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a b s t r a c t

Whether the corporate social performance affects the financial performance is still unclear in many
manufacturing companies. We commonly expect, on one side, that profitable corporations have stronger
incentives to reveal information on the social performance in order to improve their publicity; on the
other hand, companies may face the fear of rising costs due to Corporate Social Responsibility (CSR)
activities. With increasing concerns of CSR, it is timely to investigate the relationship between the
disclosure of corporate social performance and the financial performance. In this paper with the above
study objective, we use Global Reporting Initiative (GRI) reports of 75 sample companies, collect
evidences by applying the method of structured content analysis of the cases and attempt to identify this
relationship. The corporate social performance is measured by the indicators according to the GRI
guidelines, i.e. within the categories of Labor practices and decent work, Human Rights, Society as well
as Product responsibility. Financial performance is measured by return on equity, sales growth and cash
flow/sales ratio. Using statistical evaluation methods, our results indicate that the categories of Human
Rights, Society as well as Product responsibility display a significant and positive correlation with the
return on equity. Same conclusion also holds for many CSR indicators. Nevertheless, when examining the
CSR practices across different manufacturing sectors, we have not observed significant differences. The
study results are important for understanding the development and implementation of CSR practices in
the manufacturing industry.

& 2015 Elsevier B.V. All rights reserved.

1. Introduction

The common definition of sustainability by the Brundtland
Report (WCED, 1987) is under three umbrellas: economic accom-
plishment, social justice and environmental stability. According to
the reports of EC (2002), Bansal (2005) and Moneva et al. (2007),
the corporate social responsibility (CSR) is considered as contribu-
tions of companies to sustainable development. The CSR concept
should be included in the corporate strategies concerning the
areas of environmental influence, as well as the society living
conditions development, willing behavior and business ethics.
Such strategies will then define the codes of conduct based on
which the companies implement their operations (AECA, 2004).

In recent decades, companies are paying increasing attentions
to CSR and its related performances. Different stakeholders raise

pressures to companies to improve their CSR performances and
release the related reports. Such pressures include for example,
public concern, regulatory forces, consumer pressure, industry
peer pressures, reputation concerns, media interest and perceived
market advantage (Gallear et al., 2012). For company itself,
improving and reporting their CSR work are one kind of invest-
ments for sustainable development, and thus an evaluation of
their consequence should be relevant.

The debates on the relationship between CSR and corporate
performances are not new. There are some studies in this concern.
Carroll (1979) provides a comprehensive conceptual model for
presenting the key aspects of corporate social performances.
Clarkson (1995) applies the stakeholder theory to establish a
framework for analyzing corporate social performances.

If we examine the relationship between CSR and more speci-
fically the associated financial performances, there are controver-
sial results. Some researchers argue that there should be a positive
relationship between the disclosure of CSR performances and
company financial performances. The reasoning is that by report-
ing and improving their CSR work, companies can receive the
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reputation as good company citizens thus can attract investors as
well as other stakeholders (e.g. Berman et al., 1999; Brammer and
Pavalin, 2006; Weber et al., 2008; Tang et al., 2012). As a result,
CSR performances further help the companies to achieve a good
financial performance. In addition, McGuire et al. (1988) suggest
that the corporates with lower CSR performances are often
associated with lower stock market returns and higher risks (such
as fines and lawsuits) than those corporates with higher CSR
performances.

On the contrast, another group of researchers, especially the
neoclassical economists argue that, when the companies spend
efforts and allocate resources in improving the CSR performances,
the operational costs as well as the product price should increase.
Thus, there should be a negative impact on the product market
and stock market (Friedman, 1970; Cornell and Shapiro, 1987;
Brammer and Millington, 2008; Tang et al., 2012). In other studies,
McWilliams and Siegel (2000, 2001) indicate that there is neither
clear positive nor negative relationship between CSR and financial
performance.

One possible reason for such controversial results could be due
to the different measures of corporate social performances used in
various studies (Orlitzky et al., 2003). We illustrate here four
streams of measures. Firstly, the measure of corporate social
performance can be based on reputation ratings, for example in
the work by Vance (1975), Alexander and Buchholz (1978),
Cochran and Wood (1984), Spencer and Taylor (1987), McGuire
et al. (1988), Herremans et al. (1993) and Luo and Bhattacharya
(2006). The second alternative is measuring corporate social
performance by social audits and observations, for example the
studies by Belkaoui (1976), Chen and Metcalf (1980), Fombrun and
Shanley (1990) and Russo and Fouts (1997). Thirdly, the corporate
social performance is measured by managerial principles and
values, for example, the research works conducted by Reimann
(1975), Ingram and Frazier (1980), Aupperle et al. (1985), Dooley
and Lerner (1994) and Agle et al. (1999). Finally, there are also
measures of corporate social performance by disclosures, for
example, the research works done by Abbott and Monsen
(1979), Anderson and Frankle (1980), Patten (1990), Wolfe (1991)
and Brammer and Millington (2008).

Nevertheless, there are very limited research in using an
internationally accepted and standard corporate social perfor-
mance disclosure, such as Global Reporting Initiative (GRI) to
explore the link between corporate social performance and finan-
cial performance. In fact, GRI reports can be viewed as the most
popularly recognized set of voluntary guidelines for corporate
sustainability reporting (Moneva et al., 2007, Brown et al., 2009,

Marimon et al., 2012; Chen et al., 2014). Moreover, GRI reports also
are an efficient assessment tool to measure and report the
corporates' environmental, social and economic performances.
Thus, GRI reports provide an alternative source for collecting a
standard set of data which can be further used for investigating
the relationship between disclosures of corporate social perfor-
mance and financial performance.

We also would like to note that up to recent time, there is a large
amount of studies on sustainable operations with focus specifically
and individually on subjects such as safety, environment and human
rights, but without investigating the inherent interrelationships
amongst the different aspects of social responsibility.

Moreover, according to institutional and stakeholder theory,
since there will be different stakeholders in different industries, it
should be a ‘specialization’ of social interests in different industries
(Griffin and Mahon, 1997; Sweeney and Coughlan, 2008). Thus it
will affect the way of companies to report their CSR practices and
performance. Trying to explore whether there are differences in
reporting CSR in different industries, Sweeney and Coughlan
(2008) analyze the annual CSR reports from twenty eight FTSE4-
Good firms with a focus on seven different industries. Their results
show that there will be significant different in the CSR reports in
different industries including Financial Services, Pharmaceutical–
Medical, Pharmaceutical–Health and Beauty, Telecommunications,
Automobile, Oil and Gas as well as Retail. But it is still unclear
whether such difference still exists among different sectors of the
manufacturing industry.

From the above discussion, we conclude that when we inves-
tigate the relationship between CSR and corporate financial
performances, we prefer to have the institutional theory and
stakeholder theory as a background in order to capture the
inherent interrelationships. In addition, we would like to use
standard corporate social performance disclosure, such as GRI
reports as the data source. When we collect the studies most
relevant to our research topics and methods, i.e. the studies having
a focus on CSR and corporate financial performance, and adopting
stakeholder/institutional theory with or without the data source
from GRI reports, we have a summary of articles presented in
Table 1. It shows that three papers use GRI reports as data source
for empirical research. All these papers use institutional theory as
their theoretical background. However, these studies are very
descriptive and they do not have corporate financial performances
as the study focus. Also in Table 1, we see that 7 out of 10 studies
investigate the relationship between CSR and corporate perfor-
mances including the financial performance. Nevertheless, these
studies do not apply GRI reports as the data source, and again we

Table 1
Selected articles in the field of relationship between CSR and corporate performances.

Sources Theoretical aspects Research method Financial
Performance

GRI
reports

Agle et al. (1999) Stakeholder theory Survey in 80 large U.S. companies Included
McGuire et al. (1988) Stakeholder theory Empirical research by Fortune magazine's ratings of corporate

reputations
Included

McWilliams and Siegel
(2001)

Agency theory, stakeholder theory and
conventional theories

Framework building Included

Orlitzky et al. (2003) Stakeholder theory Meta-analysis Included
Luo and Bhattacharya
(2006)

Institutional theory and stakeholder theory Empirical research by multiple secondary data sets that comprise
ratings of large companies

Included

Marom (2006) Stakeholder theory Theoretical development Included
Brammer and
Millington (2008)

Instrumental stakeholder theory Empirical model based on annual reports of the companies Included

Brown et al. (2009) Institutional theory Empirical data on interviews and documentary analysis on corporate
social responsibility reports

Used

Chen and Bouvain
(2009)

Institutional theory Empirical data on corporate social responsibility reports in USA, UK,
Australia, and Germany

Used

Tate et al. (2010) Institutional theory Content analysis on corporate social responsibility reports Used
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