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Abstract

In this paper, we investigate how corporate social responsibility (hereafter CSR)
practices of domestic Croatian mid and large size firms differentiate them on foreign
markets. Still, in order for export organizations to realize benefits offered by CSR, export
organizations need to identify their main stakeholder groups and interests, and
adequately design their CSR activities. This paper provides an overview of the main
CSR activities of export organizations in foreign markets and analyses their
stakeholder’'s management as well as the quality of relationships with their primary
and secondary stakeholders on foreign markets. Results of empirical research on a
sample of 78 medium and large Croatian export companies show that these export
organizations invest significant efforts in implementation of different CSR activities, and
into relationships with their primary stakeholders.
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Infroduction

Corporate social responsibility (hereafter CSR) emphasizes the additional and specific
role of organizations in their societies, stressing their utility and purpose beyond the
primary function of selling goods or providing services to customers (Wang et al., 2016).
The concept itself, as well as its activities, have become an integral part of
organizational strategy, and implementation of CSR in the strategic organizational
process becomes a prerequisite for long term sustainability (Bonn and Fisher, 2011).
Many business organizations have recognised that their conduct in value chain
management may have significant reputational and performance effects (Castka &
Balzarova, 2008; Kaufman, 2006).

Complex nature of globalization, on the other side, as well as process related to
globalization, have significantly changed the nature of business (Reese et al., 2019).
By generating a world connected by markets (Makarova et al., 2019) globalization
has pushed organizations to erase national borders and search for profit on a global
market. Trying to position and distinguish themselves among competitors on a global
market, for organizations, CSR has been recognized as an important differentiation
strategy (Boehe and Cruz, 2010). Not only that it contributes to the transfer of brand
image and reputation to customers in export markets (Hossain et al., 2013), but as
Godos-Diez et al. (2018) emphasize for companies operating in culturally different
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environment, CSR helps them to adapt to new environments, earn legitimacy and
reinforce competitive advantage on the international stage.

As such, CSR is no longer considered a luxury, but an imperative that allows long-
term and stable support, and positive corporate reputation for internal and external
stakeholders on different markets. Collaboration, not only between different
stakeholders and business organization but throughout entire value chains is seen as
basis for sustainable business models (Horvath, 2001). Organizations do move from
black-box entities to glass-box networks where transparency and trust among different
dots are crucial. In that sense, organizations that ignore the social and ecological
aspects of their own business within a global network can be short-term successful, but
in the long term, they endanger business and survival on global and national markets
(Jamali and Mirshak, 2007).

For achieving long term success on foreign markets, it is crucial for organizations to
identify interests of their key stakeholders, and to recognize and design the most
effective CSR activities that can help to satisfy their needs (Scherer and Palazzo, 2008).
In the end, identified and satisfied stakeholders’ interests, and good relationships with
stakeholders create a positive company reputation, that eventually directly influences
export activities and overall business performance of export companies (Scherer and
Palazzo, 2008). As of the importance attributed to CSR activities and stakeholder’s
management, this paper presents the analysis of characteristics and specifics of
export companies CSR activities and stakeholders management in foreign markets.
Paper presents the results of empirical research done on a sample of 78 medium and
large export companies from Croatia.

The goal of the paper is to analyse and present CSR activities and stakeholder’s
management of export companies on foreign markets in order to understand
additionally the specifics of CSR on foreign markets, a subject often neglected in the
current literature (lyer and Levis, 2019).

CSR activities and stakeholder management in export

organizations

In a modern globalized and technologically interconnected world, it is very difficult fo
lead a successful business which focuses entirely on a domestic market and relations
with internal and external stakeholders on a domestic market (Lee et al., 2015). When
a firm enters export markets, its stakeholder composition changes, making it likely that
trade will impact on CSR through this mechanism (Newman et al, 2018). Therefore,
more companies over the world are continually developing strategic tools which
would allow them to attain and keep a competitive advantage on an international
market, and the CSR concept in business is becoming an increasingly important
differentiation tool (Boulouta and Pitelis, 2014).

One of the reasons for the increase in popularity of the aforementioned concept is
the fact that society as we know it is facing increasingly greater possibilities to be
irevocably damaged, which is why companies and their stakeholders are frying, in a
mutually beneficial way, to protect and improve society as a whole, but also their own
positions on the global market (Godos-Diez et al., 2018). In that context, a strategic
approach to stakeholders through the CSR concept becomes a key tool for
differentiation and building a positive reputation on international markets, in which the
company has just starfed obtaining a market share and gaining a competitive
advantage (Oh et al., 2017).

Hockerts (2015) points out four key methods that lead to creating competitive
advantage through CSR in business: (i) increasing the efficiency of business processes
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and communication with stakeholders; (i) creating a positive social image of the
organization; (iii) lowering the risk of potential damages in business operations, and (iv)
creating new types of buyers and markets. Since every for-profit organization uses
specific tools for building adequate relationships with internal and external
stakeholders, the competition is having a difficult fime imitating successful companies
and neutralizng a competitive advantage gained by having higher-quality
relationships with stakeholders in international markets (Hillman and Keim, 2001).
Besides, in order for managerial tools used in CSR to be effective, it is necessary to
identify key stakeholders in international markets and apply an active approach and
two-way communication. This is never an easy task because even individuals from the
same group of stakeholders often have different values, motives, and even different
competency levels (Ingenbleek et al., 2007).

Such a proactive approach towards internal and external stakeholders, along with
creating and conducting a multi-layered communication strategy, can generate
certain short-term financial costs because of the complexity of conducting and
communicating CSR in multiple markets at the same time, but, in the long term, it
opens the possibility for increasing the profitability of business operations by
strengthening the positions on the international market (Garcia-Castro et al., 2009).

And in order for such an investment to be truly profitable for the management in
the long term, a communication strategy that defines key communication channels
is a key segment of CSR strategy, because it can greatly diminish tensions and conflicts
between stakeholders, and open a channel of joint interests for the well-being of the
community and company (Corus and Ozanne, 2012). In the past ten years, with the
advent of social media, communication of for-profit and non-profit organizations with
their own stakeholders has changed drastically, and an additional channel for a direct
dialogue throughout the entire global market has been opened (Castello et al., 2013.)
Social media is probably the most powerful tool export companies possess to inform
and even educate stakeholders about socially responsible activities, as well as get
feedback from them (Besiou et al., 2013).

The importance of dialogue with stakeholders throughout the global market is
particularly important about very sensitive problems within communities. Stakeholders
can quickly be informed about the complexity of the problem itself, and actively get
involved in the decision making the process of conducting socially responsible
activities, which consequentially leads to a positive reputation on the international
market as well as a strengthening of market position through exports (Seele and Lock,
2015).

Methodology

Research instrument and procedure

In order to assess CSR activities and specifics of stakeholders’ management of export
companies on foreign markets, empirical research was designed and conducted.
Research was done by using a survey method on a sample of 78 medium and large
export companies from Croatia. These are companies whose income from export
activities of goods and services was at a minimum of 25% of total revenue and their
data were retrieved from the Croatian Exporters Association.

From the analysis of CSR activities in foreign markets, we followed seven dimensions
of CSR defined by ISO 26000: environment, human right, labour practices, organization
governance, fair operation practices, consumer issues problems and confribution to
the community and society (ISO, 2010). We asked respondents to assess the level of
implementation of a certain CSR activity by using Likert type scale from 1 to 5 (1 — not
being implemented at all, 5 — continuously implemented).
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Stakeholders’ management was assessed through a relationship with stakeholders.
Each respondent was asked to identify the most important stakeholder groups for their
organization and evaluate the quality of relationship with each group of stakeholders
by using Likert type scale from 1 to 5 (1 — no quality at all, 5 — high quality). Following
Wheeler and Sillanpaa (1997) primary external stakeholders analysed included
consumers, suppliers, and the local community, while secondary were regulatory and
legislative bodies, civil institutions, non-governmental organizations, media, and
competing organizations.

Sample characteristics

A mentioned, our sample included 78 medium and large export companies from
Croatia, who had a minimum of 25% of total revenue from export activities. As regards
to their size, they were mostly large organizations, with more than 250 employees
(51.3%). Most of them come from the manufacturing industry (48.7%), followed by
wholesale and retail trade as well as repair of motor vehicles and motorcycles (14.1%)
and other service activities (10.3%). One-quarter of sampled companies are
subsidiaries of the multinational company, while rest are independent organizations,
mostly with private ownership (59%). Most of the sampled organizations as regard to
their business activities are oriented on business with other companies (B2B) (75.6%),
while others do business to customers (B2C). For most of the organizations (32.1%).
export has 81-100% share in total revenue, they mostly (46.2%) export to the European
Union market by directly placing their products or service on the market (91.03%).

Results

As regard to CSR activities results indicate sampled export organizations engage in a
number of CSR activities on foreign markets. Table 1 presents descriptive statistics
regarding seven dimensions of CSR activities in foreign markets as defined by ISO
26000.

Table 1

CSR Activities of Export Organizations in Foreign Markets
Variable Variable description Average St. Dev.
GOVERNANCE organization governance 3.95 1.068
HUMAN_RIGHT human right 4.54 733
LABOUR_PRACTICE labour practices 4.60 .631
ENVIRONMENT environment 4,51 .698
OPERATION PRACTICE fair operation practices 4.22 .832
CONSUMER consumer issues problems 4.28 .788
COMMUNITY_SOCIETY contfribution to the community and 3.92 .894

society

CSR_ACTIVITIES sum of all CSR activities 4.29 .806

Note: N=78, 1 - not being implemented at all, 5 - continuously implemented
Source: Authors’ work

As it can be seen from the table above, as well as figure 1., the export organizations
on foreign markets, state to have implemented higher levels of different CSR activities
(Xx=4.259 for the sum of all CSR activities). For all but two activities respondents give
high grades (above 4) for the level of their implementation. Mostly implemented are
activities regarding labour practices (X=4.60), human right (x=4.54) and environment
(x=4.51), which is not surprising as most of these activities are legally defined and
organizations need to implement and secure them in order to earn their legitimacy on
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the foreign market. Figure 1 presents the average values of the CSR activities among
sampled organizations.

Figure 1
Average Values of Items Indicating CSR Activities
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Source: Authors' illustration

The least implemented activities are the ones related to contribution to the
community and society (X =3.92). When it comes to stakeholders on foreign markets,
export organization value differently quality of relation with distinct groups of
stakeholders. Table 2 as well as figure 2 present assessment of the quality of relationship
with different groups of stakeholders.

Table 2
Quality of Relationship with Different Groups of Stakeholders
Variable Variable description Average St.
Dev.
CONSUMERS consumers as primary stakeholders 4.21 745
SUPPLIERS suppliers as primary stakeholders 4.09 724
LOCAL_COMMUNITY local community as primary stakeholders  3.58 .947
REGULAT_LEGISLATIVE regulatory and legislative bodies as 3.95 .804
secondary stakeholders
CIVIL_INSTITUTION civil institutions as secondary stakeholders 2.88 1.248
MEDIA media 3.19 1.217
NON_GOV_ORG non-governmental  organizations as 2.71 1.387
secondary stakeholders
COMPETING_ORG competing organizations as secondary 2.96 1.062
stakeholders
TOTAL_QUALITY Overall  quality of relation  with 3.45 1.016

stakeholders
Note: N=78, 1 - no quality at all, 5 - high quality
Source: Authors’ work

As expected, relationship with primary stakeholders is considered to be the most
quality one, with relation towards consumers showing the highest average grade for
quality (x=4.21) followed by relation towards suppliers (x=4,09). Primary stakeholders
are vital for organizational confinuance, thus as in their home markets, export
organizations on foreign markets engage in more quality relations with them. Among
secondary stakeholders the most quality assessed is the relation with regulatory and
legislative bodies which is also not surprising if we consider them as the ones defining
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legal frameworks and guidance for behaviour on foreign markets. Figure 2 presents
average values for quality of relation with stakeholders’ groups among sampled
organizations. Relationship with other secondary stakeholder is considered to be of
less quality with relationship to non-governmental organizations considered to be of
least quality (x=2.71).

Figure 2
Quality of Relationship with Stakeholders’ Groups
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Conclusion

In today’s dynamic and interconnected international market, the management’s
exclusive focus on the local market as well as previously identified stakeholders in a
local setting leads to isolation, and consequently an uncertain future (Sjéholm, 2003).
Every day, every type of organization in the global market is surrounded by and act
under the influence of various groups of internal and external stakeholders who have
different motives and interests. They expect that organizations do business according
to their attitudes, meanwhile continually increasing the value of the company (Raithel
and Schwaiger, 2015). Because of the exireme complexity of conducting and
communicating CSR activities, some organizations on the international market profit
from CSR and obtain a competitive advantage, while some organizations, regardless
of the amount of their investment, can’'t manage to obtain a return on investment nor
a more positive reputation (Story and Neves, 2014). Therefore, management of
modern export companies has to be skilled enough to: (i) identify key stakeholders on
export markets; (i) choose the right tools for conducting socially responsible activities;
(i) choose communication channels and methods for establishing dialogue and (iv)
obtain a competitive advantage through differentiation based on the concept of
CSR (Boehe and Cruz, 2010). Results of our research among medium and large export
companies from Croatia shows they have realized the importance of CSR, and have
implemented many CSR activities, oriented to different stakeholders’ groups. Among
them, quality of relationships with consumers and suppliers, as primary stakeholders, is
considered the most quality one.
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