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Abstract

Corporate Social Responsibility’s (CSR) impact exceeds beneficiary communities to include the
practitioner companies itself. That impact on business-related aspects is more obvious on the
financial performance of these companies relative to non-financial performances. Thus, this has
become a hot subject for literature over the past 15 years to investigate. However, these literatures
ended up by an ongoing argument on the type of impact that CSR places on corporate financial
performance (CFP). Therefore, this paper aims to reorganize the findings of previous studies that had
tested the impact of CSR on CFP to enable upcoming researchers to accurately understand the nature
of mixed or conflicting findings approached by former researchers. Thus, enhancing chances of more
effective research contributions on this particular front compared to existing knowledge. In that
accordance, this paper classifies concerned literature review into six categories as follows: Firstly,
studies that had reported a direct or complete positive impact of CSR dimensions on CFP in general.
Secondly, studies that had reported a typical impact for all or some of CSR elements on certain
dimensions of CFP. Thirdly, studies that had reported occasional or conditional impact of CSR
dimensions on CFP. Fourthly, studies that had reported a negative impact for CSR on CFP. Fifthly,
studies that had reported a role for moderating and mediating factors on the impact of CSR on CFP.
Finally, studies that had offered some explanations for the mixed results on the relationship between
CSR and CFP in particular and other aspects of corporate performance in general.

Keywords: Corporate Social Responsibility (CSR), Corporate Financial Performance, Return on
Assets (ROA), Return on Equity (ROE), Institutional Environment, Total Quality Management (TQM).

Introduction

Companies’ acknowledgement to its responsibilities to give back to the community (Grover, 2014)
and to actively work to complement the governmental role in a sort of mutual partnership (Chang &
Sam, 2015) is known by Corporate Social Responsibility (CSR). That term had evolved as a moral-
based approach that had been regarded for decades as the original motive for companies to practice
CSR. Thereafter, CSR was remarked as having a potential positive influence on companies’ business
performance. This has resulted in driving many companies worldwide to practice CSR mainly to
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realize those business-related benefits. Therefore, these companies usually employ CSR activities as
a tool or an instrument to enhance its performances in terms of profitability and business growth
alongside with managing stakeholders’ interests (Madueno, et al., 2016).

According to Cho and Lee (2017), corporate financial performance represents the company’s value in
terms of the joint effect of monetary (tangible) and non-monetary (intangible) value drivers.
However, the monetary part of financial performance has received much attention by practitioners
as well as by researchers in which accounting measures had been intensively applied. This has been
also reflected in many of the studies that had investigated the impact of CSR activities on corporate
financial performance. For example, there were many studies that had defined corporate financial
performance as made of accounting-based indicators and market-based indicators (Wang, et al.,
2016; Karaye, Ishak & Che-Adam, 2014; Nollet, Filis & Mitrokostas, 2016). However, the monetary
value drivers were demonstrated while the non- monetary ones were completely neglected.
Regardless of how corporate financial performance had been measured, the majority of quantitative
studies that had examined corporate social responsibility impact on corporate financial performance
had approached empirical evidences for the presence of an impact for CSR practices on corporate
financial performance, or as some studies referred as “corporate performance”. However, the nature
of that impact and its significance remained a scholarly debatable topic since the reported impact
between the two constructs ranged from simply negative to strongly positive (Wang & Sarkis, 2017).
Herein, this paper intends to critically review how the impact of CSR on corporate financial
performance had been addressed by previous literature, and then to classify those literatures based
on its findings. That classification is expected to facilitate a better understanding of the foundation
of CSR impact on companies’ financial performance and the multiple perspectives shaping the nature
and magnitude of that impact.

Classifying Literature Review on the Impact of CSR on Corporate Financial Performance
Apparently, scholars that had empirically examined the impact of CSR on corporate financial
performance had been grouped into two main categories based on the type of that impact as positive
or negative. However, the reported positive impact can be further classified as direct, indirect
(moderated and/ or mediated), conditioned or limited. This sub-classification constitutes an
important approach for further grouping of literature to precisely address the range of that positive
impact.

In contrast, there were other studies that had reported a negative impact for CSR on corporate
financial performance. Moreover, there were many studies that had offered some explanations for
the mixed results on the impact of CSR on corporate financial performance in particular and other
aspects of corporate performance in general. This section highlights as many valid classes of previous
studies that had investigated the impact of CSR on corporate financial performance.

A. Studies that had reported a direct or a complete positive impact of CSR dimensions on
corporate financial performance in general:

Literature that had reported a direct impact for CSR inputs on the corporate financial

performance can be grouped into two categories according to the extent of how the impact was

generalized across all the variables that had been measured. Therefore, the first category

according to the researcher’s review of concerned studies is the full direct impact for all CSR

factors being measured on all factors of corporate financial performance as a dependent variable.
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The second group presented studies that had approached a typical or a selective positive impact
between certain factors in both sets of variables.

As an example of studies with direct and absolute positive impact for CSR on the financial
performance was the study conducted by Reverte, Gomez-Melero and Cegarra-Navarro (2016).
That study documented a positive and significant direct effect of CSR on organizational
performance regardless of the industry’s type, company’s size, or the company’s proactivity to do
voluntary CSR. In that study, corporate performance referred basically to the corporate financial
performance and the authors used monetary elements (accounting and market- based) as key
indicators of that performance. However, much of the significance of that study stemmed from
its inclusion of non-monetary or qualitative indicators obtained from certain management
practices in the sampled companies beside the monetary measures. The results clearly
highlighted the impact of CSR on the non-monetary part of the corporate financial performance
that had been classified as internal and external benefits. The recorded internal benefits were
mainly intangible organizational assets and capabilities such as the development of competitive
know-how technologies and responsible corporate culture. Whereas the external benefits were
identified to be an enhanced corporate reputation in the market in a way enabling companies to
build good relations with external stakeholders and appearing as attractive employers.
Furthermore, the study found companies’ investments in CSR initiatives effective to increase
employees’ motivation, commitment, and loyalty. These findings were similar to those
approached by (Sila and Cek, 2017; Wang et al., 2014). Moreover, in another study to the impact
of CSR on the performance of multinational companies, Zhao, Teng and Wu (2018) acknowledged
the role of CSR as an important factor in the competitiveness of these companies through
enabling it to build long-term employees and consumers’ trust as a basis for sustainable business
models. Accordingly, that well-established employees and consumers’ trust helps business
leaders to create optimal environments for businesses’ growth and innovation (ibid).

These results on the impact of CSR practices on the non-monetary corporate performance can be
matched with the results of Vong and Wong (2013) that had also showed a direct and significant
impact of CSR practices on the company financial performance. That study also found non-
monetary positive impact for the social activities conducted by companies in the gaming industry
in terms of creating employment opportunities and contributing to efforts of community
development as per the perceptions of community’s stakeholder (ibid). Furthermore, Xiong, et
al (2016) found all the social dimensions they investigated (corporate investment in stakeholders’
well-being, investments in environmental protection projects, and even monetary donations made
by companies) leading to higher financial performance. The study reported important managerial
implications that challenged the decision makers at companies to change their perceptions
toward CSR as a cost center through providing solid evidences on CSR’s positive impact on the
corporate overall financial performance. According to the authors, these findings should motivate
companies to behave as responsible social citizens and undertake CSR as a key business related
strategy (ibid).
Overall, there are many positive effects of CSR on monetary and non-monetary indicators of
corporate financial performance that had been pointed out such as enhancing corporate image
and reputation, developing the service quality, contributing to sustainable competitive
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advantage, having a better risk management, scoring high loyalty and retention rates for
employees and customers, saving costs, and improving profit margins (Radhakrishnan, Chitrao &
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Figure 1 CSR Impact Model (Weber, 2008).

Nagendra, 2014; Gras-Gil, Manzano & Fernandez, 2016; Huang et al, 2014). For instance, the CSR
impact’s model developed by Weber (2008) reflected in figure 1 below provided a summary of
the direct and comprehensive positive impact that CSR has on corporate financial performance
in general. The model classifies CSR business’s benefits according to its type as monetary and non-
monetary and the nature of possible indicators as quantitative or qualitative as related to

organizational functions.

B. Studies that had reported a typical impact for all or some of CSR elements on certain
dimensions of corporate financial performance:

Blasi, Caporin and Fontini (2018) executed a research to analyze the relationship between CSR
activities and the economic performance —that they had measured using both market and
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accounting-based performance indicators- for companies disaggregated by sector of activity.
The researchers found that companies’ engagement in CSR to have a positive impact limited
to two of the market-based performance indicators which were total stock return and
financial risk associated with business investments. For example, the results revealed that CSR
activities increased companies’ total stock returns and reduced its financial risk in almost all
dimensions of CSR across all sectors the study had examined. However, the indicators of
accounting-based financial performance showed unstandardized response to CSR dimensions
as the interaction between the various aspects of CSR and this component of the dependent
variable had been inconsistent across sectors. The authors expected that inconsistency to be
the result of sectoral effects on companies’ motives to practice CSR and accordingly on its
potential impact on accounting based economic performance (ibid).

In contrary to the above findings, Wang, et al (2016) revealed a totally different interaction
between CSR and the accounting-based indicators of corporate financial performance. In this
regard, the study identified a positive and linear impact of CSR on return on assets (ROA) and
earning per share (EPS) while it could not catch any reliable evidence for the existence of any
impact for CSR on market-based financial performance measures such as the price-to-
earnings ratio (P/E) or stock return. The authors linked these results with findings of a previous
study by Karaye, Ishak and Che-Adam (2014) that had suggested that the CSR- financial
performance relationship appears to be more highly correlated when measured using
accounting-based indicators of corporate financial performance than the market-based
indicators. However, that explanation was completely rejected by the findings of Nollet, Filis
and Mitrokostas (2016) that approached a conclusion of a similar impact for CSR on both
accounting-based and market-based (Excess Stock Returns) performance indicators. The
authors used return on assets (ROA) and earnings per share (EPS) as specific measures for the
accounting-based corporate financial performance in which ROA in particular has become the
most used measure of corporate financial performance by researchers (Karaye, Ishak & Che-
Adam, 2014).

On another hand, Vong and Wong (2013) introduced very typical results concerning the
impact of certain CSR dimensions they used to measure that construct on different indicators
of corporate financial performance. The authors placed more attention on assessing the
importance of CSR to the company or a certain stakeholder group from different perspectives
according to value created to each beneficiary party. The study’s findings reflected that some
of the CSR dimensions it used like business and employment, community development, and
environmental protection were positively related to three of the financial indicators applied
namely revenue, market share, and overall organizational performance. In contrast, the social
dimension named management social practice was found related to earnings per share and
the overall organizational performance. However, the CSR dimension named responsible
gambling was associated with revenue and market share (ibid). However, the researchers did
not provide any explanation for that typical impact of CSR on financial performance. On a
relevant context, corporate environmental responsibility is considered an essential dimension
of CSR when described from sustainability perspective or corporate responsible behavior. In
this regard, Benavides-Velasco, Quintana-Garcia, and Marchante-Lara (2014) asserted that a
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positive corporate environmental responsibility significantly affects both return on assets
(ROA) and return on equity (ROE) for companies that maintain competitive environmental
performance.

The individual impact of certain social dimension measures on certain financial performance
indicators was also reported by Chen, Feldmann and Tang (2015) when they found a
significant positive correlation between three of the measured social dimensions which were
human rights, society, and product responsibility in one hand; and return on equity on the
other hand. Whereas, other financial indicators like sales growth and cash flow/sales ratio
were not found influenced by any of the social dimension measures.

C. Studies that had reported occasional or conditional impact of CSR dimensions on corporate

financial performance:

There are also some studies that had identified a positive impact for CSR on corporate
financial performance but anticipated that impact to be occasional unless further procedures
been taken by companies to sustain it. An example of these studies was the one conducted
by Magbool and Zameer (2018) that had investigated the impact of CSR initiatives delivered
by banks in India. The findings revealed that CSR has a positive impact on the banks’ financial
performance. However, the authors insisted on the importance of strategically integrating
CSR’s objectives in the business strategy and developing a socially oriented corporate culture
to sustain the impact of CSR on the corporate’s financial performance (ibid). In fact, this
example sheds the light on the significance of CSR-business integration and the influence of
socially oriented corporate culture.

Before presenting literature on the indirect impact of CSR on corporate financial performance,
the researcher preferred to put ahead studies that have reported a direct but negative impact
for CSR on financial performance. This is because part of that negative impact will be better
explained after understanding the role of moderating and mediating factors that some
guantitatively approached studies suggested to interfere the relationship between CSR and
financial performance.

D. Studies that had reported a negative impact for CSR on corporate financial performance:
Despite the multiple benefits reported for CSR on corporate financial performance as
discussed above, there are other studies that have approached reverse findings. Though
literature on the impact of CSR on corporate financial or economic performance has been
skewed towards a positive impact with varying differences among the studies due to
methodical difference or interpretation bias as asserted by Chauhana and Amita (2014),
however studies that reported reverse findings cannot be totally neglected.

For example, the results of Bhandari and Javakhadze (2017) showed that CSR reduces both
accounting as well as stock-based future corporate performance. That research’s findings
revealed that companies with active CSR contributions tend to heavily adopt the social
preference view that prioritizes stakeholders’ interests over the interest of shareholders
which is a common phenomenon that the Agency Theory of CSR strives to effectively control.
In such cases, the executive managers or agents of these companies may strategically work
to exclude any investment opportunities if not anticipated to be of much value to other
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stakeholders even if such opportunities proved to be of high potential value to the
shareholders.

On another study, Han, Zhuangxiong and Jie (2017) analyzed the data of Chinese listed
companies on both the Shenzhen and Shanghai stock exchange from 2008 to 2014 using
corporate document analysis. That study aimed to examine the impact of CSR on a non-
accounting financial performance indicator called product market performance to determine
the actual operating conditions in the sampled companies according to recorded growths in
product sales. The findings reflected that CSR activities significantly decrease the product
market performance of non-state-owned companies in noncompetitive industries where the
abilities of those companies to finance its debts is usually very limited. The authors attributed
that negative impact to a corporate governance as an internal organizational element. That
element tends to be weak in private owned companies compared to state owned ones in non-
competitive markets which gives rise to management's engagement in more self-serving
purposes using many practices including CSR.

E. Studies that had reported a role for moderating and mediating factors on the impact of CSR
on corporate financial performance:
As discussed earlier in the above sub-sections, the mixed findings reported on the impact of CSR
on corporate financial performance implied gaining a sufficient understanding of the indirect
impact that CSR may have on corporate financial performance in particular as well as on other
aspects of the corporate performance. The characteristics of these moderating factors in addition
to the extent and nature of its interaction either individually with CSR and multiple components
of the corporate performance, or collectively in the relationship between CSR and corporate
performance, require advanced investigations by CSR researchers to better redefine the
relationships between these variables in the CSR context.
Among studies that highlighted the role of multi-moderating factors in the relationship between
CSR and corporate financial performance was the study conducted by Javed, Rashid and Hussain
(2016). That study identified a significant moderating role for dynamic business environments-
which is almost an external factor to the organizational context- in the positive relationship the
authors found between CSR and the financial performance of companies working in such
environments. However, the study revealed that the manipulation of CSR activities may
negatively influence that moderated relationship (ibid). The role of munificent business
environments was also marked by Goll and Rasheed (2004) reporting that profitable companies
can grow fast in munificent environments that are perceived effective to enhance the
engagement of these companies in more CSR practices compared to environments characterized
by scarce resources where companies’ social performance tends to be very limited. Therefore,
the authors suggested that a dynamic and munificent environment plays a significant moderating
role on the relationship between corporate social responsibility practices and corporate financial
performance (ibid).
On the internal organizational context, Xie et al (2017) presented other moderating factors as
they found a strong moderating effect for institutional environment factor in the relationship
between CSR practices and financial performance as well as in the relationship between CSR
practices and customer satisfaction which may also indirectly enhance corporate financial
performance. In this respect, the presence of a well-established institutional environment
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enhances the positive relationship between CSR practices and these two variables (financial
performance and customer satisfaction). The study assigned the significance of that moderating
role for institutional environment to the ability of any well- established institutional environment
to provide long term supporting policies and a healthy organizational culture that can be easily
aligned with the corporate vision and the surrounding legal environment. In addition to its
moderating effects in the relationship between CSR and corporate financial performance,
institutional environment has a direct positive impact on the level of companies’ engagement in
CSR functions and strengthen stakeholders’ perceptions about its social responsibility (ibid).
These findings were also supported by Cavazotte and Chang (2016) that regarded institutional
environment as an important factor that companies should understand its influence on the
impact of CSR investments on financial corporate performance. This is because CSR investments
are associated with financial and non-financial costs. Furthermore, it is argued that CSR impact
on corporate performance ranges from negative to significant positive and is also influenced by
many internal and external factors (ibid).
On another hand, Mehralian et al (2016) identified a mediating role for total quality management
(TQM)- as an internal management system that usually takes into considerations the interests of
various stakeholder groups - in the relationship between CSR and corporate financial
performance. The corporate financial performance in that study consisted of monetary and non-
monetary items and it was measured using the Balance Score Card techniques. The mediation
effect reported for TQM in the aforementioned relationship was attributed to managers’
employment of that managerial tool to improve the quality of their business processes and
products to satisfy the interest of multiple stakeholders’ groups. As a result, they can strengthen
the relationships with those stakeholders and ultimately improve corporate financial
performance. The importance of TQM has been also highlighted by Wang et al (2016) as a
business strategy that enables companies to acquire a superior competitive advantage through
the continuous process improvement. Therefore, socially responsible companies may apply TQM
techniques it developed to improve the quality of its operations and the way it implements its
corporate strategies which in turn lead to improve the corporate financial performance
(Benavides-Velasco, Quintana-Garcia and Marchante-Lara, 2014).
Moreover, CSR is considered a driver to a sustainable competitive advantage as well as a
sustainable quality advantage through motivating companies to implement competitive
management practices such as TQM. Thus, Benavides-Velasco, Quintana-Garcia and Marchante-
Lara (2014) regarded TQM in conjunction with CSR as highly potential sources for sustainable
competitive advantage targeted almost by all companies. The authors found that adopting these
two approaches improves the capacity of the hotels they surveyed to create shared values with
different groups of stakeholders. This is because both concepts almost share the same orientation
toward paying high attentions to the needs and expectations of the company’s stakeholders.
Furthermore, the study asserted that the level of development of corporate social responsibility
is positively influenced by TQM implementation (ibid) which reflected that TQM can also play a
direct positive impact on CSR and corporate performance on individual basis. In general, strategic
organizational tools used by companies to enhance the competitiveness of its practices such as
TQM implies carful alignment between these tools and the key corporate strategies to make the
tools of common values within the company’s business model. In this respect, Bocquet et al
(2013) asserted that corporate financial performance (as a dependant variable of CSR) is also
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affected by the degree of consistency that managers establish across strategic organizational and
environmental elements while setting CSR implementation strategies.

From the perspective that views customers as the most important external stakeholder group to
the company, Xie et al (2017) suggested a full mediation effect for customer satisfaction in the
positive relationship between CSR and corporate financial performance. To enhance customer
satisfaction levels in an individual socially responsible company, the study highlighted the role of
good institutional environments to  positively strengthen the impact of CSR practices on
customer satisfaction. In other words, institutional environment played a moderating role
between CSR and customer satisfaction in the mediated relationship between CSR and corporate

financial performance.
Furthermore, customer satisfaction was acknowledged by Garcia-Madariaga and Rodriguez-Rivera
(2017); Jha and Cox, (2015) as a moderating variable in the relationship between CSR and corporate
market value and financial performance respectively. These studies implied more corporate focus on
meeting customers’ needs and enhancing their loyalty levels through employing CSR practices as
key tools to improve customer satisfaction when making strategic decisions and thereby improve
corporate financial performance (Jha & Cox, 2015). However, according to the CSR Stakeholder
Theory, companies are expected to seek the satisfaction of all concerned stakeholders considering
the significant role of stakeholders’ engagement in the success of social and sustainability strategies
adopted by socially responsible companies. In fact, the impact of stakeholders’ engagement in the
relationship between CSR and the overall corporate performance has not been sufficiently
investigated by researchers yet. In this regard, Javed, Rashid and Hussain (2016) expected a
moderating role for stakeholders in the relationship between CSR and corporate financial
performance in particular. However, in this author’s assessment, it would make a good sense to
identify also other factors that may control the extent of stakeholders’ engagement in line with
investigating a moderating or a mediating role for such an engagement in the CSR- corporate

performance relationship.
Furthermore, there are also studies that have changed the position of CSR as an independent variable
in the moderated or mediated relationship with corporate financial performance. These studies
reported significant moderating and mediating effects for CSR in this particular front either
individually or compounded with other co-variables. For example, Wang et al (2015) suggested that
CSR and brand equity together can enhance companies’ market value and accordingly its financial
and economic position. On another hand, Garcia-Madariaga and Rodriguez-Rivera (2017) identified
a strong mediating role for CSR in the relationship between customer satisfaction and corporate
reputation in both directions. These CSR-moderated and mediated relationships lead over time to
significant improvements in the financial aspect of the corporate performance. More interestingly,
CSR was also found a motivator to companies’ ethical practices. For example, Laguir, Stagliano and
Elbaz (2015) pointed out a significant influence for CSR on the level of companies’ tax aggressiveness
that had been defined in that study as the process of encompassing all tax planning activities either
legally or illegally which represents an irresponsible corporate behavior. The study found that, the
higher the level of the CSR social dimension at an individual company, the lower the level of tax
aggressiveness or the higher is its ethical obligation concerning financial aspects. In contrast, the
higher the level of CSR economic dimensions, the higher the level of that company’s engagement in
tax aggressiveness practices. The study highlighted that the level of companies’ commitments to a
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certain CSR dimension is a good determinant of the level of its ethical conduct to certain stakeholder
groups as the impact tends to vary across different dimensions of CSR (ibid).

On a limited scope of CSR, corporate environmental responsibility -which is defined as one of key
dimensions of CSR or sustainability - was empirically found by Li et al (2017) to be of significant
positive influence on the corporate financial performance. However, the study pointed out that
relationship was significantly moderated by the level of stringency of government regulation. For
example, the more stringent government regulation is, the more significantly positive is the impact
of corporate environmental responsibility on the corporate financial performance. In contrast,
organizational slack had been found playing a negative moderating role in the relationship between
the mentioned constructs. The organizational slack is a term that is used to refer to access in
resources (usually financials) available to an individual company other than those necessary to
achieve immediate business and operational requirements. In other words, the positive
environmental performance of companies with abundant organization slack does not allow these
companies to enhance its financial performance. However, the findings revealed that the negative
moderating effects of organizational slack in this relationship can be significantly weakened by
stringent government regulation. The study demonstrated that this duplicated moderating effect of
stringent government regulation represents a key motivation tool for companies to improve its
environmental performances, especially if those companies have few or reasonable organization’
slacks and working in environments controlled by stringent government regulations. However, these
findings may not be generalizable to other dimensions of CSR especially the social one that requires
a working environment with limited stringency in government regulations to be of more positive
influence on the three aspects of corporate sustainability performance. In this respect, this research
supported literature that argued on the importance of measuring each of the CSR main dimensions
individually instead of aggregating those dimensions into a single measure to accurately identify the
impact of each dimension and avoid losing any important information (Laguir, Stagliano & Elbaz,
2015).

F. Studies that had offered some explanations for the mixed results on the relationship
between CSR and corporate financial performance in particular and other aspects of
corporate performance in general:

Given the previously discussed findings of Wang et al (2015), that study had provided
a remarkable contribution to CSR literature on the relationship between CSR and
corporate financial performance despite its shortage to address any impact for CSR on
market-based indicators of the corporate financial performance. For instance, the
authors confirmed in their study to international construction companies over a seven
years’ period, that there is a curvilinear relationship between the two constructs that
had been anticipated by previous researchers but had not been tested before. The
authors simplified that U-shape relationship as follow: at low levels of social practices;
companies will not be eligible to achieve any remarkable financial benefits since the
cost of conducting such activities will be more than the foreseen gains. This stage can
provide a logical explanation to the negative impact that shows up when measuring
CSR impact on the financial performance that had been reported by some research as
communicated above. However, the U shape impact suggests that as these companies
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keep improving its CSR activities, it will financially approach a breakeven point and will
start realizing increasing financial benefits as it passes that point in which CSR benefits
offset the associated costs. The authors suggested that the curvilinear relationship
between CSR and financial performance in the international construction industry is
also applicable to other industries, where the relationship between costs and benefits
of CSR similarly apply. The findings of that study implied that companies should be
sufficiently motivated to improve its CSR strategies further and allocate enough
financial and non-financial resources to run its CSR programs since the CSR impact is
of mutual values between companies and the society though it may take some time to
pay back. Moreover, the reported curvilinear relationship between these two
constructs necessitated setting a regulated starting point by policy makers from where
companies’ commitment to CSR should commence.
In this author’s opinion, in addition to using the indicated threshold in the said
curvilinear relationship as a time factor breakeven point, there is also a logical
suggestion to set another point but to be in a time free mode to differentiate between
ad hoc CSR activities and strategic CSR activities that have been described above.
Under that point, any individual company should not be able to generate any valuable
benefits from causal or standalone CSR programs falling below the suggested strategic
commencement point no matter how much time it takes considering that the CSR
spending in such situations would most likely remain cost ineffective.
On an alternative hand, Reverte et al (2016) provided a more extended explanation to
the source of the mixed findings on the impact of CSR on corporate financial
performance and attributed that to two main reasons. The first reason was related to
differences of measurement methods of corporate financial performance being
applied by researchers. For example, some studies had focused on measuring the
financial performance using accounting based indicators only. While others had
applied only market based measures. On another hand, a third group of studies had
applied both of these financial performance indicators. Furthermore, there was a high
tendency to adopt monetary measures (accounting or market based measures) over
the non-monetary measures that many studies had identified as an original
component of corporate financial performance (ibid). Moreover, this author has
noticed while reviewing those studies that there was inconsistency in the way of
measuring some accounting based indicators such as profitability. This has been
noticed in the method adopted by Chauhana and Amita (2014) to measure profitability
when testing the relationship between CSR and corporate profitability. The
researchers had used indicators more suiting per-unit analysis of profitability and
capital budgeting instead of using more accurate profitability ratios that capture the
full economic value added by the company such as return on assets, return on equity,
return on invested capital, and return on capital employed (Segal, 2019).

The second reason according to (Reverte, Gomez-Melero & Cegarra-Navarro, 2016)
was the low attention paid to potential mediating and/or moderating effect of other
internal and external factors that may direct or influence the relationship between CSR
and corporate financial performance (ibid). There were few studies that had measured
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the influence of mediating and moderating variables in this relationship. Therefore,
this implies conducting extended investigations that acquire more internal and
external factors of potential indirect influence on the direction and significance of the
assumed relationship between CSR and companies’ financial performance.
Furthermore, this author noticed that some studies were tackling CSR as a lump sum
factor without considering the wide differences between philanthropic versus
strategic CSR (Magbool and Zameer, 2018), or proactive versus reactive CSR.
Therefore, the measured impact of CSR becomes of conflicting outcomes because the
perspective from which CSR should be defined had not been sufficiently considered.
This was happening despite the common agreement of the majority of CSR literature
that CSR as a term consists of multiple dimensions and can be defined and measured
using many different perspectives. Therefore, understanding the ins and outs of the
above mentioned reasons may put a logical end for the debate over the nature of CSR
impact on corporate financial performance.

Conclusion

CSR has an impact on corporate financial performance. However, literature showed mixed results
when measuring that impact in terms of type and characteristics due to many organizational and
external factors intervening that impact or the way the constructs had been measured. Therefore, it
is important to understand how researchers had tackled these factors while examining the impact of
CSR on corporate financial performance. That understanding allows upcoming researchers to
accurately identify the position from which the said impact had been measured or evaluated; and
therefore obtain the right explanations to diverse findings on the same issue to make useful
contribution to knowledge.

The Study Contribution

This study has theoretically contributed to the knowledge base on CSR field by extending the
understanding on the impact of CSR on corporate financial performance to be classified as positive,
negative, direct, indirect, conditioned and typical. That extended classification implies the adoption
of the most accurate measurement tools and to identify clearly-defined variables. Thus, approaching
reliable findings that are sufficiently logical to explain the nature or the extent of CSR impact on
corporate financial performance under each of the above classified relationships between both
variables. Furthermore, the study offers a conceptual mapping between CSR and corporate financial
performance based on a multi-dimensional factors that is useful for future researchers to use in order
to enhance the quality of their research methodologies and the reliability of their findings.
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