apreda,
2006; Pedersen & Neergaard, 2006; Kang et al., 2016). Some authors also stressed the cur-
rent increasing pressure of state agencies and Non-Governmental Organizations (NGOs) on
business entities in terms of their social responsibility due to global environmental problems
and other risks (Crane et al., 2009; Kolk, 2016). However, most authors agree that the CSR
is not achievable without establishment of a firm institutional framework. The most im-
portant preconditions for its development are: corporate citizenship, social partnership and
societal investments (Draskovic & Stjepcevic, 2012). The Corporate Governance (CG) is the
part of CSR which includes several important participants: shareholders or individual and
institutional owners, employees, internal and external managers and corporate constituents.
Their related interactions are multifaceted and are enforced by the institutions through for-
mal or informal rules which are necessary to follow. Consequently, the proper institutional
environment requires operational corporate governance. As it well known that the effective
institutional structure is the main prerequisite of sustainable economic development, it is rea-
sonable to apply the same cause-and-effect relationship to CG and CSR (Aoki, 2001; Postma
& Hermes, 2003; Fiss, 2008).

CG is the set of policies, laws, processes, and institutions having impact on modes of di-
recting, administering and controlling of enterprises. Study by Miras-Rodriguez del Mar et al.
(2019) investigated CG mechanisms driving CSR in emerging economies. There are many
informal institutions affecting the corporate governance, companies’ specific norms and val-
ues, ethical codes, culture of organization, as well as public norms and values of the society,
self-regulation processes and structure in industries (Bice, 2015; Martin, 2015; Everard et al,,
2016). The brand, image, identity and corporate reputation of a company and its interac-
tions with competitors, suppliers and consumers also play a major role (Lu et al., 2019a).
The corporate governance institutions provide formal or informal contracts among diverse
stakeholders (Fox et al., 2002; Jonker, 2005; Aguilera et al., 2007; Pesmatzoglou et al., 2014).

The political connections of companies are also found as important determinants of in-
stitutional environment which have impact on CSR initiatives especially among transition
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countries (Maitland et al., 2009; Maak et al., 2016; Huang & Zhao, 2016). There are many
ways to define political connections. Political connections can be focused on direct political
linkages, i.e., relations between present or former top managers, employees, or investors and
politicians, or on indirect political connections such as campaign contributions and lobby-
ing activities. North (1990) developed an institutional matrix with the aim to rationalize the
legal, cultural and normative constituents of the companies’ environment. The importance of
the institutional matrix is implied in its impacts on the strategic choices of companies. Dras-
kovic and Lojpur (2013) pointed that in the case of underdeveloped institutional framework,
the informal instructions and the informal institutions based on the personal relationships
become more imperative. The formal and informal institutions work together by supple-
menting or replacing each other. In conclusion, Babi¢ (2010) argued that the discussion on
CG and CSR always ends up with the problem of anxiety between individual freedom and
institutional power.

In Figure 1 the main institutional and other factors having impact on CG and CSR are
given.

In recent literatures CSR has also been regarded as a successful tool for companies to
improve their reputation and create strong brand image to influence the customer’s loyalty.
Many authors highlighted that appealing to CSR activities provides for enhancing CR in vari-
ous ways (Li et al., 2018; Lu et al., 2019b; Mapelli et al., 2016; Kudlak et al., 2018; Lewis, 2003;
Dean, 2002; Dixit, 2009; Dummet, 2006; Danubianu & Teodorescu, 2017). Progressively, by
engaging in CSR activities firms are trying to differentiate themselves from other competi-
tors, create an expressive ties with their clients, stimulate employee satisfaction and loyalty
to the company, build a basis for a greater customer tolerance to the growth of prices, create
advantageous publicity, increase understanding of skeptical and negatively-oriented public
officials and enhance CR and strengthen brand loyalty (Lu et al., 2019b). Therefore, scholars
have identified customer’s expectations and loyalty as important drivers for implementation
of CRS (Abbas et al., 2018; Oberserder et al., 2013, 2014; Vlachos et al., 2009; Yuen et al.,
2016; Stanisavljevi¢, 2017; Li et al., 2019). The customer’s expectations are also influenced
by institutional environment. However, customer’s loyalty is mainly attributed to corporate
brands and reputations of companies. There is a dual relationship between CR and CSR as
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Figure 1. Institutional and other factors having impact on CG and CSR
(source: created by authors based on Jonker, 2005; Draskovic & Stjepcevic, 2012)
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CSR can generate various advantages for the firm, nevertheless, in the case of bad reputa-
tion, the influence of CSR can be unfavourable for the company due to corporate hypocrisy
issues (Yoon et al., 2006). This mutual underpinning connection is very important for firms
during preparation of their differentiation strategies and planning strategic investments in
intangible assets such as CSR. Besides that, the responsiveness of stakeholders plays very
important roles when analysing the influence of CSR on corporate reputation. Hillenbrand
and Money (2007) indicated that there are two alternate standpoints: CSR is a determinant
of the CR, and CSR is a main component of CR. Therefore, it is possible to state that CSR
corresponds to CR in terms of corporate behaviours and stakeholder insights. Hence, based
on study by Hillenbrand and Money (2007), the CSR and CR can be treated “as two sides
of the same coin”

The micro-foundations of CSR are linked to the analysis of characteristics of CEOs and
leadership styles as main determinants of CSR in enterprises (Barker & Muller, 2002; Chin
et al., 2013). The current studies on executive characteristics and their belief in the business
case for CSR (Hafenbradl & Waeger, 2017; Maak et al., 2016) are formed on two grounds.
First, executives need factual evidence to believe that business case indeed exists. The second
statement is that those executives who do believe in the business case are keener to invest
in CSR-related activities. The recent study by Hafenbradl & Waeger (2017) provided that if
managers trust in a fair market ideology in the business case for CSR, they are not more per-
suaded to engage in CSR than managers who did not hold such an ideology due to a weaker
moral reaction linked to ethical problems. Other studies investigated ethical leadership and
other CEO characteristics including political ideologies which have impacts on willingness
to engage in CSR practices (Christensen et al., 2013; Kang et al., 2016; Maak et al., 2016; Pe-
trenko et al., 2016; Lu et al., 2019¢). Therefore, the executive characteristics have been found
as important factors driving CSR movement.

Analysis of various theoretical models and empirical studies on CSR and CG shows the
importance of institutional environment including political relations for CSR and CG realiza-
tion and progress. The institutional environment is comprised of regulations, customs and
norms prevailing in societies, professions and organizations, which impose upon and shape
organizational behavior.

Formal and informal institutions provide the main elements for the governance structure
at diverse levels of firm’s interaction within an economy. One significant level of interaction
is the corporate level. According to views from many scholars, the appropriate institutional
frameworks are necessary for creation and maintenance of the resilient CSR framework.
Therefore, based on literature analysis conducted above, the institutional factors were found
as an obligatory prerequisite for operational CG and effective CSR initiatives. As customer’s
expectations and executive characteristics play important roles in driving CSR practices,
these drivers were also included in theoretical model presented in Figure 2.

The theoretical model will be practically tested by empirical studies in several selected
Balkan countries which have the same inherited institutional environment from former Yu-
goslavia though they have achieved different progress towards the access to EU and experi-
enced very diverse transformations after regain of independence (Dialogue of Civilizations
Research Institute, 2018).
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Figure 2. The theoretical model

The main hypotheses were presented as follows:
HI1: The institutional environment and political relations are the main drivers of CSR
level as well as CR of enterprises in selected Balkan countries;
H2: The degree of the impact of the main drivers on CSR in selected Balkan countries is
linked to EU accession level.
The methodology for a quantitative assessment of CSR level in the countries and the
impact of the main drivers presented in Figure 2 is presented in the next section.

2. Methodology

270 experts’ surveys were conducted in three countries Montenegro (MON), Croatia (CRO),
and Slovenia (SLO) from 21%¢ July 2019 to 1%t September 2019, respondents include experts
from owners of companies in the private sector (30 entrepreneurs), State administration of-
ficials with an academic title (30 policy makers) and university professors and assistants (30
experts from academia). They were surveyed in personal in each country in order to assess
the CSR level in the country and the effect the main drivers have on CSR level, then followed
by the assessment of CSR impacts on CR. A Snowball sampling approach was applied. A
small pool of initial informants was used to nominate, through their social networks, other
participants who meet the eligibility criteria and could potentially contribute to a specific
study. The respondents were asked to assess using the scores, based on their practise and
understanding, the dependent variable in the model, described as the achieved level of CSR.
The respondents were asked to assess situation only in their home country. During experts
survey they were also requested to score the values of four independent variables in the
model, which related to: institutional environment, executive characteristics, customers’ ex-
pectations, political factors, and the level of realized CSR influence on the level of CR.

In three countries experts applied scores based on a Likert-type scale (1.0, 1.5, 2.0, 2.5,
3.0, 3.5, 4.0, 4.5, 5.0), where 1.0 indicates the lowermost influence, and 5.0 indicates the up-
permost effect. For the needs of the survey, the respondents have been selected from three
important areas linked to CSR: owners of private sector firms (private sector entrepreneurs),
state administration officials with an academic title, and the university professors and assis-
tants. Following regression analysis has included both separate and integral data for all three
considered groups.
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2.1. Descriptive statistics

Descriptive statistical analysis of the obtained data indicated that the assumptions of normal-
ity and linearity of multi-correlation were met. This justifies the use of regression analysis of
the first-order model. All extreme values and atypical points were verified, and they also met
the prerequisites for the application of the multiple-linear regression model, for determina-
tion of the correlation among the dependent variable and the four independent ones. It is
essential to state that the correlation coefficient (r) and the coefficient of determination (72)
are quite large (see Table 1). This also justifies the use of a multiple linear regression model.

Table 1. Coefficient correlation (r) and Coefficient of determination (r2)

MON CRO SLO
0.846 0.933 0.952
0.715 0.871 0.906

2.2. Model of multiple hierarchical regression analysis

The dependent variable was described as the achieved level of CSR in the model. The experts
were also requested to score the values of four independent variables, including institutional
environment, the executive characteristics, customers’ expectations; political factors, the level
of realized CSR influenced the level of CR.

The aim is to determine the functional association of the dependent variable (the level
of CSR achieved - Y, and independent variables in the model (respectively): institutional
environment (Mv;), the executive characteristics (Mv,), customers’ expectations (Mv;), and
political factors (Mv,). The idea is to assess the anticipated mean value of the dependent
variable (Y), established on the basis of distinctive assessments of the experts. After evalua-
tion of the dependent variable, and their dependence on the variables (Mv,_,) the regression
coeficients can be determined (b, b,, b,, bs, b,), and the coeflicients of formula can be
calculated using Eq. (1):

Y =bo+biMv, +b:Mv, +bsMv, +biMv (1)

where: Y - is the mean expected value of the dependent variable; b, — is Y-axis intercept,
established based on the applied model; b,, b,, b;, by — are constants of the independent
variables Mv;, Mv,, Mv; Mv,, correspondingly, or the slopes of the matching lines. That
implies that each independent variable value in defined interval, the value of the dependent
variable can be assessed or it is possible to state that Y is “average” assessed value since it
is the mean value of the probability dissemination of all possible Y values for a given values
of Mv;, Mv,, Mv; Mv,. _

In order to define the value of Y the least-squares method was employed (Bertsekas &
Nedic, 2003). However, the main aim is to fix the following coeflicients: by, b;, b,, b3, b, by
minimizing the sum of squared errors (SSE) in Eq. (2):

n _ n
ssE=)"(% ¥ )2 = (¥ = (b + by Xy by X + 3 X +5, X)) @)
k=1 k=1
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where: Y; - the genuine value given by k experts (k =1,n) for the dependent variable Y;
17,( - the assessed value of the dependent variable by the model based on the sample of k
experts (k =1, n); n - is the total number of experts in survey (90 in MON, 90 in CRO, and
90 in SLO).

By applying the least-squares technique, the minimization of the sum of vertical differ-
ences for each pair of points is obtained on horizontal line (Balakrishnan et al., 2012). Or, in
other words, the best fits of the available distribution of points was obtained, by defining the
optimal value of Y-axis intercept (b), as well as coefficient (b, b;, by, bs, by), in turn to ob-
tain a more precise value of Y for the assessed values of X;,i= 1,_4 and Y (for Vk, k= I,_n ).
Therefore, the optimal average value of the dependent variable is determined by Y, on the
basis of the values of independent variables (Mv;, Mv, Mv; Mv,) and the dependent variable
(Y), for Vk, k =1, n, which were subjectively assessed by respondents.

3. Results and discussion
3.1. Assessment of CSR and its drivers

H1 hypothesis (The institutional environment and political relations are the main drivers of
CSR level as well as CR of enterprises in selected Balkan countries) was tested by assessing
the impact of mean values of the independent variables on dependant variables for selected
countries.

H2 hypothesis (The degree of the impact of the main drivers on CSR in selected Balkan
countries is linked to EU accession level) was tested by comparing assessment of average CSR
level in scores by respondents in Balkan Countries.

The obtained regression analysis results are shown in Table 2. In addition to coefficients:
by, by, by, by and by, statistical parameters are listed: mean absolute deviation (MAD); mean
square error (MSE); mean absolute percent error (MAPE) and standard error of the regres-
sion assessment (SE).

Table 2. Corresponding statistical values of parameters for: MON, CRO and SLO
(source: calculated by authors)

Parameters Case 1: MON Case 2: CRO Case 3: SLO
b, -0.414 0.538 0.184
b, 0.395 0.820 0.232
b, 0.433 0.169 0.108
b; 0.037 -0.053 0.369
by 0.117 -0.027 0.266
Y, 2.43 2.89 3.52
MAD 0.274 0.133 0.152
MSE 0.121 0.041 0.043
MAPE, % 12.57 4.54 0.046
SE 0.3067 0.2083 0.2133
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Using information in Table 2, we can discuss the main results:

- Mean absolute deviation provides the data on how much the value of the dependent
variable, obtained through multiple regression analysis, is in line to the assessed value
by the experts. The obtained values 0.274, 0.133 & 0.152 respectively show that model
quite well reproduces the perception of experts.

- Mean square error provides information on consistency of the model. The obtained
numbers 0.121, 0.041 & 0.043 respectively in the case of analysed samples in MON,
CRO and SLO show the satisfactory matching of the model with the real data ob-
tained during the expert’s survey.

— Mean absolute percent error also indicates the consistency of model. The obtained
numbers (respectively): 12.57%, 4.56% & 0. 04% for MON, CRO, and SLO show that
the model is consistent.

- Standard error of the regression estimates or standard deviation of regression provides
the confidence intervals around the regression line. This estimate shows how much
the dependent variable value, estimated in model, can vary numerically. The following
values were obtained: in the case of MNO it is 0.30, for CRO - 0.20, for SLO - 0.21.

Figures 3-5 show the genuine value of the dependent variable Y, assessed on the basis of

subjective estimates of 270 experts from MON, CRO and SLO, as well as the estimated value
of the dependent variable, calculated in Model Y.

Based on the analysis of each sample in these 3 different countries, the data given in

Table 3 (illustrated with Figure 6) were obtained. The analysis of the linear dependence

between the dependent variable and the average values of independent variables shows the

following: the variable Mv, and Mv, have the greatest influence on the dependent variable

in the case of Slovenia. In addition, the smallest influence of independent variable Mv, and

My; exists in Montenegro.

Value

4.0
3.5 16 1
3.0 M

2.5

BT N

FAARIVE

1 357 91113151719 21232527 29 31 33 3537 39 41 43 45 47 49 51 53 55 57 59 61 63 65 67 69 71 73 7577 79 81 83 85 87 89
Respondents

Figure 3. The values of the dependent variables assessed by experts and calculated
by Model Y for MON (source: calculated by authors)
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Figure 4. The values of the dependent variables assessed by experts and calculated
by Model Y for CRO (source: calculated by authors)
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1 3 5 7 91113151719 21232527 29 31 33 3537 39 41 43 45 47 49 51 53 55 57 59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89
Respondents

Figure 5. The values of the dependent variables assessed by experts and calculated
by Model Y for SLO (source: calculated by authors)

Table 3. Mean values of the independent variables and their impact to the dependant variable
(source: calculated by authors)

Rank Case 1: MON Case 2: CRO Case 3: SLO
1 Mv, [4.43] My, [3.95] My, [4.45]
2 Mv, [3.31] Mv, [3.78] Mv, [3.96]
3 Mv; [2.55] Mv; [2.86] My, [3.18]
4 My, [2.00] My, [2.86] Mvs; [3.06]
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Mean

Error bars: 95% Cl

Figure 6. Dependant variable (Y) vs. independent variables (Mv;_,)

I MON
& CRO
60 — O SLo
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Percent

20

1.00 1.50 2.00 2.50 3.00 3.50 4.00 5.00
Error bars: 95% CI

Figure 7. The percentage of estimates from 1 to 5 in the set of dependent variable (Y)
(source: calculated by authors)

The average values of the dependant variable estimated by the respondents are shown in
Figure 7, and expressed in %, for each of the analysed categories, i.e., MON, CRO, and SLO.
It is obvious that the highest percentage of respondents (over 40%) from all three countries
rated the achieved level of CSR medium (2.5-3.5). The smaller percentages were associated
to weak (1-1.5) and also smaller to strong (4-5) level of CSR achieved which exposed to
the citizens in accordance to the subjective judgments of the respondents from the analysed
countries. This analysis is done throughout the whole sample.
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The correlation coeflicient values (R) are above 0.6 not only at level of an individual coun-
tries (see Table 1), but also for all countries (Table 4), suggesting strong linear dependence.
Coefficient of determination (R?) indicates that Y is determined 70% by selected independ-
ent variables, which means the regression predictions approximate the real data points, and
that variation of Y is 67% explained by changes of the selected independent variables.

Table 4. Summary of the model for all countries

R R2
0.913(a)

Adjusted R square Std. error of the estimate

0.833 0.831 0.30061

Additionally, the calculation of respondents for each of the categories was performed
by analogy with Table 2. The results of these additional analyses are given in Table 5. The
presented data shows the similarity of answers from far different groups of respondents. The
low assessment of university professors and assistants is expected regarding the level of the
achieved level of CSR in MON, and CRO. And the rank of assessment the achieved level of
CSR relates to the countries pattern.

Table 5. Mean values of the dependent variable Y in the case of MON, CRO, SLO different categories

of respondents (source: calculated by authors)

Owners of companies in the private sector
MON CRO SLO
Mv; | Mv, | Mv; | Mvy, | Mv; | Mv, | Mvy | Mv, | Mv; | Mv, | Mv; | My,
193 | 3.38 | 2.25 4.2 245 | 3.85 | 3.05 4 2.95 4.2 2.8 4
b, -1.25 -0.85 0.976
b, 0.27 0.05 0.623
b, 0.76 0.80 -0.090
b, 0,21 0.07 -0.071
b, 0.01 0.03 0.328
Y, 2.40 2.9 3.55
MAD 0.238 0.164 0.122
MSE 0.092 0.029 0.018
MAPE 10.19 5.78 0.036
SE 0.30699 0.10112 0.14850
State administration officials with an academic title
MON CRO SLO
Mv; | Mv, | Mvy | Mv, | Mv; | Mv, | Mv; | Mv, | Mv; | Mv, | Mv; | My,
2.0 3.4 2.3 4.7 2.58 | 3.98 | 2.88 | 4.08 2.9 441 | 3.06 | 3.96
b, -0.61 0.19 0.19
b, 0.42 0.90 0.23
b, 0.10 0.32 0.09
b, -0.13 -0.19 0.37
b, 0.47 -0.04 0.27
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Y, 2.43 3.09 3.53
MAD 0.138 0.107 0.155
MSE 0.027 0.027 0.044
MAPE 5.77 3.50 4.72

SE 0.18533 0.17972 0.22907

University professors and assistants
MON CRO SLO
Mv, | Mv, | Mvy | Mvy, | Mv; | Mv, | Mv; | Mv, | Mv; | Mv, | Mv; | My,
1.9 3.3 2.6 4.4 2.2 3.5 2.7 3.9 2.9 4.6 3.4 4.1

by -1.55 0.40 -0.18
b, 0.11 0.97 0.22
b, 0.06 0.11 0.19
b, 0.02 0.07 0.45
by 0.77 -0.09 0.19
Y, 2.35 2.8 3.78
MAD 0.158 0.144 0.108
MSE 0.075 0.027 0.019
MAPE 7.12 4.99 0.029

SE 0.14440 0.17973 0.19253

3.2. The impact of corporate social responsibility on corporate reputation

Today, CR tends to be one of the most important aspects of a growing business. Our research
in the observed countries include respondents’ assessment of the level of CR. Regarding
CR, our starting hypothesis is that correlation between the level of CSR and CR is higher in
the countries having greater level of CSR. Through analysis of the collected data, first of all
correlation analysis, we verify the starting hypothesis. The results are shown in Table 6, and
Figures 8, 9, and 10.

As one can see from Table 6 and Figures 9-10 correlation between the level of CSR
and CR is the highest in Slovenia with a greater level of CSR among other selected Balkan
countries.

Table 6. Correlation between CSR and CR

Parameters Case 1: MON Case 2: CRO Case 3: SLO
CSR 2.43 2.89 3.52
CR 1.96 2.86 3.18

r 0.455 0.627 0.820
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Figure 8. CSR - CR relation in Case MON (source: own calculations)
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Figure 9. CSR - CR relation in Case CRO
Conclusions

Based on the conducted literature review, it was found that the prevailing influencing factors
on achieved CRS level are as follows: the political relations, institutional environment, execu-
tive characteristics, customers’ expectations.

Therefore, the functional dependencies between the dependent variable - the level of
CSR, and the independent variables (political relations, institutional environment, executive
characteristics and customers’ expectations) were established.
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Figure 10. CSR - CR relation in Case SLO

On the basis of statistical modelling it has been shown that the mean expected values
of the dependent variable are: 2.43 (MON), 2.89 (CRO), and 3.52 (SLO). Also, the rank of
independent variables influence on the dependant variable was established. Testing impact
of CSR to CR showed that countries with the higher level of CSR, have achieved the greater
level of CR. According to those stated above, the starting hypothesis in the study has been
fully verified.

The Slovenia (joined EU in 2004) has the highest CSR level, then followed by Croatia
(accessed to EU in 2013) and Montenegro (not EU member state). The political factor has
the highest impact on CSR level in all investigated countries, institutional environment is the
next; Correlation between the level of CSR and CR is higher in the countries having greater
level of CSR;

From the perspective of enhancing the level of CSR, the findings of this study give
references for deciding on the directions, that when setting up a good strategy of the devel-
opment, the given factors and their influence should be considered as the most important.
These factors are, on the basis of regression analysis, significant elements in the influence
to the level of CSR. The selected independent variables in the model explained 67% of the
variation of the level of CSR.

Despite some limitations linked to developed model, this study provides the notable
contributions. First, it fills up deficit of research in this field. Second, the analysis of the
impact factors is given, with certain extensions compared to the previous studies. Third, the
theoretical framework for the research of the achieved level of CSR can be generalized. The
developed model and questionnaires can be applied in other countries for assessment of CSR
level and its main drivers where other data on assessment of CSR initiatives is not available.

Further research should be carried out in the direction of the possible inclusion of ad-
ditional independent variables, or the establishment of different, more complex aspects of
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functional dependence among the variables. There are significant internal reserves for the
improvement of all independent factors in order to achieve the highest level of CSR in ob-
served countries.

The structural equation modelling can be applied in future research to overcome limita-
tion of the conducted study in order to define the mediating and moderating role of specific
factors having impact on CSR and CR and their relationships.

The state policies to promote CSR in former Yugoslavia countries are necessary. If the
observed countries strive to develop CSR and create a competitive advantage for their com-
panies in term of increased reputation, understanding the importance of selected factors in
this model provides for development of effective policies to promote CSR as the political and
institutional environment is the main driver of CSR development.
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