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Corporate Social Responsibility: The Day after the ‘Financial haircut’ in Cyprus  

Abstract: 

This research paper aims to study the impact of the CSR programs of four Cypriot Companies 
to their brand image and profitability. All four companies under study had heavily invested on 
intensive CSR Programs in support of Cypriot Citizens in need after the financial haircut of 
March 2013 and the eruption of the economic crisis in Cyprus. The criteria for selecting those 
four companies was based on the result of a quantitative research which took place during 
2014-2015, in Cyprus with a sample of 561 participants (Demetriou, M., Morphitou, R.2016). 
According to that quantitative research, the Cypriots under study named four specific 
companies as the most Responsible companies in Cyprus. Based on that outcome, in-depth 
interviews were conducted with the Marketing Managers of those four reputable companies. 
The aim of those interviews was to examine the nature of the CSR activities, the impact to the 
Society and to the companies’ brand image and profitability. According to the research findings, 
right after the financial haircut in Cyprus, all four companies under study have realized the 
need to Respond to the devastating economic position and poverty that most of the Cypriots 
had suddenly got into. Therefore, they introduced different CSR programs which included 
monetary donations and provision of their products to philanthropic associations and social 
grocery stores, support and sponsorships of events that were held aiming to help needy social 
groups and organizing events in order to gather toys and distribute them to children. According 
to all four Marketing Managers under study, the CSR activities of their companies had a 
positive impact on their reputation, brand image, word of mouth communication, sales and 
profits as well as employee retention and engagement. 
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Introduction 
The financial crisis that started in USA in 2007 due to the liquidity problems of the banking 
system had led to a negative effect on the economies worldwide, including the Cyprus 
Economy. Cyprus was directly affected by the large exposure of the two biggest Banks of the 
island to the Greek government-debt crisis. (Papaioannou, 2015). The end result was a 
‘Financial Haircut’ on March 2013 which had many negative effects for the island such as the 
increase of the unemployment rate, the rise of poverty level, the lack of liquidity in the Cypriot 
market and a number of austerity measures imposed on the Cypriots. The current financial 
crisis has made a lot of companies to revise their business strategies towards a more Civic 
Engagement Orientation. Few days after the Financial Haircut of March 2013, many Cypriot 
Companies announced various CSR activities in order to provide help to people in need. The 
research aim of this paper is mainly to examine the Corporate Social Responsibility activities 
and evaluate the impact of these activities on the companies that have implemented them. The 
objectives that have been developed in order to accomplish the research aim of the dissertation 
include the explanation of the CSR concept and its relation to the financial crisis, the analysis 
of the CSR activities of companies in Cyprus and the reasons that led the companies 
implementing them, the analysis of the return and the impacts companies had due to these CSR 
programs.  
 
 
 



Literature Review  
During the last decades, more and more developed companies are engaging in Corporate Social 
Responsibility (CSR) activities. The Commission of the European Communities (2001) has 
defined CSR as “a concept whereby companies integrate social and environmental concerns in 
their business operations …on a voluntarily basis”.  
Corporate social responsibility involves transparent business practices that comply with the 
laws and regulations that are based on ethical values, that are responsible for the well-being of 
the society in general, that take into consideration its stakeholders and respect people, 
communities and the environment. According to Hsu (2012), CSR activities can bring about 
positive brand image and reputation and according to Bhattacharya and Sen (2004), it is 
considered a means for companies to enhance relationship with customers. Hopkins (2003), 
state that CSR involves relationship between a company and all of its stakeholders, such as 
employees, customers, shareholders, communities, owners, government etc. According to 
Hopkins (2003), companies should treat their stakeholders in a moral and responsible way so 
as to maintain profits and improve the living standard of its stakeholders.  
The current financial crisis has made companies to think about their business strategy and the 
need for social responsibility. The benefits arising from CSR such as the enhancement of the 
relations of the company with its stakeholders, the brand loyalty and reputation and the 
differentiation of the company over its competitors, have gained the attention of researches 
(Asemah et al, 2013).  
Many researchers have conducted studies on the relation between CSR and corporate financial 
performance but there are not so many studies regarding the effects of the financial crisis over 
CSR. However, some researchers argue that CSR is a threat for the company during and after 
a financial crisis while others believe that it must be seen as an opportunity of providing long–
term survival and sustainability to the business despite any financial crisis (Yelkikalan & Köse 
(2012). Within the business world, the main concern for companies has historically been to 
make profits and increase shareholder value. However, in the last decades a concept called 
Corporate Social Responsibility (CSR) has emerged and has become prominent in many 
companies. Undoubtedly, CSR definition is complex and there is not a worldwide accepted 
definition of CSR. European Commission’s approach of the concept (2011) is that “CSR refers 
to companies taking responsibility for their impact on society”. In addition, EC considers that 
CSR is crucial in terms of innovation, competitiveness and the sustainability of companies and 
the economy in general as “it brings benefits for risk management, cost savings, access to 
capital, customer relationships, and human resource management” (European Commission, 
2011).  
When the recession hit Cyprus, the island came across hard times because of its large exposure 
to Greek debt. The Cypriot financial crisis burst out in 2012-2013 and involved among others 
the exposure of Cypriot banks to overleveraged local property companies, the Greek 
government-debt crisis and the downgrading of the Cypriot government's bond credit rating to 
junk status by international credit rating agencies (Papaioannou, 2015).  
The country was forced to ask the European Union for a bailout and the EU agreed saying, “If 
we’re going to help you, you can first help yourself.” This was the beginning of a controversial 
and unusual since then move to force everyone that have deposits in a Cypriot bank to pay for 
the bailout (KW, 2013). Therefore, the financial haircut took place on the island imposing a 
one-time bank deposit levy on the deposits of more than 100000 euros of the Cyprus Popular 
and around 48% of uninsured deposits (above 100000) in the Bank of Cyprus (Cyprus Profile, 
2014). Immediately after the financial haircut the general picture of Cyprus was depressing and 
shocking. People lost their jobs and sank into debt. The unemployment rate increase to 14.3% 
and the number of homeless people increased rapidly and many of them could not even find a 
place to sleep and they were forced to sleep in their cars. Hundreds of people were unable to 



pay their rents and bills and many people failed to repay their loans. Others were forced to stop 
their children from studying while others had no money to go to a doctor. The overall situation 
in Cyprus during that time was discouraging and unpleasant with many people struggling to 
survive while at the same time the response of the more advantageous citizens was astonishing 
and yielded trucks full of food and other essentials, trying to help all those people in need 
(Kathemerini, 2013).  
At the same time a lot of companies responded to this devastating situation as sponsors at 
various charity events and bazaars which aimed at collecting food and other necessities to be 
offered to deprived social groups. Some of them have also offered many vouchers for food and 
other necessities, provided by hypermarkets, to social grocery stores. Furthermore, some 
companies selling food and beverages offered their products for free to needy citizens on a 
carefully designed and long-lasting charity strategy. Some of the companies that offered help 
are the following: The Cyprus Telecommunication Authority (Cyta), Bank of Cyprus, Alpha 
Bank, Zorbas Bakeries, Alphamega Hypermarkets and Charalambides-Christis dairy Industries. 
When in 2016-2017 there was a quantitative research of 561 people who were asked to name 
the companies that they believe are socially responsible (without any prescribed list of 
companies) the great majority of the responders name the Cyta, the Bank of Cyprus, and 
Charalambides-Christis Dairy Industry and the Apha Mega SuperMarkets as the most Socially 
Responsible companies in Cyprus. Based on this research outcome the authors of this paper 
decided to take in-depth interviews with the Marketing Managers of the best four companies 
in the list. 
 
Research Aim and Objectives 
The research aim of this paper is mainly to examine the Corporate Social Responsibility 
activities, especially in the context of the concept of Corporate Citizenship, after the financial 
haircut that the island incurred in 2013. Furthermore, this research project will evaluate the 
impact of these activities on the companies that have implemented them.   
In order to accomplish the research aim of this research project, the following research 
objectives have been developed: 
• To analyze the CSR activities companies in Cyprus were engaged in after the financial 

haircut via semi-structured interviews. 
• To explore whether the companies engaged in CSR activities after the financial haircut in 

Cyprus had a good return on their investment concerning sales and profits  
• To explore whether these companies believe that their engagement in CSR had positive 

impact on their brand image, reputation and customer retention. 
• To explore whether their engagement in CSR had a positive impact on their employees’ 

satisfaction and productivity. 
 
Research Methodology 
Four in-depth interviews were organized and took place during the period March 2019- October 
2019 with the Marketing Managers of the following companies: Zorbas Bakeries, Christis -
Charalambides Dairies, Bank of Cyprus and the Cyprus Telecommunication Authority. This 
qualitative research method is mainly exploratory research and it concentrates on collecting 
verbal data with the aim to understand motivations, drivers and opinions. Its primary objective 
is to provide insight into a problem as well as a complete analysis of the topic and helps in 
developing ideas for further research.  
 
Analysis of research outcome 
All four companies have realized the need to provide help to people that needed it and to relieve 
them of the poverty that most of them had suddenly got into. Therefore, they implemented 



different CSR programs which included monetary and in-kind donations to philanthropic 
associations and social grocery stores which were organized on a daily basis the day after the 
Financial Haircut of March 2013. They were also organizing or supporting events that were 
held aiming to provide food, clothing, sanitary goods and money to the needy social groups. A 
few weeks later Charalambides-Christies Dairies and Zorbas Bakeries with the financial 
support of the Bank of Cyprus organized the ‘Breakfast for All’ at the Elementary schools of 
Cyprus. A daily in-kind donation to the schools of Cyprus in order to verify that no child ended 
up without breakfast. The success of those initiatives enhanced the Brand image of those four 
companies as the ‘top corporate givers’ in Cyprus at that period of Devastation. According to 
the research findings the Marketing Managers of the four companies under study have stated 
that the reaction of the consumers was positive and that they benefit from their Social 
Responsiveness activities while at the same time they contributed in relieving the people in 
need. In their opinion, their CSR approach was a very important factor for consumers to choose 
the specific companies for purchasing their products and services during that time. According 
to Hejase et al. (2017), CSR activities impact the consumers’ decision-making process and that 
they may even affect a purchase that was not planned previously. This was also supported by 
Bhattacharya & Sen (2001) who claimed that CSR activities have a positive effect on customer 
response to the goods and services of the company. All four Marketing managers under study 
believe that their Social Responsiveness to the Economic Crisis of 2013 in Cyprus with the 
world renowned ‘financial haircut’ had as a result the enhancement of their brand image and 
reputation. According to Stoyanov (2017), businesses that implement CSR activities build a 
favorable corporate image in comparison with those that do not implement any socially 
responsible activities, thus CSR is considered as a tool for building a positive image to the 
public.  
Furthermore, it became clear from the interviews that the CSR activities of the companies 
examined have helped them in attracting new customers. Gildea R. (2001) has related the 
positive image of an organization to the attraction of new customers, supporting that CSR gives 
the chance to consumers to feel that they have taken the right decision when they choose 
product or services of a CSR- oriented company. According to the interviewees, their CSR 
activities, have led to customer retention as well as to brand trust and customer loyalty towards 
the companies. This aspect is also supported by Hejase et al. (2017), who suggest that CSR 
impacts the customers’ feelings towards a company’s products and that it can increase their 
trust and loyalty towards CSR- oriented companies. In addition to this, further research has 
indicated that CSR influences the brand image and consumer trust as well as brand loyalty, 
company’s economic performance and success (Gildea R. 2001; Reichheld & Schefter, 2000). 
In this way, CSR and customer loyalty can be considered mutually independent in the sense 
that a company by engaging in more CSR activities can boost further the customer retention. 
When companies establish and maintain customer loyalty, they can enjoy long term beneficial 
relationships with their customers, thus inducing the retention of customers (Bowen J. and 
Chen S. 2001).  
It was also supported by the interviewees that the CSR activities implemented after the 
financial haircut have generated positive word of mouth, leading to increased media coverage 
and attracting new customers and employees. According to Brammer S. and Millington A. 
(2005), CSR activities can boost the corporate reputation and influence trust and loyalty which 
in the turn can trigger positive word of mouth. In addition, previous studies demonstrate that a 
company's CSR initiatives influence word of mouth, with a positive relationship between these 
two factors (Bhattacharya and Sen 2004). 
Moreover, it has been indicated from the interviews that, on the economic dimension, the 
companies’ sales and profits were increased due to the CSR activities. Lev et al (2009), 
supported that CSR can help organizations to boost their sales and market share. Demetriou et 



al (2011) have claimed that customers are willing to pay more for a product or service that is 
produced from a socially responsible company. In 2014, the Nielsen Global Survey on 
Corporate Social Responsibility found that 55% of the 30,000 consumers surveyed across 60 
countries were willing to pay more for products and services from companies with a positive 
social or environmental impact. According to Knudson, this willingness contributes in 
increasing the sales of the companies that engage in CSR activities. He also indicates that 
consumers’ are increasingly aware of the growing needs and wants of society and that 
companies that address these needs can attract customers’ attention and gain their trust. 
Therefore meeting customers’ needs and wants through CSR can contribute in boosting the 
companies’ sales as well as increasing the amount costumers are willing to pay.  
Furthermore, the interviewees have claimed that their companies’ CSR activities implemented 
after the financial haircut boosted their employees’ retention and engagement. It is generally 
known that scholars have already explored the relationship between CSR and employee 
engagement, finding that there is a positive and essential relationship between these two aspects 
Glavas 2012; Caliguiri et al (2013). Also, Glavas (2012) found that the effect on employee 
engagement resulted from the employee’s perceptions of CSR and was reinforced by how 
important is CSR for him. From the interviews, it also became clear that all four companies’ 
employees felt proud about their employers’ CSR activities after the financial haircut and that 
their creativity and productivity was boosted. Shen J., Benson J. (2014) have claimed that CSR 
results in higher employee productivity and in attracting and retaining employees while Rupp 
et al. (2013) proved that CSR activities can influence employees’ attitudes and behaviors as 
well as boosting their creativity. As mentioned before, employees tend to be more engaged but 
also perform better when their employers are involved in CSR and by communicating their 
CSR efforts to their employees, companies can motivate them to become more actively 
engaged to their work and more productive in general (Jones D.A 2010, Wood 2010). 
Additionally, interviewees have reported that the relationships with their employees were 
improved and that their companies became more attractive to applicants and prospective 
employees, including top talents, due to their CSR activities implemented after the financial 
haircut. As claimed by Greening & Turban (2000), CSR can make companies look more 
appealing to potential employees and it may also help them to attract top talents, since people 
feel better when working for organizations that offer to the society. Some scholars support that 
CSR can influence employee relationships positively by boosting organizational trust (Shen 
&Benson 2013; Rupp et al, 2014,) and that CSR can also contribute in employee Satisfaction 
(Valentine &Fleischman 2008). 
 
Conclusions  
The purpose of this thesis was to examine the CSR activities of four companies in Cyprus after 
the financial haircut in 2013, as well as the impact these activities had on the organizations 
themselves, their employees, their customers and public in general. Therefore, in-depth 
interviews were conducted with the Marketing Managers of the four companies under study. 
Given the research findings all four businesses have implemented various CSR programs in 
order to provide help to the people in need. Three out of the four companies were implementing 
were involved in CSR activities before the financial haircut. However, as stated by the 
interviewees, the need for providing help to the society during those difficult times has 
motivated them to integrate in their strategic Planning more CSR programs. The interviews 
indicated that in most cases the companies did not wish to promote through media their CSR 
activities, with the only exception the case they wanted to attract the public’s involvement in 
the activities initiated for helping people in need. According to the research findings, the CSR 
activities implemented following the financial haircut influenced positively the company’s 
public image and reputation as well as the customers’ satisfaction and trust which was partly 



lost after the financial haircut, especially in the case of the Bank of Cyprus. These CSR 
programs, according to the interviewees, have led to higher customer retention which can lead 
to brand loyalty as well. These CSR programs have also brought about benefits in terms of the 
companies’ employees such as enhancing employees’ retention and engagement, boosting their 
creativity and productivity, improving the relationships between employer and employees and 
affecting positively employees’ trust and satisfaction. According to the interviees, CSR 
constitutes an opportunity of providing long–term survival and sustainability to the businesses 
despite any financial crisis and it can be used as a competitive advantage over others as well, 
while benefiting their stakeholders and society in general. Moreover, it was also indicated that 
CSR strategies can add value to the companies and strengthen their brand names. As far as the 
profitability is concerned, it was indicated that CSR strategies have contributed to the increase 
in sales and profits of the companies under study. 
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