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Chapter

Social Responsibility and Financial 
Performance: The Case of STOXX 
Europe Index
Cristina Gaio and Rita Henriques

Abstract

The main objective of this study is to analyze whether companies that pursue 
corporate social responsibility (CSR)-based policies have a higher level of financial 
performance compared to those that do not. Additionally, we study the effect of 
the last financial crisis on the relationship between CSR and financial performance 
in order to figure out whether or not companies sharing these environmental and 
social concerns had higher financial performance than their peers. To do so, three 
empirical models are designed, combining both traditional accounting measures 
(return on equity and return on assets) and a measure sensible to market values 
(Tobin’s Q ) to assess the financial performance. A sample of 266 listed companies, 
from 15 European countries and 14 industries, listed on the STOXX Europe 600, 
is analyzed. Results suggest that companies pursuing CSR policies financially 
outperform their peers, and these results are supported even during the financial 
crisis period. This study highlights the idea that companies pursuing CSR policies 
put a considerable effort on building a stronger corporate reputation which in turn 
generates short- and long-term benefits, leaving behind the idea of the traditional 
companies that focused only on financial performance.

Keywords: corporate social responsibility, financial crisis, financial performance, 
STOXX Europe 600, Tobin’s Q

1. Introduction

Corporate social responsibility (CSR) has been described as the importance of 
pursuing environmental and social goals involving all shareholders and not just 
financial goals [1].

In a similar context, the concept of sustainability also comes up. Both CSR and 
sustainability are widely used terms. According to [2], sustainability requires us to 
“meet the needs of the present without compromising the ability of future genera-
tions to meet their own needs” (page 41). Therefore, CSR is the contribution of 
companies to sustainable development efforts, taking into account the impact of 
their social and environmental actions and their contribution to the improvement 
of society as a whole and of the surrounding environment [3].

CSR has been studied over the years with a special emphasis on the benefits it 
does generate in the company’s financial performance. Many authors who have 
addressed the relationship between CSR and financial performance have come to 
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different conclusions. Many claim that there is a positive relationship [4–6], others 
argue that the existing relationship is negative [7, 8], while others claim that there 
is no relationship at all [9]. These differences may be due to the lack of theoretical 
support behind the hypotheses formulated and the limitations in the design and size 
of the sample and the variables used [10]. Also, Davidson and Worrell [11] state that 
sometimes doubtful CSR indexes or inappropriate techniques are used, which may 
contribute to the mix results found in the literature.

Our main motivation to study this topic is directly related to the growing con-
cern of companies with the environmental and social issues, since there is a greater 
understanding that being socially responsible increases their reputation and image, 
thus generating short-, medium-, and long-term benefits. In addition, most studies 
on the relation between CSR and finance performance focus on a single industry or 
country.

Therefore, the main objective of this chapter is to analyze whether companies 
that pursue CSR-based policies have a higher level of financial performance com-
pared to those that do not in an international sample. A separate analysis of this 
relationship will also be conducted and will be focused on the last financial crisis 
period in order to figure out whether or not companies sharing these environmental 
and social concerns have higher financial performances than their peers. To this 
end, 266 companies from 15 European countries were analyzed in a 10-year period 
from 2007 to 2016.

Results suggest that companies pursuing CSR-based policies have, on average, 
higher financial performance than those that do not. In the same way, during the 
period of financial crisis, companies pursuing CSR-based policies are found to have 
outperformed other companies in line with existing literature trends [12–16].

The study is divided as follows: Section 2 reviews the literature in order to 
have the theoretical support for the development of the hypothesis; Section 
3 presents the sample selection process and the methodology used; Section 4 
describes and analyzes the results obtained, and lastly, Section 5 presents the 
main conclusions.

2. Literature review

2.1 Sustainability and social responsibility—the same?

The concept of sustainability has undergone some changes in terms of approach, 
theories, and terminology. Its emergence was primarily due to a greater focus 
on existing environmental problems, but this concept has changed over time 
and gained a new perspective, including two further strands, the social and the 
economic [17]. In the past 15 years, scientific debate regarding sustainability has 
grown, focusing on the intertwining between the economic, environmental, and 
social goals [18]. Companies have begun to refer to this concept using different 
terminologies such as “sustainable development,” “sustainability,” “corporate social 
responsibility,” or “corporate responsibility.”

According to [19], the concept of sustainability that embraces the three trends 
listed above is called triple bottom line or three Ps: planet (environmental), 
people (social), and profit (economic). Each strand interconnects with the others 
in order to establish a balance of responsibility where all interests are balanced, 
thus generating value for the company. In the same way, over time, the concept 
of CSR has won the attention of companies and their shareholders, along with a 
new meaning, since companies have realized that their business purposes have 
broadened beyond the economic purpose of generating profit for its shareholders, 
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now encompassing the interests of all stakeholders [20]. Indeed, according to 
[18], companies must consider the stakeholders’ expectations and decisions. 
These authors highlighted the stakeholders’ involvement and their role in the 
strategic management of organizations as a relevant topic for academic scholars. 
Also, Del Giudice et al. [21] underlined the crucial role played by owner-managers 
when engaging in sustainability activities jointly with employees and other 
stakeholders.

Currently, the pressure on business is high, and shareholders are increasingly 
asking companies for information not only on the economic and financial per-
formance but also on their environmental and social concerns [22–25]. Thus, a 
greater transparency about the CSR activities is expected by shareholders [26]. In 
fact, with the emergence of greater environmental and social concerns, a greater 
emphasis on business transparency and accountability began to emerge. Following 
these new expectations, stakeholders are demonstrating a growing interest on 
sustainability performance and thus there is an increasing pressure on businesses 
to report on sustainability [18]. The nonfinancial reporting, together with the 
financial reporting, aims to provide shareholders “with the picture of corporate 
positions and activities on the economic, environmental and social fronts. In short, 
such reports attempt to describe company’s contribution toward to sustainable 
development” [27], page 9).

Moreover, Cucari et al. [26] highlighted the importance of companies having a 
CSR committee. Indeed, through a CSR committee, companies can better plan and 
implement sustainable projects, enhancing the awareness and involvement of the 
stakeholders and ensuring the quality of the reporting process.

As can be seen, although sustainability has emerged from environmental 
problems and CSR from the emergence of social problems, both have a common 
intention, since their ultimate goal is to balance on both sides.

2.2 Benefits and limitations of pursuing a CSR-based policy

There are many reasons for pursuing a CSR-based policy. Kurucz et al. [28] 
define four reasons:

• Cost and risk reduction—environmental investments can lead to cost and risk 
reduction for the company, as there is present and future compliance with 
environmental legislation [29]. Building positive relationships with the sur-
rounding community also results in reduced risks and costs [29].

• Competitive advantage—Singha et al. [30] suggest that environmental 
ethics influences environmental performance and competitive advantage. 
Competitive advantage is built thanks to the business commitment and 
adoption of CSR activities in order to meet the stakeholder’s requirements. 
One of the most commonly used examples in literature is consumer loyalty. 
Pivato [31] shows that increased consumer loyalty is often the result of 
the adoption of CSR activities by companies. Also, socially responsible 
companies attract more investment. Certain investors avoid companies that 
do not fulfill their defined values and mission, which break the law and its 
principles [32].

• Reputation development—Smith [33] argues that CSR activities attract inves-
tors, consumers, and workers and explains that many workers prefer to work 
in companies that are more socially responsible. Brammer and Pavelin [34] 
underline the great importance of disclosing social responsibility reports.
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• Value creation—Value creation through CSR practices enables companies, on 
the one hand, to meet the demands of all shareholders and, on the other hand, 
to pursue operations inherent to its core business. By enabling the involvement 
of all related parties and meeting their demands, the company can achieve a 
greater financial performance with the support of all through new opportuni-
ties and solutions [35].

However, the adoption of strategies that meet the concept of CSR may involve 
certain costs for companies, such as the implementation of quality control equip-
ment, the purchase of environmentally friendly equipment. Hence, it is necessary to 
analyze the benefits and the risks and costs of applying CSR in the business world.

2.3 Relationship between CSR and financial performance

For any company, when costs or investments of any kind are incurred, the 
financial return is always analyzed, that is, an investment is considered good 
when it generates future benefits. Thus, in order to fully understand whether the 
application of the CSR concept has a positive impact on the company, a link must be 
established with the future benefits it may bring (or not) to the company’s financial 
performance. Thus, the relationship between CSR and corporate financial perfor-
mance is a relevant topic in business management literature.

There is evidence of a positive relationship between CSR and financial perfor-
mance. [12, 14–16]. A good financial performance results in good social perfor-
mance as companies that are more profitable have more resources to invest in social 
activities. On the other way, greater investment in social activities attracts more and 
better resources, conscious consumers, and a higher reputation, further generating 
greater competitive advantage over other companies.

Today, companies view reputation as an extremely important factor that must 
be maintained and protected [3]. A greater focus on CSR makes the company more 
appealing to investments and consequently leads to a higher financial performance 
[36], given that the current investors are aware of the importance of social, envi-
ronmental, and economic concerns. Some authors also argue that there are larger 
investments in companies with better social performance [37]. Similarly, Eccles et 
al. [38] come to the conclusion that it really matters to invest in CSR. Companies 
that do so have a higher financial performance, creating greater value for all their 
shareholders, given that they gain loyal consumers and more committed workers. 
On the other way around, Singha et al. [30] highlight that committed workers and 
top management, along with sustainable environmental management practices, 
enhance the firm’s environmental performance and that, in turn, will positively 
influence its competitive advantage.

However, others authors, based on the shareholder theory, claim that the rela-
tionship between CSR and finance performance is negative because the company’s 
motto is the creation of profit for the shareholder and that is not consistent with 
the increased costs of social responsibility activities [39, 40]. Also, the incremental 
costs from social responsibility activities may lead to losses in the company’s com-
petitive capacity [41]. Following this point of view, CSR activities have a negative 
impact on the financial performance and therefore reduce the shareholder benefits.

Considering the trend in literature according to which companies pursuing poli-
cies based on corporate social responsibility have a higher level of financial perfor-
mance compared to those that do not, we formulated our hypothesis as follows:

Hypothesis: Companies that pursue CSR-based policies have a higher financial 
performance compared to those that do not.
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3. Data and methodology

3.1 Sample and data collection

The sample was obtained from the STOXX Europe 600 Index and the informa-
tion was accessed during February 2018. Financial information was taken from 
Bureau Van Dijk’s Amadeus database, version 14.07. Additional data was taken from 
FTSE Group and World Bank.

Our measure of CSR is based on The STOXX Europe Sustainability Index, a 
subset from the STOXX Europe 600 Index. It aggregates the selected companies 
according to a sector-business analysis together with sustainability assessments 
based on environmental, social, and economic criteria. The assessment is consid-
ered positive if the combination of company valuation and sector valuation results 
in a shaded matrix field in the Sarasin Sustainability Matrix [42].

From the initial sample of 600 companies, all those belonging to the public 
and financial sectors were excluded due to their specific rules and legislation, thus 
avoiding possible bias in the results. Companies for which it was not possible to 
calculate all the variables under study were also removed.

Besides, in order to avoid bias due to the extreme values found, outliers were also 
removed. Outliers are defined as the values of the variables below percentile 5% and 
above percentile 95%. Therefore, the final sample used for the study consists of 266 
companies, with a total of 2660 observations.

Through the analysis of the sample composition by country (Table 1), we can 
see that most of the companies are from the United Kingdom with 84 compa-
nies (32%), France with 50 companies (19%), and Germany with 36 compa-
nies (14%).

Country Number % of Total

The United Kingdom 84 32

France 50 19

Germany 36 14

Sweden 17 6

Switzerland 17 6

Spain 14 5

Denmark 12 5

Finland 10 4

The Netherlands 8 3

Belgium 4 2

Norway 4 2

Italy 3 1

Portugal 3 1

Austria 2 0

Ireland 2 0

Total 266 100

Table 1. 
Sample by country.
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According to the North American Industry Classification System (NAICS), the 
266 companies were divided into 14 sectors. The most represented sectors are the 
professional, scientific, and technical services sectors with 85 companies (32%), 
followed by the industrial and other services sectors with, respectively, 53 compa-
nies (20%) and 34 companies (13%) (Table 2).

3.2 Empirical model

Prior research on CSR has measured financial performance using accounting-
based measures or market-based measures (e.g., see [14, 43, 44]). As accounting-
based measures, those authors have used return on equity (ROE) and return on 
assets (ROA) and, as market-based measures, they use the Tobin’s Q. These two 
types of measures can capture the two dimensions of financial performance: the 
short-term through ROE and ROA [15] and the long-term and future evaluation 
through Tobin’s Q [14]. Indeed, several authors choose to use Tobin’s Q in order 
to study the relation between CSR and financial performance in a long-term 
perspective [39, 45].

Following previous studies, financial performance is measured by both ROE 
and ROA as accounting measures of short-term financial performance. ROE 
provides information on how efficient the company is in using its shareholder’s 
invested capital [39], while ROA measures the efficiency that comes from using all 
company’s assets during a fiscal year, that is, the ability to generate earnings [15]. 
Both profitability ratios are based on the company’s net income over a given fiscal 
period because it is what effectively “remains” after all expenses are deducted from 
the income obtained, thus presenting the impact of financial policies and also the 
tax burden incurred by companies in different countries. We also use Tobin’s Q as 
a market-based measure of long-term value which has proven to be an important 
variable to assess the future financial performance [46].

Sector Number % of Total

Mining and quarrying 11 4

Utility vehicles 0 0

Building and construction 9 3

Industrial 53 20

Retail trade 20 8

Transportation 11 4

Information 25 9

Real estate 6 2

Professional, scientific, and technical services 85 32

Administrative services, support, and waste management 3 1

Health care and social assistance 1 0

Art—entertainment and recreation 4 2

Hospitality and food services 4 2

Other services 34 13

Total 266 100

Table 2. 
Sample by sector.
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Therefore, based on [43], three estimation models were developed to test the 
hypothesis:
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CSR is a dummy variable that assumes the value 1 if the company belongs to the 
STOXX Europe Sustainability Index and value 0 otherwise. The STOXX Europe 
Sustainability Index aggregates companies based on their sustainability ratings. 
The index i represents each of the companies in the sample, and the index t refers to 
the year. The estimation method used was the pooled Ordinary Least Squares. We 
controlled for unobserved country and year heterogeneity using country and year 
fixed effects. The standard errors were grouped by company in order to correct the 
presence of autocorrelation.

Based on prior literature, the following control variables were chosen: Size, 
Leverage, Industry, Country, Financial Slack, and Crisis. Size is a relevant control 
variable since larger companies are assumed to have more visibility, and to gener-
ate a greater impact with their operations [47], they are more likely to adopt CSR 
policies compared to small companies [12, 23]. Financial leverage was also taken 
into account since high debt levels lead to high levels of financial leverage causing 
a negative impact on financial performance [48]. In line with this conclusion, [12] 
also showed that this negative impact continued to persist when financial leverage 
was introduced in a CSR regression.

In addition, the type of business activities [49] as well as the level of economic 
development of a country [50] may be related to a higher or lower CSR. Indeed, 
companies developing activities with high social and environmental impacts tend to 
adopt more CSR policies compared to others. Besides, companies with high liquidity 
are more likely to adopt CSR policies compared to others with less liquidity that can 
only focus on their own business activities [51]. Appendix 1 provides more detailed 
information about variables’ measurement.

4. Result analysis

4.1 Descriptive statistics

Table 3 presents the descriptive statistics of the variables for the total sample. 
ROE, ROA, and Tobin’s Q present averages of 14.0, 5.4, and 97.6% and medians of 
13.5, 5.1, and 0.786%, respectively. Regarding the standard deviation statistical mea-
sure, the values are small regarding the averages of each of the variables and do not 
show huge discrepancies, suggesting a certain normality in the sample distribution.

Furthermore, it is possible to observe that companies have, on average, a level 
of indebtedness of approximately 59%, suggesting that they rely more on external 
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capital than on equity to meet the asset needs. In terms of the current liquidity, that 
is, the ability to meet short-term liabilities, the result is higher than 1 (1.51), which 
means that companies have a favorable short-term financial situation.

In a next step, we divided the sample into two subsets, companies that pursue social 
responsibility-based policies (SRSE) and those that do not (NRSE). Tables 4 and 5 
present the values for the SRSE and NRSE, respectively.

It is possible to observe that the SRSE shows, on average, higher values than the 
NRSE for all financial performance measures, which means that, on average, SRSE 
has a higher financial performance compared to the NRSE. Moreover, the average of 
Tobin’s Q in SRSE is higher than 1, while in NSRSE it is lower than 1, suggesting that 
companies pursuing social responsibility-based polices are more valued by the market.

For the remaining variables, on average, SRSE is larger than NRSE and the debt 
ratio is higher for SRSE compared to NRSE by approximately 4 percentage points 

Variables Mean Median Max. Min. Standard deviation

ROE 0.156 0.147 0.582 −0.767 0.131

ROA 0.061 0.056 0.210 −0.786 0.060

Tobin’s Q 1.073 0.882 3.55 0.024 0.749

Size 6.974 6.969 8.046 5.315 0.499

Leverage 0.616 0.618 0.907 0.065 0.148

Financial Slack 1.419 1.306 5.728 0.072 0.719

Table 4. 
Descriptive statistics for SRSE.

Variáveis Mean Median Max. Min. Standard deviation

ROE 0.140 0.135 0.720 −0.879 0.139

ROA 0.054 0.051 0.210 −0.786 0.058

Tobin’s Q 0.976 0.786 3.55 0.024 0.709

Size 6.855 6.831 8.121 4.817 0.569

Leverage 0.585 0.595 0.909 0.001 0.159

Financial lack 1.510 1.332 5.865 0.072 0.823

Table 3. 
Descriptive statistics for the whole sample.

Variables Mean Median Max. Min. Standard deviation

ROE 0.099 0.094 0.72 −0.879 0.148

ROA 0.037 0.036 0.198 −0.399 0.049

Tobin’s Q 0.724 0.597 3.368 0.024 0.516

Size 6.809 6.762 8.121 4.818 0.589

Leverage 0.573 0.587 0.909 0.001 0.163

Financial Slack 1.545 1.349 5.865 0.114 0.858

Table 5. 
Descriptive statistics for NSRSE.
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(61.6% for SRSE and 57.3% for NRSE). On the contrary, Financial Slack presents 
higher value for NRSE (current liquidity of 1.545) on comparing to SRSE (current 
liquidity of 1.419).

Table 6 shows the results of the mean equality test of the dependent variables 
ROE, ROA, and Tobin’s Q. Results suggest that there is statistical evidence to assert 
that the means are different between SRSE and NSRSE, since the p-value is 0.000 in 
all dependent variables.

The correlation between the different variables is presented in Appendix 2. Most 
of the variables do not show strong correlations with each other and are statistically 
significant at 1%, except for the correlation of the Leverage and Low Impact vari-
ables, which are statistically significant at 5%.

The dependent variables ROE, ROA, and Tobin’s Q are positively correlated with 
the independent variable CSR, suggesting that firms that pursue CSR activities have 
higher financial performance. Regarding the control variables, Size, Low Impact, 
Country, and Financial Slack are positively related to the dependent variables, 
suggesting that companies with higher financial performance values are larger, have 
low environmental impacts, belong to countries with high economic development, 
and have higher liquidity values. On the other hand, the dependent variables are 
negatively correlated with Leverage, Medium Impact, and High Impact, meaning 
that companies with high debt values and higher environmental impact have lower 
financial performance values.

A multicollinearity test was performed by calculating the variance inflation 
factors (VIFs). The values are less than 10, suggesting that there are no multicol-
linearity problems.

4.2 Relationship between CSR and performance level

The main results of the three linear regressions estimated, Eqs. (1)–(3), are 
presented in Table 7.

Regarding the coefficient of the independent variable CSR, it assumes positive 
values for all models, with statistical significance at 5%, suggesting that companies 
that pursue CSR-based policies have a higher financial performance compared to 
those that do not. This is most visible in model 3 as the coefficient has the high-
est value.

Regarding control variables, most have statistically significant coefficients at 1% 
except for the Leverage and Financial Slack variable in model 1 which is statistically 
significant at 5%; Size and Financial Slack in model 2, which is statistically signifi-
cant only at 10% and 5%, respectively; and Financial Slack which has a statistically 
significant value at 5% in all models. The expected signal for all variables is also 
confirmed. Thus, the Size variable has a positive coefficient for all models, which 
means that assuming everything else remains constant, larger companies show 
higher financial performance. The Leverage variable has a negative coefficient in 
all models, which means that the higher the corporate indebtedness, the higher the 

Companies Number ROE ROA Tobin’s Q

SRSE 740 0.156 0.061 1.073

NRSE 1920 0.099 0.037 0.724

p-Value 0.000 0.000 0.000

Table 6. 
Mean t-test results.
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leverage level and consequently the lower the financial performance, confirming 
the studies of Waddock and Graves and Capon et al. [12, 48]. Given the industry 
in which companies operate and the impact they have on environmental and social 
levels, it can be stated that the Low Impact variable has a positive coefficient for all 
models and the Medium Impact and High Impact variables present negative coef-
ficients also for all models.

Regarding the Country variable, it has a positive coefficient for all the models, 
suggesting that firms in the countries with the highest level of economic develop-
ment have higher financial performance. Finally, the Financial Slack variable also 
has a positive coefficient for all models, meaning that companies with higher work-
ing capital values have a higher financial performance.

Based on R2 values, the first model explains 13.0% of the total variation of the 
ROE, the second one 17.9% of the total variation of the ROA, and the third one 
31.3% of the total variation of the Tobin’s Q. The third model shows the highest 
value, which is in agreement with the study by [52].

Finally, the models are valid in the explanation of the ROE, ROA, and Tobin’s Q 
measures because the p-value of the F-statistics is equal to 0.000 in all the models 
which means that the hypothesis of joint nullity of the independent variable coef-
ficients can be rejected.

In conclusion, the results support our hypothesis that companies pursuing CSR-
based policies have a higher financial performance compared to those that do not, 
both in the short-term (ROE and ROA) and in the long-term (Tobin’s Q ).

4.3 Impact of financial crisis in financial performance

Given that most of the previous studies look at the relationship between CSR 
and financial performance in periods of nonfinancial crisis, it would be interesting 
to understand how this relationship works during periods of recession. In fact, the 
last economic and financial crisis (2009–2013) was considered by many as the worst 

ROE ROA Tobin’s Q

β0 0.145 *** (3.678) 0.097 *** (6.457) 3.149 *** (17.341)

CSR 0.008 ** (1.068) 0.004 ** (1.361) 0.061 ** (2.479)

Size 0.017 *** (3.384) 0.004 * (1.861) 0.278 *** (11.502)

Leverage −0.019 ** (−0.988) −0.104 *** (−10.783) −1.359 *** (−14.303)

Low impact 0.051 *** (9.682) 0.016 *** (6.807) 0.179 *** (6.387)

Medium impact −0.049 *** (−8.519) −0.015 *** (−6.055) −0.137 *** (−4.882)

High impact −0.052 *** (−7.777) −0.017 *** (−6.255) −0.241 *** (−7.882)

Country 0.054 *** (8.851) 0.019 *** (7.288) 0.226 *** (8.632)

Financial Slack 0.000 ** (0.103) 0.002 ** (0.933) 0.0353 ** (1.969)

No. of Obs. 2660 2660 2660

Adjusted R2 0.130 0.179 0.313

p-Value (F-statistics) 0.000 0.000 0.000

*Statistical significance at 10%.
**Statistical significance at 5%.
***Statistical significance at 1%.

Table 7. 
Relation between CSR and financial performance.
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financial crisis since the Great Recession of 1930 with a huge impact on the lives of 
companies, notably on their financial performance [53].

According to [54], financial crisis affects negatively corporate financial  
performance. During these periods, investors are more concerned about  
financial performance and the disclosure of CSR information may minimize this 
concern [55].

In order to focus on the effects of crisis on the financial performance of compa-
nies pursuing CSR policies, a modification was made to the models, including the 
Crisis dummy variable and a Crisis * CSR interaction variable. This modification 
makes the impact of the financial crisis on the relationship between CSR and the 
financial performance more clear [52].

Table 8 presents the main results of this additional analysis. We chose not to 
present the results for the remaining variables to make it simpler.

There is statistical evidence that, in years of crisis, companies with SRSE have 
a higher financial performance compared to NRSE, since the coefficient of the 
interaction variable Crisis * CSR is positive and statistically significant for the three 
models studied. Thus, keeping all other factors constant, in the years of financial 
crisis, it appears that the ROE for the SRSE is on average 0.072 higher than ROE for 
the NRSE, the ROA is 0.02 higher, and the Tobin’s Q is 0.114 higher, on comparing 
to the NRSE. The Crisis variable has a negative and statistically significant coef-
ficient in all models, suggesting that the NRSE in the years affected by the financial 
crisis showed a reduction in financial performance. During the years of financial 
crisis, the SRSE presented an average increase of 0.038 units (0.072–0.034) in 
model 1, an increase of 0.008 units (0.020–0.012) in model 2, and an increase of 
0.004 units (0.114–0.110) in model 3.

Given that the financial performance of SRSE decreased less than the financial 
performance of the NRSE during the period of crisis, it was possible to conclude 
that during the period of financial crisis, the financial performance of companies 
adopting CSR-based policies suffered fewer negative impacts compared to the 
financial performance of companies that do not. These results are in line with [56], 
which concluded that with the onset of the subprime financial crisis, the positive 
relationship between financial performance and CSR was disappearing but that was 
inverted when companies began implementing CSR strategies.

ROE ROA Tobin’s Q

β0 0.171 *** (4.354) 0.107 *** (7.205) 3.374 *** (18.644)

CSR 0.051 *** (5.213) 0.016 *** (4.634) 0.132 *** (3.649)

Crisis −0.034 *** (−6.512) −0.012 *** (−5.351) −0.110 *** (−8.116)

Crisis* CSR 0.072 *** (5.7969) 0.020 *** (4.680) 0.114 *** (2.595)

Remaining control variables Included Included Included

No. of Obs. 2660 2660 2660

Adjusted R2 0.145 0.188 0.335

p-Value (F-statistics) 0.000 0.000 0.000

*Statistical significance at 10%.
**Statistical significance at 5%.
***Statistical significance at 1%.

Table 8. 
Relation between CSR and financial performance: Impact of crisis.
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5. Conclusions

Companies pursuing corporate social responsibility policies have realized how 
important is to build and protect their corporate reputation through the use of 
corporate social responsibility policies, leaving behind the idea of the traditional 
company that focused on financial performance only.

This study was conducted to understand whether companies pursuing poli-
cies based on social responsibility outperform those that do not as well as how 
financial performance of both types of companies was affected by the financial 
crisis. Companies that have a good relationship with society, as the activities they 
perform improve the quality of life and the environment, are probably better 
accepted by the market and therefore are in a better position than the rest of 
companies.

The results suggest that indeed, on average, companies that pursue policies 
based on corporate social responsibility have higher values of financial performance 
compared to companies that do not pursue these policies, both in the short-term 
(ROE and ROA) and in the long-term (Tobin’s Q ). This is in line with the studies by 
Griffin, Margolis and Walsh, and Orlitzky et al. [4–6].

During the period of crisis, it is possible to conclude that all companies suffered 
a reduction in financial performance. However, this reduction is less negative in 
companies that pursue policies based on corporate social responsibility. In fact, this 
group of companies maintained their performance above the others even during 
this period of crisis, which meets the findings of Marti et al. [52].

This study contributes to the existing literature on social responsibility and 
corporate financial performance by providing an overview of the positive aspects 
of “betting” on social responsibility policies and the resulting benefits. It also 
contributes to the literatures that study the impact of financial crisis on the relation 
between corporate social responsibility and finance performance. Thus, it high-
lights the idea that socially responsible companies benefit from a stronger reputa-
tion and image and are therefore better accepted by society, which in turn generates 
short- and long-term benefits.

The main difficulty found when preparing this study was the lack of informa-
tion on the variables used, which contributed to reduce the size of the sample. Also, 
the lack of information made it impossible to use some important variables such as 
research and development. Therefore, our results should be interpreted with some 
caution.
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A. Appendices

A.1 Appendix 1. Variables description

Variables Calculation

Dependent variables

ROE Ratio between net income and equity

ROA Ratio between net income and total assets

Tobin’s Q Ratio between market capitalization and total asset value

Independent variables

CSR Dummy variable that assumes the value 1 if the company belongs to the STOXX Europe 

Sustainability Index and value 0 otherwise

Size Total assets’ logarithm

Leverage Ratio of total liabilities to total assets

Industry Dummy variable based on the environmental impact of companies’ 

activity: low impact, medium impact, and high impact. This classification 

results from the categorization by the FTSE Group: http://www.ftserussell.

com/?_ga=2.101616001.1622009662.1506552100-356423440.1505860288

Country Dummy variable assuming value 1 if the company is located in a country with a high gross 

national income growth rate and value 0 otherwise. Information was taken from World 

Bank.

Financial Slack Current ratio (current assets divided by current liabilities)

Crisis Dummy variable that assumes value 1 for the 2009–2013 period data and value 0 

otherwise.

A.2 Appendix 2. Pearson correlation matrix

ROE ROA Tobin’S Q CSR Size Leverage Financial 

Slack

ROE 1

ROA 0.725*** 1

Tobin’s Q 0.425 0.525*** 1

CSR 0.183 0.184*** 0.221 1

Size 0.160*** 0.197*** 0.391*** 0.129*** 1

Leverage −0.061*** −0.319*** 0.407*** 0.122*** 0.325*** 1

Financial 

Slack

0.067*** 0.186*** 0.251*** −0.069*** −0.229*** −0.427*** 1

*Statistical significance at 10%.
**Statistical significance at 5%.
***Statistical significance at 1%.



Corporate Social Responsibility

14

Author details

Cristina Gaio* and Rita Henriques
Advance/CSG, ISEG - Lisbon School of Economics and Management, Universidade 
de Lisboa, Portugal

*Address all correspondence to: cgaio@iseg.ulisboa.pt

© 2020 The Author(s). Licensee IntechOpen. This chapter is distributed under the terms 
of the Creative Commons Attribution License (http://creativecommons.org/licenses/
by/3.0), which permits unrestricted use, distribution, and reproduction in any medium, 
provided the original work is properly cited. 



15

Social Responsibility and Financial Performance: The Case of STOXX Europe Index
DOI: http://dx.doi.org/10.5772/intechopen.93573

[1] Gössling T, Vocht C. Social 
role conceptions and CSR policy 
success. Journal of Business Ethics. 
2007;47(4):363-372

[2] Imperatives S. Report of  
the World Commission on  
Environment and Development: Our 
Common Future. 1987. Available from: 
https://sustainabledevelopment.un.org/
content/documents/5987our-common-
future.pdf

[3] Danciu V. The sustainable company: 
New challenges and strategies for 
more sustainability. Journal of 
Theoretical and Applied Economics. 
2013;20(9):7-26

[4] Griffin JJ. Corporate social 
performance: Research directions for 
the 21st century. Business and Society. 
2000;39(4):479-491

[5] Margolis JD, Walsh JP. Misery loves 
companies: Rethinking social initiatives 
by business. Administrative Science 
Quarterly. 2003;48(2):268-305

[6] Orlitzky M, Schmidt FL,  
Rynes SL. Corporate social and 
financial performance: A meta 
analysis. Organization Studies. 
2003;24(3):403-441

[7] Griffin JJ, Mahon JF. The corporate 
social performance and corporate 
financial performance debate: Twenty-
five years of incomparable research. 
Business and Society. 1997;36(1):5-31

[8] Frooman J. Socially irresponsible 
and illegal behavior and shareholder 
wealth. Business and Society. 
1997;36(3):221-249

[9] Ullman AH. Data in search of 
a theory: A critical examination 
of the relationships among social 
performance, social disclosure, and 
economic performance of U.S. firms. 

Academy of Management Review. 
1985;10(3):540-557

[10] Ruf BM, 
Muralidhar K, Brown RM, Janney JJ, 
Paul K. An empirical investigation 
of relationship between change in 
corporate social performance and 
financial performance: A stakeholder 
theory perspective. Journal of Business 
Ethics. 2001;32(2):143-156

[11] Davidson WN, Worrell DL. A 
comparison and test of the use of 
accounting and stock market data in 
relating corporate social responsibility 
and financial performance. Akron 
Business and Economic Review. 
1990;21(3):7-19

[12] Waddock SA, Graves SB. The 
corporate social performance-
financial performance link. 
Strategic Management Journal. 
1997;18(4):303-319

[13] Stanwick PA, Stanuick SD.  
The relationship between corporate 
social performance, and organizational 
size, financial performance, and 
environmental performance: An 
empirical examination. Journal of 
Business Ethics. 1998;17(2):195-204

[14] Choi JS, Kwak YN, Choe C. 
Corporate social responsibility  
and corporate financial performance: 
Evidence from Korea. Australian  
Journal of Management. 
2010;35(3):291-311

[15] Inoue Y, Lee S. Effects of different 
dimensions of corporate social 
responsibility on corporate financial 
performance in tourism-related 
industries. Tourism Management. 
2011;32(4):790-804

[16] Ioannou I, Serafeim G. What 
drives corporate social performance? 
International evidence from social, 

References



Corporate Social Responsibility

16

environmental and governance scores. 
Journal of International Business 
Studies. 2012;43:834-864

[17] Jenkins H. Small business 
champions for corporate social 
responsibility. Journal of Business 
Ethics. 2006;67(3):241-256

[18] Cillo J, Petruzzelli A, Ardito L, 
Giudice M. Understanding sustainable 
innovation: A systematic literature 
review. Corporate Social Responsibility 
and Environmental Management. 
2019;26(5):1012-1025

[19] Butler J, Henderson J,  
Raiborn C. Sustainability and the 
balanced scorecard: Integrating green 
measures into business reporting. 
Management Accounting Quarterly. 
2011;12(2):1-10

[20] Freeman RE. Strategic Management: 
A Stakeholder Approach. Cambridge: 
Cambridge University Press; 2010

[21] Del Giudice M, Khan Z, De Silva M, 
Scuotto V, Caputo F, Carayannis E. 
The microlevel actions undertaken 
by owner-managers in improving the 
sustainability practices of cultural and 
creative small and medium enterprises: 
A United Kingdom–Italy comparison. 
Journal of Organizational Behavior. 
2017;38(9):1396-1414

[22] Carroll AB. Corporate social 
responsibility—Evolution of a 
definitional construct. Business and 
Society. 1999;38(3):268-295

[23] McWilliams A, Siegel D. 
Corporate social responsibility and 
financial performance: Correlation or 
misspecification? Strategic Management 
Journal. 2000;21(5):603-609

[24] McWilliams A, Siegel D, 
Wright PM. Guest editors' introduction - 
corporate social responsibility: Strategic 
implications. Journal of Management 
Studies. 2006;43(1):1-18

[25] Orlitzky M, Siegel DS, 
Waldman DA. Strategic corporate 
social responsibility and environmental 
sustainability. Business & Society. 
2011;50(1):6-27

[26] Cucari N, Esposito De 
Falco S, Orlando B. Diversity of board 
of directors and environmental social 
governance: Evidence from Italian 
listed companies. Corporate Social 
Responsibility and Environmental 
Management. 2018;25(3):250-266

[27] Heemskerk B, Pistorio P, 
Scicluna M. Sustainable Development 
Reporting: Striking the Balance. 
Geneva, Switzerland: World Business 
Council for Sustainable Development; 
2002. Available from: http://docs.wbcsd.
org/2002/12/SustainableDevReporting-
StrikingTheBalance.pdf

[28] Kurucz EC, Colbert BA, Wheeler D. 
The business case for corporate social 
responsibility. In: The Oxford Handbook 
of Corporate Social Responsibility. 
Oxford: Oxford University Press; 2008. 
pp. 83-112

[29] Berman SL, Wicks AC, Kotha S, 
Jones TM, Berman SW. Does stakeholder 
orientation matter? The relationship 
between stakeholder management 
models and firm financial performance. 
Academy of Management Journal. 
1999;42(5):488-506

[30] Singha S, Chenb J, Giudicec M, 
El-Kassare A. Environmental ethics, 
environmental performance, and 
competitive advantage: Role of 
environmental training. Technological 
Forecasting and Social Change. 
2019;146:203-211

[31] Pivato SM. The impact of corporate 
social responsibility on consumer 
trust: The case of organic food. 
Business Ethics: A European Review. 
2008;17(1):3-12

[32] Van der Laan Smith J, Adhikari A, 
Tondkar RH. Exploring differences 



17

Social Responsibility and Financial Performance: The Case of STOXX Europe Index
DOI: http://dx.doi.org/10.5772/intechopen.93573

in social disclosures internationally: 
A stakeholder perspective. Journal 
of Accounting and Public Policy. 
2005;24(2):123-151

[33] Smith NC. Corporate social 
responsibility: Whether or how? 
California Management Review. 
2003;45(4):52-76

[34] Brammer S, Pavelin S. Voluntary 
environmental disclosures by large UK 
companies. Journal of Business Finance 
& Accounting. 2006;33(7-8):1168-1188

[35] Carroll AB, Shabana KM. The 
business case for corporate social 
responsibility: A review of concepts, 
research and practice. International 
Journal of Management Reviews. 
2010;12(1):85-105

[36] Alexander GJ, Buchholz RA. 
Corporate social responsibility and 
stock market performance. 
Academy of Management Journal. 
1978;21(3):479-486

[37] Teoh SH, Shiu GY. Attitude 
towards corporate social responsibility 
and perceived importance of 
social responsibility information 
characteristics in a decision 
context. Journal of Business Ethics. 
1990;9(1):71-77

[38] Eccles R, Ioannou I, Serafeim G. Is 
Sustainability Now the Key to Corporate 
Success? The Guardian; 2012

[39] Lee S, Park S. Do socially 
responsible activities help hotels and 
casinos achieve their financial goals? 
International Journal of Hospitality 
Management. 2009;28(1):105-112

[40] Makni R, Francoeur C, Bellavance F. 
Causality between corporate social 
performance and financial performance: 
Evidence from Canadian firms. Journal 
of Business Ethics. 2009;89(3):409-422

[41] Aupperle KE, Carroll AB, 
Hatfield JD. An empirical examination 

of the relationship between corporate 
social responsibility and profitability. 
Academy of Management Journal. 
1985;28(2):446-463

[42] STOXX Index Methodology 
Guide (Portfolio Based Indices). 
Zugo, Switzerland: STOXX Limited; 
2017. Available from: https://
srpcmslivestorage.blob.core.windows.
net/articlecontent/is/istoxx_index_
guide_28_7_2017mw.pdf

[43] Callan SJ, Thomas JM. Corporate 
financial performance and corporate 
social performance: An update and 
reinvestigation. Corporate Social 
Responsibility and Environmental 
Management. 2009;16(2):61-78

[44] Chen H, Wang X. Corporate  
social responsibility and corporate 
financial performance in China: An 
empirical research from Chinese 
firms. Corporate Governance. 
2011;11(4):361-370

[45] Kang KH, Lee S, Huh C. Impacts of 
positive and negative corporate social 
responsibility activities on company 
performance in the tourism industry. 
International Journal of Hospitality 
Management. 2010;29(1):72-82

[46] Gentry RJ, Chen W. The relationship 
between accounting and market 
measures of firm financial performance: 
How strong is it? Journal of Managerial 
Issues. 2010;17(22):514-530

[47] Gallo PJ, Christensen LJ. Firm size 
matters: An empirical investigation 
of organizational size and ownership 
on sustainability-related behaviors. 
Business & Society. 2011;50(2):315-349

[48] Capon N, Farley JU, Hoenig S. 
Determinants of financial performance: 
A meta-analysis. Management Science. 
1990;36(10):1143-1159

[49] Parsa S, Kouhy R. Social reporting 
by companies listed on the alternative 



Corporate Social Responsibility

18

investment market. Journal of Business 
Ethics. 2008;79(3):345-360

[50] Ho FN, Wang HMD, Vitell SJ. A 
global analysis of corporate social 
performance: The effects of cultural and 
geographic environments. Journal of 
Business Ethics. 2012;107(4):423-233

[51] Myers SC, Majluf NS. Corporate 
financing and investment decisions 
when firms have information 
that investors do not have. 
Journal of Financial Economics. 
1984;13(2):187-221

[52] Marti CP, Rovira-Val MR, 
Drescher LG. Are firms that contribute 
to sustainable development better 
financially? Corporate Social 
Responsibility and Environmental 
Management. 2015;22(5):305-319

[53] Gunn JL., Khurana IK. Stein SE. 
Determinants and consequences of 
timely asset impairments during 
the financial crisis. Journal of 
Business Finance & Accounting. 
2018;45(1-2):3-39

[54] Yu S, Lee N. Financial crisis, 
politically connected CEOs, and 
the performance of state-owned 
enterprises: Evidence from Korea. 
Emerging Markets Finance & Trade. 
2016;52(9):2087-2099

[55] Mia P, Al MA. Corporate 
social disclosure during the global 
financial crisis. International 
Journal of Economics and Finance. 
2011;3(6):174-187

[56] Ducassy I. Does corporate social 
responsibility pay off in times of 
crisis? An alternative perspective on 
the relationship between financial 
and corporate social performance. 
Corporate Social Responsibility 
and Environmental Management. 
2013;20(3):157-167


