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Abstract

Abstract

In the era of knowledge economy, technologies change rapidly and thus firms are
facing severe challenges. In order to keep sustainable competitive advantage, on one
hand, they should maintain and improve market share through sustainable innovation
and development of new products, on the other hand, they should create good
reputation to gain the public support by fulfilling their social responsibility. To a large
extend, corporate social responsibility (CSR) and innovation have became important
issues in current society and necessary strategies for firm’s development.

There is a rich body of literature that studies theories of innovation, CSR and
their linkage with firm performance. However, there is not enough empirical studies
about how CSR affect the processes of innovation and their interaction effect on firm
performance. According to this condition, we explore the moderating effect of CSR
on the processes of innovation. Firstly, we review the literature of CSR, innovation
and the relationship between them and develop three hypotheses. And then, we
examine the hypotheses by an empirical study and a case study. In the empirical study,
we have compiled a panel data from 2009 to 2013 with 179 Chinese listed companies
and employed fixed-effects cross-sectional time-series models to test our hypotheses.
In the case study, we choose Xiamen Honglu Tungsten Molybdenum Industry Co.,
Ltd. (Honglu), currently with 65% shares controlled by a publicly traded parent
company called Xiamen Tungsten Co., Ltd, as our research object. We used multiple
channels and methods to collect data. The sources of data include first-hand
information from face-to-face interviews and email communications, second-hand
information from CSR Reports, financial statements of publicly traded companies,
corporate online resources, and the website of China Patent Information Center and
China Patent Inquiry System.

The study shows the moderating effect of CSR in the two processes of
innovation. Firstly, in research and development (R&D) process, R&D investment

input has the positive effect on the counts of patents. During this process, CSR efforts
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contribute to integrate external and internal knowledge, increase employee
engagement and advance the organizational learning capability, therefore higher CSR
strengthens the relationship between innovation input and output.

Secondly, in the commercialization process, there is an inverse-U-shape
relationship between CSR and firm performance. What’s more, the moderating effects
of CSR on the relationship between innovation output and firm performance are
mixed. If the level of CSR building is below average of the industry, the efforts of
CSR building will negatively moderate the relationship between innovation outcome
and firm performance (measured by market value), but if the level of CSR building is
above average of the industry, the efforts of CSR building will positively moderate the
relationship between innovation outcome and firm performance. The firms fulfilling
CSR well have positive impact on evaluation of the company and customer purchase
intention. Instead, the lower CSR practices cut down customer purchase intention.
Therefore, better implementing CSR efforts can create a better corporate image and
gain customer trust and support of their products and services. Accordingly, new
products are accepted faster and the sales and market value increase.

In conclusion, based on the stakeholder theory, this paper has attempted to find
out the moderating effects of CSR on the innovation processes, which solve the issues
of how and in which condition of CSR can improve innovation activities. This new
insights contribute to the literature on CSR and innovation and enhance the status of

CSR in the business.
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