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Abstract

This study aims to analyze Corporate Social Responsibility in Brazil,
trying to capture signals that Brazilian firms are integrating CSR into their
strategy. We have used a unique database comprising CSR of Brazilian
firms, IBASE, which contains CSR data for about ten years. Results show
that a growing number of Brazilian companies have adopted CSR and many
firms already have internal stakeholders formally involved with CSR policy
definition. Such groups have influenced CSR policy. This formal inclusion
of stakeholders and the growing number of firms adopting CSR could be an
indication that that the Brazilian firms may be integrating CSR into their
strategy. Besides, sector, and firm size also seem to interfere on CSR policy.
A relevant growth in external and environmental social actions has been
documented.

Palabras clave: Corporate Social Responsibility, Brazil, Growth, Firm
strategy.

C~— D
Resumen

Este trabajo tiene como objetivo analizar la Responsabilidad Social Em-
presarial en Brasil, intentando captar sefiales de que la empresa brasilefia
estd incorporando la RSE en su estrategia. Nosotros hemos utilizado una
base de datos Gnica en Brasil que contiene datos de la RSE para un periodo
aproximado de diez afos. Los resultados muestran que un ndmero creciente
de empresas brasilefias han adoptado la RSE y muchas empresas ya tienen
grupos de interés (stakeholders) internos que participan formalmente de
la definicién de politicas de RSE. Tales grupos han influido en la politica
de RSE. Esta inclusién formal de los stakeholders y el creciente niimero
de empresas que adoptan la RSE podria ser una indicacién de que de que
la empresa brasilefia puede estar incorporando la RSE en su estrategia.
Ademids, el tamafio de la empresa, y el sector de la firma también parecen
interferir en la politica de RSC. Un crecimiento relevante en las acciones
sociales externas y ambientales se ha documentado.

Keywords: Responsabilidad Social Empresarial, Brasil, crecimiento, estrate-
gia de la empresa.
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AN ANALYSIS OF CORPORATE SOCIAL RESPONSIBILITY IN BRAZIL:
GROWTH, FIRM SIZE, SECTOR AND INTERNAL STAKEHOLDERS INVOLVED IN POLICY DEFINITION

1. INTRODUCTION

In modern times, the way firms interact with different social groups, as
well as with the environment seems to be relevant. Stakeholder theory
suggests that companies can be also assessed by their relationship with
stakeholders (Donaldson & Preston, 1995; Freeman, 1999; Freeman &
Phillips, 2002; Freeman, Wicks, & Parmar, 2004; Jamali, 2008). The
strategic process of some companies already take it into account in order
to legitimize corporate social activities and improve company’s image
and reputation (Aguilera Castro, 2012; Cochran, 2007; McWilliams &
Siegel, 2001; Prahalad & Hamel, 1994; Tilling & Tilt, 2010).

This study aims to analyze Corporate Social Responsibility in Brazil, a
country that faces growing visibility. The evidence that country char-
acteristics moderate CSR motivates specific country studies (Baughn,
Bodie, & McIntosh, 2007). Some research questions can be raised. Were
there advances in CSR actions of Brazilian firm since the 1990s when
the debate on the subject became more intense? What is the intensity of
CSR of the Brazilian company? Are there characteristics of the Brazilian
company that contribute to the development of the social action of the
Brazilian company? What are the stakeholders involved in CSR policy
definition and how they influence it? Are there signs that the Brazilian
company could be integrating CSR into its strategy?

Using CSR data of the Brazilian firm for the period 1996-2008 we have
assessed the evolution of the intensity of the corporate social action, tak-
ing into account some firm characteristics, such as the involvement of
internal stakeholders in the definition of firm’s CSR policy, firm size, the
fact of whether or not a company is listed in the stock market, and firm
sector.

Results show that a relevant number of firms already formally involve in-
ternal stakeholders in CSR policy definition. During the period of analy-
sis there was an increase in the number of companies that have adopted
the practice of CSR and its disclosure, and there was a significant growth
of external and environmental social actions. These are important signals
that the Brazilian firm is integrating CSR into its business strategy and

pensamiento & gestién, 37. Universidad del Norte, 125-149, 2014

127



Vicente Lima Criséstomo, Fitima de Souza Freire,
Paulo Henrique Nobre Parente

that CSR may be progressing beyond the field of discourse. Specifically,
the groups of internal stakeholders involved also interfere in the inten-
sity of CSR. Besides, CSR of larger companies, and also of those publicly
traded, is not superior to CSR of other firms. It was also observed that
there is a significant difference in the intensity of CSR among sectors of
the economy.

We consider that this work contributes to the research on CSR by using a
representative sample of Brazilian companies (1,199 annual observations
of 282 firms), composed of listed and non listed companies from several
sectors of the economy, while most empirical works deal only with public
firms. The growing visibility of emerging markets increases the impor-
tance of such researches in these countries.

This work is organized in three sections, besides this introduction. The
following section presents literature review and hypotheses. Then, re-
search methodology and findings are exposed and finally, conclusions of
the work are presented.

2. BACKGROUND AND HYPOTHESES
Corporate Social Responsibility in Brazil

According to Dahlsrud (2008), Corporate Social Responsibility (CSR)
presents five dimensions: social, environmental, stakeholders, economic
and voluntary. Dahlsrud observes that the definition most frequently
used is associated with stakeholders and social dimensions, followed by
the economic, environmental and voluntary. Stakeholder dimension con-
cerns the way companies interact with their employees, suppliers and
customers, for example.

Nowadays, taking into account the wider range of social demands faced
by firms, they are trying to incorporate social concerns in their strategy,
targeting a closer relationship with society. Integration of social con-
cerns may lead to changes in the organizational management model and,
still, interfere in decisions related to the firm strategic policies (Cochran,
2007; McWilliams & Siegel, 2001; Prahalad & Hamel, 1994). In a cer-

128 pensamiento & gestién, 37. Universidad del Norte, 125-149, 2014



AN ANALYSIS OF CORPORATE SOCIAL RESPONSIBILITY IN BRAZIL:
GROWTH, FIRM SIZE, SECTOR AND INTERNAL STAKEHOLDERS INVOLVED IN POLICY DEFINITION

tain way, the theory of the firm proposed by Jensen & Meckling (1976)
could absorb the reflections on a broader set of stakeholders through the
enlargement of the concerns about conflicts of interests.

International evidence shows that country characteristics may have a role
on firms’ CSR (Baughn, Bodie, & Mclntosh, 2007; Gjslberg, 2009). In
Brazil, the first document that bears the denomination “Social Balance
Sheet” was made by the company Nitrofértil, in the State of Bahia in
1984 (IBASE, 2008). In the 1990s, CSR has matured with its assimila-
tion by a number of companies that began to promote social action. Some
factors have contributed to the advancement of CSR in Brazil: the pres-
sure of international organizations, campaigns of environment protection
organizations; the Brazilian Constitution of 1988, which represented a
breakthrough in topics related to social and environmental concerns; and
the accomplishment of great international events such as the Eco 1992
(IBASE, 2008).

CSR Disclosure

The publication of the activities related to CSR action can be analyzed
from the point of view of the theory of legitimacy, which proposes that
companies seek to legitimize their actions that are not within a regula-
tory framework, as is the case of CSR. Although the absence of regulation
for CSR disclosure, companies are trying to accomplish and publish such
actions. Some motivations for this search of legitimizing attitudes can
be considered (Dawkins & Fraas, 2013). First, companies want to report
substantial changes regarding their CSR performance. Second, the firm
desires to improve the perception their relevant stakeholders have about
it. Third, the company tries to divert attention from the relevant prob-
lems of the firm, highlighting positive issues. Finally, when the company
tries to adjust concepts and views on social values and norms aligning
them to their interests. Independently of the nature of the driving mo-
tivation, the objective of legitimizing activities is to gain, maintain or
repair legitimacy among relevant firm stakeholders. To achieve the de-
sired objective, legitimizing activities of the entity must be presented
to society (Dowling & Pfeffer, 1975). Annual reports are a tool used for
legitimizing corporate actions - material or symbolic - being an impor-
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tant instrument to enhance the perception of the company or to influence
the shift of concepts and opinions about the values and norms of society
(Deegan, Rankin, & Tobin, 2002; Deegan, Rankin, & Voght, 2000; Li,
Richardson, & Thornton, 1997; Tilling & Tilt, 2010).

The Statement of Value Added (SDA) and the management report are
two relevant means to disclose firm CSR. Besides, proposals for CSR re-
ports have been studied in academic researches as well as working groups
on regulatory institutions in an attempt to develop models for it (Archel,
Husillos, Larrinaga, & Spence, 2009; Freire, Criséstomo, & Rocha, 2006;
Gunawan, 2007; Rizk, Dixon, & Woodhead, 2008). The fact that these
reports are not standardized can hinder a better analysis of the set of
companies’ CSR.

The first law establishing a kind of “Social Balance Sheet” was enacted
in France in 1977 (Law 77,769), making its disclosure mandatory for
companies with over 299 employees, and allowing the checking of firm
engagement to CSR (Reis & Medeiros, 2007). Following the initiative of
France, the Portuguese government made disclosure of CSR mandatory
in 1985 (Law 141) and the government of Belgium in 1996 (Freire &
Rebougas, 2001).

Disclosure of CSR in Brazil

In Brazil, CSR disclosure is not mandatory, and there is no formal re-
port form or measures for that. However, there are initiatives to make
CSR announcement compulsory. This is the case of the Project of Federal
Law 1.305/2003; laws in some states of the country (Mato Grosso - Law
7.987/2002, Rio Grande do Sul - Law 11.440/2000, Amazonas - Law
7.987/2002); and also city laws, as in Londrina/Parand (Law 9.536/2004),
in Santo André/Sdo Paulo (Law 7.672/1998), Porto Alegre/Rio Grande
do Sul (Law 8.118/1998 and Law 8.197/1998). In addition to the leg-
islative initiatives, two other important actions must be mentioned: the
Brazilian Accounting Standard NBC T 15 - Information of Social and
Environmental, and the relevant initiative of the Brazilian Institute of
Social and Economic Analysis (IBASE).
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With the aim of promoting CSR in Brazil, the Brazilian Institute of So-
cial and Economic Analysis (IBASE) proposed a model of “Social Balance
Sheet”. The idea was providing the “Social Balance Seal IBASE/Betinho”
that would function as a hallmark for the firm that intended to be seen
as socially responsible. The hallmark has been granted to firms that have
acted responsibly towards society and with relation to the environment.

The model of “Social Balance Sheet” proposed by IBASE

The “Social Balance Sheet” model proposed by IBASE includes informa-
tion of six categories: (1) company’s revenue, (2) amount spent in internal
social action, (3) amount spent in external social action, (4) amount spent
on environmental actions, (5) indicators related to the labor force, and (6)
relevant information associated with corporate citizenship. Information
in sections 1, 2, 3 and 4 are expressed in monetary values for the current
and previous years.

To receive the IBASE hallmark the company must meet certain condi-
tions: (i) IBASE does not grant the seal for tobacco, armament industry,
or alcoholic beverages; (ii) the full adoption of the IBASE “Social Balance
Sheet” model can’t admit omission of information; (iii) publication of the
Social Balance in a magazine or newspaper is compulsory; (iv) the distri-
bution of Social Balance to employees and labor unions; (v) the company
shall comply with the provisions of Decree 3.298/1999, which regulates
Law 7,853/1989, which establishes quotas for people with disabilities
(2 to 5% of total number of employees) in companies with more than
one hundred employees; finally, (vi) the company must achieve improve-
ments in some indicators, such as education, accidents and environmen-
tal actions.

Hypotheses rationale
The context of greater international social pressure on firms, also in de-

veloping economies, where social demands are even more relevant, we
see as appropriate the proposal of a set of hypotheses about CSR in Brazil.
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A first conjecture that we propose is that the initiative of IBASE pro-
duced a positive effect towards increasing the social action developed by
Brazilian companies. By creating a model of “Social Balance Sheet” with
wide diffusion through a credible institution in society and the granting
of a hallmark of a socially responsible company for those firms that meet
certain levels of social action, IBASE encourages companies to intensify
their CSR and awakens society at large to this aspect of the business ac-
tion. This reasoning leads us to propose the hypothesis that the initiative
of IBASE was able to increase the CSR in Brazil.

Hypothesis 1: There was an advance of Corporate Social Responsibility
in Brazil leading to expect that CSR indicators have improved the dis-
closure of CSR with the advent of the IBASE initiative of the “Social Seal
IBASE/Betinho”.

The intensity of CSR may vary between companies due to different char-
acteristics. The question related to the sector has been highlighted as a
factor that must be taken into account, as it seems that there are sectors
more likely to perform certain types of social action for different reasons
(Aguilera, Rupp, Williams, & Ganapathi, 2007; Cris6stomo, Freire, &
Soares, 2012; Griffin & Mahon, 1997; Waddock & Graves, 1997). In this
work, we propose the hypothesis that, in fact, the intensity of the social
action of Brazilian companies is influenced by the sector as detected in
other countries.

Hypothesis 2: The intensity of the Corporate Social Responsibility of the
company is not independent of Brazilian industry. Based on this propo-
sal, it is expected CSR indicators to be different among sectors.

The size of the company has been considered in the literature as a char-
acteristic that can interfere in the ability of the company to undertake
CSR. To the extent the company grows, it becomes more visible and
gets more responsibility in relation to a broader spectrum of stakehold-
ers. Besides, larger firms are more likely to have financial slack (slack
resources theory) and availability of more infra-structure to support the
engagement in CSR. All this tends to ease larger firms to be most ac-
tive in CSR (Udayasankar, 2008; Waddock & Graves, 1997). Notwith-
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standing, Udayasankar(2008) and Baumann-Pauly, Wickert, Spence, &
Scherer (2013) believe that the motivations for undertaking social action
is the same for small and large firms. Although Udayasankar’ rationale,
the commonsense is that larger firms are more prone to undertake CSR
activities. In this line of thought, we propose the hypothesis that there is
interdependence between the size and intensity of CSR in the Brazilian
company, being the larger companies stronger in CSR activities.

Hypothesis 3: The intensity of Corporate Social Responsibility in Brazil
is influenced by the size of the company. Larger companies are more able
to undertake CSR and, therefore, have better indicators of CSR.

In the same line of argument related to firm size we propose another
hypothesis that public companies also have a higher level of CSR. Such
companies usually have higher visibility, and also tend to have easier ac-
cess to external funds for investment. Besides, public companies tend to
be older, larger, and have more operational scale which enables them to
be more capable to undertake CSR activities. This group of companies
has a tendency to adopt better corporate governance practices that, nowa-
days, are also linked to corporate sustainability issues which, in certain
sense, requires companies to be more active in CSR (Charbaji, 2009; Neal
& Cochran, 2008; Petersen & Vredenburg, 2009; Said, Zainuddin, &
Haron, 2009).

Hypothesis 4: Corporate Social Responsibility in Brazil is distinct bet-
ween listed companies and the others, being superior to the first ones.

It is not easy to know exactly whether a firm has integrated CSR in its
strategy process. Nonetheless, the formal inclusion of stakeholders in the
definition of social projects is an important sign that CSR policy is con-
sidered an important concern for that firm.

IBASE requires information relative to which groups of people the firm
implies in the definition of CSR policy. The firm may declare among
three choices: (i) the participation of all employees, (ii) participation of
directors and managers, and (iii) the involvement of firm direction only.
Whereas employees may push for their demands at the same time that
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management wants to give priority to social action that has greater exter-
nal visibility, it is hypothesized that the dimension of CSR intensity can
be influenced by the groups of people involved on CSR policy definition.

Hypothesis 5: CSR policy definition of Brazilian company is influenced
by the stakeholders involved in it.

The disclosure of what are the internal stakeholders involved in CSR pol-
icy definition indicates that the company has formalized the definition of
CSR projects with possible links with business strategy.

3. SAMPLE AND METHODOLOGY
Sample and Variables

For carrying out this work we used data from the Brazilian Institute of
Social and Economic Analyses (IBASE) to compose a unique database
with CSR of Brazilian firms, composed of 1,199 annual observations of
282 companies that reported CSR data in the period 1996-2008.

Literature has indicated the problem of CSR measurement and evalua-
tion, leading to a variety of proxies for CSR (Margolis & Walsh, 2003).
This difficulty can be even more severe in developing markets, where the
issue of CSR has not reached the relevance already achieved in advanced
economies. The lack of information on CSR in Brazil makes IBASE data-
base quite unique and relevant. It is worth mentioning the fact that such
database comprises data from listed and non listed firms.

This paper calculates a CSR index from IBASE data. There are available
data relating to the three aspects of CSR: social action addressed to all
employees, external, and environmental action. More funds invested in
social action can be considered as an indication that the company is so-
cially responsible (Barnea & Rubin, 2010). Following previous studies,
monetary values indicating how much the company has spent on every
aspect of social action are divided by the net income in each specific year
(Criséstomo, Freire, & Vasconcellos, 2011; Machado, Machado, & San-
tos, 2010).
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The CSR index used in this work takes into account three aspects. CSP-
I (Corporate Social Performance Index) corresponds to the total social
expenditures over net income. Similarly, for every aspect of corporate
social action (CSR directed to employees, external social action, and en-
vironmental action) was also calculated a specific index. Each of the three
indexes of CSR have been calculated by the ratio between the amount of
specific expenditures in social action dimension and net income: index
relative to the relationship with employees (ER-I), index relative external
social action (ESA-I) and the rate of environmental action (ENV-I).

Methodology

The methodology of this work is based on a descriptive study of CSR
indicators throughout the research period and between firm industries.
Mean comparison tests have been carried out for CSR indexes, global, and
for every aspect of social action, internal, external and environmental.
For robustness of results, parametric and non-parametric tests have been
used.

4. RESULTS

Table 1 shows the descriptive values of variables, allowing an overview
of the sample of 282 companies (1,199 firm-year observations) that have
reported social action using the model of Social Balance proposed by
IBASE. The high variability (standard deviation and coefficient of varia-
tion) of the net revenue and the body of employees (total payroll and
number of employees) shows that there is a good representation of com-
panies. In fact, small, medium and large firms have disclosed CSR infor-
mation through IBASE.
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Table 1: Descriptive values of sample variables relative to firm size

Variable Mean Star%da.rd Coefﬁ'cie'nt Min. Max.
Deviation | of variation
NI 3.184.152,05 | 12.630.000,00 3,97 551 | 215.118.536
GP 315.955,34 977.211,75 3,09 0 9.500.291
NEMP 6.031,61 14.725,41 2,44 0 105.334

Note: 1.199 observations of 282 firms; NI =
NEMP = number of employees. GP and NEMP with zero value is equivalent to non

net income; GP = gross payroll;

reported data.

Table 2 allows a general overview of the intensity of CSR of Brazilian
companies. The corporate social performance index (CSP-I) shows that
the Brazilian company has spent an average of 8.95% of net revenue in
CSR. The index related to the employee relations (internal social action)
(ER-I) is the main component of CSR, corresponding to 7.29% of net
revenue which, in fact, far exceeds the rate of external action (0.59%)
and the environmental action (0.55%). The importance of internal social
action has been highlighted in the literature calling attention to need for
advances in this area in developing countries like Colombia (Jaramillo
Naranjo, 2011). This need is also a reality in Brazil. The external and
environmental social actions also present greater variation between com-
panies with coefficients of variation of approximately 2.

Table 2: CSR indexes

Index Mean (%) St'an'dard Coefﬁ'ci(?nt of Min. Max.
Deviation (%) variation (%) (%)

CSP-I 8,95 6,65 0,74 0,18 26,52
ESA-I 0,59 1,26 2,10 0,00 5,23
ENV-I 0,55 1,08 1,96 0,00 424

ER-I 7,29 5,26 0,72 0,18 20,33

Note: CSP-I (corporate social performance index) = expenditure in social action
/ Net Income; ER-I (employee relation action index) = expenditures on internal
social action / Net Income; ESA-I (index of external social action) = external social
expanses / Net Income; ENV-I (index for environmental social action) = expenditu-

res on environmental action / Net Income.
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Numbers in Table 3 show that the work of IBASE, aiming to stimulate
CSR in Brazil, seems to have been effective, regarding the number of
firms disclosing CSR. It can be seen that from the first year of publica-
tion (1996) until 2004 there was an increase (% Grth) fairly relevant in
the number of companies disclosing CSR. From then on the reduction
in the number of companies may have occurred due to emergence of
other media outlets with more visibility, like the GRI (Global Report-
ing Initiative). Table 3 also shows the mean, standard deviation (SD) and
median (Med) of each index annually. Note that CSP-I does not present a
great variability, ranging between 8 and 11%.The numbers of employee
relation (ER-I) also do not show great variance. Differently, external so-
cial action (ESA-I) and environmental action (ENV-I) have faced a relevant
increase since the first years. For external social action, we can see that
both the average and median values have been raised. The same happens
to environmental action (ENV-I).

Table 3: Annual number of firms and CSR indicators

CSP-1 (%) ER-I (%) ESA-I (%) ENV-I (%)

Year | N % |Grth% | Mean | SD | Med |[Mean| SD | Med [Mean| SD | Med |[Mean| SD | Med

1996 7 | 0,58 - 8,52 13,56|7,15|8,513,56|7,14| 0 |0,0l| O 0 0

1998| 32 | 2,67 | 100 |11,19]7,99|7,89|9,69| 6,5 |6,890,62|1,53| 0 |0,26|091

0
1997| 16 | 1,33 |128,57| 8,48 | 5,77 |7,08|8,04 4,53 | 7 |0,22/0,76| 0 |0,02| 0,1 0
0
0

1999| 49 | 4,09 | 53,12 | 11,48 9,05 | 8,09 | 9,56 | 6,87 | 6,55 | 0,66 | 1,44 | 0,06 | 0,54 | 1,29

2000| 98 | 8,17 | 100 |10,24|7,78|7,43|8,77|6,12|6,62|0,48|1,05|0,13| 0,41 |1,12| 0O

2001| 138 | 11,51 | 40,81 | 8,29 | 6,55 |6,46| 7,2 |5,29| 5,7 | 0,47| 1,06 |0,13] 0,37 | 0,95 | 0,01

2002| 151 12,59 9,42 8,1 |6,36|6,23|6,72|5,04{5,29|0,48|1,12|0,12|0,51| 1,08/ 0,05

2003| 186 |15,51| 23,17 | 8,32 | 6,16| 6,21 | 7,02 | 4,94 | 5,54 | 0,44 | 0,96 | 0,12 | 0,52| 1,04 | 0,09

2004| 184 |15,35| -1,08 | 8,76 | 6,31|7,02| 7,11 |4,86|5,86|0,55| 1,11 |0,15|0,65| 1,12 | 0,14

2005| 157 | 13,09|-14,67| 8,9 |6,08|7,72|6,67 | 4,6 | 5,36|0,79| 1,54|0,16| 0,7 | 1,18 0,17

2006| 106 | 8,84 | -32,42| 9,32 | 6,29|8,01| 6,77 | 4,95|5,03| 0,9 | 1,63|0,16| 0,76 | 1,09 | 0,34

2007| 54 | 4,5 |-49,06| 9,57 |6,82|7,41|7,11|5,55|5,39]0,96| 1,580,331 0,67 | 1,04 | 0,21

2008| 21 | 1,75 |-61,11| 9,3 |7,32|7,67| 6,67 |5,96|4,55|1,14|1,82|0,23|0,72| 1,02 | 0,12

Note: CSP-I = Corporate Social Performance index; ER-I = Employee Relations index; ESA-I = External
Social Action index; ENV-I = Environmental action index. Grth% is the growth of companies that submitted
CSR through IBASE. Mean is the average of the variable year, SD = standard deviation, Med = median of the
variable for the year.
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It is difficult to evaluate whether the work of IBASE, which aimed to
stimulate CSR in Brazil, has managed to actually increase CSR of Brazil-
ian companies. The numbers in Table 3 show that there appears to be
large differences in the intensity of the CSR throughout the period of
research. However, we advance in search of a difference as proposed in
Hypothesis 1 that there was an increase in CSR. We performed a com-
parative study between the first half of the period, 1996-2002, and the
second phase of the study period, 2003-2008 (Table 4). No significant
differences were observed in the CSR indicator (CSP-I) between the two
periods. However, there is significant higher average value for external
social action (ESA-I) and environmental (ENV-I) in the second stage of
the research period. This indicates that there appears to have been a sig-
nificant increase in these two dimensions of CSR. However, the evidence
concerning the internal social action (ER-I) goes in the opposite direction
as the observed mean for the second period is significantly lower. Were
firms prioritizing social actions with more external visibility? In fact, the
internal social action seems to have a smaller impact in terms of visibility
and association with the image of the company, compared to external
and environmental actions that are seen as more prone to promote firm
image. For robustness of results we proceeded to the comparison using
parametric (t-test) and nonparametric tests. Results were the same.

Table 4: Comparison of CSR indicators in the period 1996-2008

Period 1996-2002 X Period 2003-2008
. . t test Nonparametric test
Variables Period N | Mean (%)
p-value p-value
1996-2002 | 677 8,91 0,7907 0,1097
CSP-I
2003-2008 | 522 9,02
ERLI 1996-2002 | 677 7,59 0,0223 0,0470
2003-2008 | 522 6,89
1996-2002 | 677 0,48 0,0001 0,0001
ESA-I
2003-2008 | 522 0,76
1996-2002 | 677 0,44 0,0001 0,0001
ENV-I
2003-2008 | 522 0,69

Note: CSP-I = Corporate Social Performance index; ER-I = Employee Relations

index; ESA-I = External Social Action index; ENV-I = Environmental action index.
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It is important to note that companies are well representative of the
Brazilian economy, as they are distributed in ten sectors, according to
BM&FBOVESPA industry classification (Table 5). The average index of
corporate social performance (CSP-I) by industry ranges from 4,02% to

11,35%.

Extrapolating the descriptive analysis, we carried out a comparison of
CSR indexes among sectors using ANOVA. There is no significant differ-
ence in the level of social action among sectors (Table 5). This difference
is significant for the overall index of social action (CSP-I). This means
that some industries, indeed, are more active in CSR, such as in the finan-
cial and non-cyclical consumer (foods, tobacco, cleaning and sanitation)
CSP-I which exceeds 11%, compared with less-intensive sectors in CSR
such as Gas and Biofuels, with 4.02%, and 5.58% of telecommunica-
tions. Importantly, there is a significant difference for each of the three
areas of social action (ER-I, ESA-I and ENV-I). This resulted in the sector’s
importance for CSR is consistent with the literature (Machado, Machado,
& Santos, 2010; Waddock & Graves, 1997).

Internal social action (ER-I) also shows significant differences between
sectors, with the highest in the financial sector, 10.34%, and the low-
est in the Oil, Gas and Biofuels, reaching 2.79%. The external social
and environmental actions are much lower than internal action. External
social action (ESA-I) is prioritized in the public utility sector (electricity,
water supply and sewerage services) (1.07%), in contrast to the rate of
0.11% for the Oil, Gas and Biofuels and Industrial Products (transport
material, equipment and electrical and industrial machinery). Moreover,
the basic materials sector (mining, steel and metallurgy, chemicals, pulp
and paper, packaging and miscellaneous equipment) is quite intense in
environmental action (ENV-I), with an index of 1.01%, which is signifi-
cantly higher. These higher rates may be explained by the fact that com-
panies in these sectors must give excessive attention to environmental
concerns as their activities tend to have major impacts on environment.
That places them in the normative scope forcing them to pay more atten-
tion to environmental aspects.
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Table 5: Comparison of CSR indicators among the 10 sectors

Industry N RSC SD Med | Mean F p-value

Oil, GasandBiofuels 39 CSP-1 3,08 3,20 4,02 9,8344 0,000
Basic Materials 154 4,31 6,29 7,23

Industrial Materials 90 2,81 7,83 7,67
ConstructionandTransport | 77 6,14 7,95 9,98

Consumer non-cyclical 256 8,22 7,86 11,01

Consumercyclical 33 5,75 8,98 10,57

Telecommunication 26 2,82 4,60 5,58

PublicUetility 354 6,75 6,21 8,53

Financial 85 7,62 7,89 11,35

Commerce 85 6,11 6,72 8,42

Oil, GasandBiofuels 39 ER-I 1,4 2,79 2,89 15,5016 0,000
Basic Materials 154 2,79 5,22 5,64

Industrial Materials 90 2,71 7,41 7,34
ConstructionandTransport | 77 5,63 7,09 9,01

Consumer non-cyclical 256 6,35 6,38 8,8

Consumercyclical 33 4,54 8,57 9,65

Telecommunication 26 2,56 4,25 5,10

PublicUtility 354 4,93 4,38 6,24

Financial 85 6,59 7,53 10,34

Commerce 85 4,84 6,25 7,21

QOil, GasandBiofuels 39 ESA-I 0,11 0,09 0,11 9,898 0,000
Basic Materials 154 0,61 0,13 0,3

Industrial Materials 90 0,14 0,07 0,11
ConstructionandTransport | 77 0,41 0,14 0,32

Consumer non-cyclical 256 1,29 0,08 0,53

Consumercyclical 33 10,57 9,65 0,43

Telecommunication 26 0,47 0,23 0,38

PublicUtility 354 1,78 | 1,17 | 1,07

Financial 85 0,87 0,35 0,65

Commerce 85 1 0,18 0,46

Oil, GasandBiofuels 39 ENV-I 1,07 0,18 0,73 9,4917 0,000
Basic Materials 154 1,39 0,36 1,01

Industrial Materials 90 0,49 0,08 0,21
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Industry N RSC SD Med Mean F p-value
ConstructionandTransport | 77 1,1 0,12 0,56
Consumer non-cyclical 256 1,23 0,11 0,70
Consumercyclical 33 0,28 0,12 0,21
Telecommunication 26 0,31 0,02 0,10
PublicUtility 354 1,14 0,01 0,59
Financial 85 0,11 0,01 0,04
Commerce 85 0,25 0,06 0,17

Note: CsP-1 = Corporate Social Performance index; ER-I = Employee Relations index; ESA-I = External
Social Action index; ENV-I = Environmental action index. Comparison of means using ANOVA.

Additionally to the comparative analysis of means in all sectors, other
firm characteristics also seem to influence the intensity of CSR in Brazil.
Company size is generally regarded as a characteristic that could inter-
fere in CSR as predicted in Hypothesis 3 that proposes the existence of
a positive effect of size on CSR. Average firm net revenue has been used
as a proxy for firm size. CSR indexes of larger and smaller firms have
been compared. Looking for robust results, two sample division strate-
gies have been adopted. First, the upper third (larger firms) of the whole
sample has been compared with the lower third (smaller firms) (Table 6,
Panel A). Then, sample split has been done by the median value of firm
size, i.e., the upper 50% (larger firms) of the whole sample has been com-
pared with the lower 50% (smaller firms) (Table 6, Panel B).

Contrary to the expectations, the results indicate that CSP-I of smaller
companies has been significantly higher. Viewing the three dimensions
of corporate social action, it is observed that the main component of CSR,
internal social action, was also higher for smaller companies, which prob-
ably influenced the outcome of CSP-1. The negative relationship between
firm size and CSR has been documented previously in USA and Bra-
zil (Barnea & Rubin, 2010; Criséstomo, Freire, & Vasconcellos, 2011).
Noteworthy studies have questioned the linear and positive relationship
between firm size and CSR (Baumann-Pauly, Wickert, Spence, & Scherer,
2013; Udayasankar, 2008).
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Table 6: Comparison of CSR indicators

across between smaller and larger firms

Panel A

Panel B

Lower third (smaller) and upper third

50% of companies in each group

(largest)
CSR Firm Mean |t test Nonparametric Mean |t test Nonparametric
Index | group N cest N rest
(%) | p-value p-value (%) | p-value p-value
CSPI Smaller | 400 | 9,85 | 0,0000 0,0001 596 | 9,93 | 0,0000 0,0001
Larger | 400 | 7,74 603 | 8,00
ERLI Smaller | 400 | 7,98 | 0,0000 0,0001 596 | 8,05 | 0,0000 0,0001
Larger | 400 | 6,27 603 | 6,53
ESALI Smaller | 400 | 0,49 | 0,0107 0,0001 596 | 0,53 | 0,0528 0,0001
Larger | 400 | 0,71 603 | 0,67
ENV.I Smaller | 400 | 0,62 | 0,4861 0,2221 596 | 0,60 | 0,1094 0,9812
Larger | 400 | 0,56 603 | 0,50

Note: Firm size has been proxied by firm average net revenue in the period studied. CSP-I = Corporate

Social Performance index; ER-I = Employee Relations index; ESA-I = External Social Action index;

ENV-I = Environmental action index.
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Results similar to those obtained with respect to firm size have been

obtained splitting the sample by a dummy variable indicating whether

the firm is listed in stock exchange market or not. Results show that

listed companies have inferior internal social action (ER-I) and corpo-

rate social performance index (CSP-I) than non-listed companies (Table

7). These findings, in a certain way, are in the same direction of those

obtained considering firm size, since listed companies are, in principle,

larger. Moreover, it is interesting to note that publicly traded companies

present significantly higher external social action index (ESA-I) than oth-

ers. This may be an indication that listed firms may prioritize external

social actions, which tend to have more visibility than internal actions.
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Table 7: Comparison of CSR between listed and non-listed companies

g;);—;;s;e; Listed Companies
CSR N Mean N Mean t test Nonparametric test
Index (%) (%) (p-value) (p-value)
CSP-I | 698 | 9,55 501 8,14 0,0003 0,0048
ER-I 698 | 7,87 | 501 6,48 0,0000 0,0001
ESA-T | 698 | 0,50 | 501 0,73 0,0023 0,0001
ENV-I | 698 | 0,57 | 501 0,52 0,4685 0,1434

Note: CSP-I = Corporate Social Performance index; ER-I = Employee Relations
index; ESA-I = External Social Action index; ENV-I = Environmental action

index.

About the stakeholders involved in the definition of firm CSR policy,
58.8% of the firms declared this information. Most of the firms (47.46%)
have CSR policy definition in hands of firm direction and managers,
5.17% that put CSR policy definition under firm direction responsibility
only, and 6.17% of firms have declared to involve all employees. This
data is a good signal that Brazilian firm is highlighting CSR importance
and integrating it into firm strategy.

Besides, the signaling of stakeholders responsibility in CSR, it is worth
assessing whether such stakeholders involved in CSR policy definition
interfere in such policy as proposed in Hypothesis 5.

To test Hypothesis 5 that proposes the possible influence of stakeholders
in CSR policy definition we have carried out a mean comparison of CSR
indexes among the three groups of stakeholders, using analysis of vari-
ance (ANOVA). The mean comparison of CSR indexes by ANOVA showed
that, indeed, stakeholders seem to affect the intensity of social action.

The global CSR index (CSP-]) is significantly different for companies ac-
cording to the stakeholders involved in CSR policy definition. Companies
in which all employees are involved in CSR policy definition have aver-
age firm social action (CSP-1 = 12.04%) significantly higher than others
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(Table 8). Looking at each dimension of social action, the participation
of all employees in CSR policy definition appears to lead companies to be
more intense in internal social action (ER-I) since ER-I index is signifi-
cantly higher (9.61%) for this group of companies. On the other hand,
employee participation does not appear to be able to promote external
social action (ESA-I) as well as environmental (ENV-I). On the contrary,
environmental action (ENV-I) is significantly higher (0.74%) for com-
panies where only firm direction and managers are responsible for CSR
policy definition.

The afore presented set of results seem to be a good signal that Brazilian
firm is integrating CSR in its strategy, mainly for the fact that more than
50% have published the stakeholders formally involved in CSR policy
definition.

Table 8: Comparison of CSR indicators among firms considering the
groups of stakeholders involved in the definition of CSR policy

Index RSC Stakeholders N Mean F p-value
(%)
All Employees 74 12.04 5.555 0.004
CSP-1 Firm direction and Managers | 569 9.28
Firm direction 62 9.68
All Employees 74 9.61 5.871 0.003
ER-I Firm direction and Managers | 569 7.38
Firm direction 62 7.54
All Employees 74 0.98 1.399 0.248
ESA-I Firm direction and Managers | 569 0.70
Firm direction 62 0.78
All Employees 74 0.43 3.497 0.031
ENV-I Firm direction and Managers | 569 0.74
Firm direction 62 0.48

Note: CSP-I = Corporate Social Performance index; ER-I = Employee Relations
index; ESA-I = External Social Action index; ENV-I = Environmental action index.
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5. CONCLUSIONS

The importance of Corporate Social Responsibility has grown interna-
tionally, in developed markets and also in markets with less advanced
economies. The existence of a certain pressure for more CSR from a wide
range of interested parties (stakeholders) is a reality.

This paper provides an analysis of CSR in Brazil starting from CSR in-
formation evidenced by “Social Balance Sheet” proposed by IBASE in the
period 1996-2008. A better knowledge of the set of Brazilian companies
that have adopted the practice of social action is important when research
on CSR is growing in the country. In this context, this work has verified
some characteristics of the Brazilian company that seem to interfere in
the intensity of CSR: firm size, sector, being a listed firm or not, and the
stakeholders involved in CSR policy definition.

The findings indicate that large and small firms have undertaken CSR
projects in Brazil. The majority of the companies that have used the
IBASE’s “Social Balance Sheet” proposal as a means of dissemination of
CSR are not listed in the stock exchange, which may be an indication
that a growing number of medium and small companies are integrating
CSR in their activities.

Internal social action, that is, social action directed to firm’ workforce
has received more attention from the Brazilian company. The proposal
that Brazilian firm social action has increased as a result of IBASE action
cannot be fully confirmed. In fact, there has been observed that during
the second half of the research period external social action and environ-
mental action indexes have been higher. Conversely, internal social action
has been reduced. This inversion may signal the possibility of a priority
of conflict in Brazilian firm considering CSR policy.

CSR of the Brazilian company does not seem to be positively influenced
by firm size, contrary to expectations. In fact, the mean global CSR index
of Brazilian firm is higher for smaller firms. Similar result is the one in-
dicating that non-listed firms are more intense in CSR. It is worth men-
tioning that internal social action is higher for non-listed firms while
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listed firms are more intense in external social responsibility. That signals
that larger and listed firms may be more interested in external social ac-
tion motivated for more visibility and reputational concerns.

An important data is the fact that a huge number of firms have declared
the stakeholders involved in CSR policy definition with the majority of
these having CSR in hands of firm direction and managers. Going deeper
in the stakeholders performance related to CSR, evidence has been found
that the stakeholders involved seem to influence firm CSR. The participa-
tion of all employees in the company CSR policy definition is associated
with greater internal social action, while firms with CSR policy definition
restricted to firm direction and management have a superior environ-
mental action. That indicates that firm workforce seem to be effective in
protecting their interests whereas firm direction has a trend to emphasize
environmental action.

We see this work as contribution to CSR literature by providing some
characteristics of CSR from an emerging market with important inter-
national visibility. CSR of Brazilian firm is not restricted to large firms
or listed firms, a growing number of firms is formally involving internal
stakeholders in CSR policy definition.
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