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Abstract
This empirical study investigates whether corporate social responsibility (CSR) performance is associated with financial performance of 200 companies that are listed on the Dow Jones Sustainability Index (DJSI). Three accounting based-measures and two market-based measures  are used to measure financial performance. Total  CSR sores from annual company assessments from the company Sustainability Asset Management (SAM) are used to measure CSR performance. Multiple regression analyses was conducted for the years 2002, 2004, 2006, 2008 and 2009, and reveal no significant relationship between financial performance and CSR performance.
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Chapter 1   Introduction 

1.1 Introduction to theme 

 “Sustainability is no longer an ‘if’ it’s  a ‘how’”
Victoria Mills, managing director, Environmental Defense Fund, 2010.

Last year the BP oil disaster in the gulf of Mexico received a lot of attention and caused debates around the world. This event have showed that the way how a firm deals with environmental issues is important for its image and can have significant influence on its financial performance. Sportswear giant Nike experienced similar negative consequences around 1998, when the company was targeted by several non-governmental organizations and journalists for violating human rights and bad working conditions in their factories. The lawsuits that followed have cost Nike a lot of money and damaged their reputation badly. A similar case occurred in the Netherlands for the ING bank, that received negative publicity in 2009, because the bank would invest in weapon manufacturers. In reaction to this, a website for consumers gave ING a poor rating, which probably have cost ING new clients. Such events contributed to the increasing attention for corporate sustainability over the last years. 

According to KPMG (2010) corporate sustainability has entered the mainstream of corporate life. In the past, corporate sustainability was only practiced by pioneers, such as IBM which developed an environmental policy in 1971. In recent years corporate sustainability has become a core consideration for successful businesses (KPMG, 2010). Even with the effects of the financial crisis, it has remained an important business objective for corporate managers (Deegan and Unerman, 2006). Nowadays, the largest organizations have embedded corporate sustainability into their strategies. Baron (2001, p.17) stated the phrase “strategic CSR” and defines corporate sustainability as the “private provision of a public good”. It’s remarkable that companies link their social contribution to sales and in this way are competing for the consumers that are socially conscious (Baron, 2001). Ben & Jerry’s is a good example of using CSR as strategic by donating 7,5% of their profits to social initiatives. 

As corporate sustainability has grown to be an important business objective for many managers, the concept is also subjected to much criticism and discussion. Ballou (2006) suggest that companies face increasing pressure from stakeholders to report social and environmental performance. Moreover, “worldwide growth of socially responsible investment funds, investment rating systems such as the Dow Jones Sustainability Index and investment policy disclosure requirements, have put financial pressures on companies” Ballou (2006, p.65). Others state that firms providing corporate sustainability have higher costs than firms not providing corporate sustainability (McWilliams and Siegel, 2001), and that the relation with financial performance is neutral (McWilliams and Siegel, 2001; Watson et al., 2004). And some researcher have found negative relationships (Shane and Spicer, 1983; Wagner, 2005). Furthermore, consumer groups have criticized companies for misleading advertising for creating a green image in the minds of the public (Lowenthal, 2001).

Corporate social responsibility (CSR) is an aspect of corporate sustainability that is defined by Mackey et al. (2007, p.818) as “voluntary firm actions designed to improve social or environmental conditions”. Most large multi-national firms report these voluntary actions in separate ‘sustainability reports’ that are publicly available. To enhance the credibility of these sustainability reports some firms seek independent assurance. The Dow Jones Sustainability Index (DJSI) provides such assurance for firms that are socially conscious. Firms that want to be listed on the DJSI are assessed on the opportunities and risks regarding economical, environment and social dimensions. The purpose of this assessment is to quantify the sustainability performance of firms by assigning a CSR performance score. This research is focused on the relation between CSR performance and financial performance of firms that have participated in the ‘SAM’s Corporate Sustainability Assessment’ of the DJSI over a period of eight years, between the year 2002 and 2009. The purpose of this research is to test and analyze the relation between CSR performance scores and various financial performance measures.  
The topic CSR in relation to financial performance has already received a lot of attention in the literature. The searches for a relationship have generated hundreds of essays, studies, case descriptions and informative review articles (Wood, 2010). Margolish et al. (2007) performed a meta-analysis of 167 studies and found an overall effect that is positive but small. Wood (2010, p.75) confirms the CSR and financial performance connection that is “now reasonably well established in general, despite the remaining measurement, methodological and theoretical issues surrounding it”. However, the evidence from most studies is still weak and no clear answer has yet be found on the association. Furthermore, the concept of CSR is subject over time, due changes in economic development, social and political movements (Wood, 2010). For example, the financial crisis can possibly have an effect on how corporate sustainability is practiced. Therefore, new research can contribute to existing literature. And future research is interesting regarding the details of specific variables dimensions and causal pathways (Wood, 2010). 

1.2 Research questions 

The objective of this research is to test whether or not CSR is related to financial performance, and how this relationship behaves over a period from 2002 till 2009. The research is based on a sample of companies from different countries around the world that are listed on the DJSI World index. The DJSI World index is based on the results of annual company assessments conducted by the SAM (Sustainablity Asset Management) group, a global investment boutique that is exclusively focused on sustainability investing (SAM, 2011). SAM provides a range of services that allows corporations, experts and practitioners to assess their sustainability performances (SAM, 2011). The company was founded in 1995 and belongs to Robeco, a subsidiary of the Dutch Rabobank Group. For this research a database is used that contains information on CSR performance scores which are based on company assessments conducted by SAM. For the research I have developed the following main research question:

What is the relationship between the corporate social responsibility and financial performance of companies that have participated in the annual assessment for the Dow Jones Sustainability Index, over a period from 2002 till 2009?
To help and support answering the main question, I have formulated the next sub-questions:

1. What is corporate social responsibility? 

2. Which theories can explain corporate social responsibility?

3. What are the driving forces behind corporate social responsibility?

4. How can corporate social responsibility be measured according prior research?

5. How can financial performance be measured according prior research?

6. How is corporate social responsibility related to financial performance according prior research?

1.3 Research sample 
As stated above I will use data from companies that have participated in the annual assessment for the DJSI World index. The research sample consists of companies that are selected from a dataset that contains information of more than thousand companies that have participated in the assessment for one or more years in the period from 2002 till 2009. The dataset contains general information with the names of companies, the type of industry and the country where the headquarters are settled. Further, the dataset contains information about performance scores that indicate how well companies perform on economic, environmental and social dimensions of corporate sustainability. The most important part of the assessment is a questionnaire that is specific to each of the DJSI sectors and distributed to the CEO’s and heads of investor relations. “The questionnaire is designed to ensure objectivity by limiting qualitative questions and is the most important source of information for the assessment”
. The number of companies that are selected for empirical analysis of this research depends on how many companies have participated in the assessment over all the eight years, because a large part of the companies from the dataset have only participated for a few years. Furthermore, the sample contains companies from different types of industry. In the empirical analysis the relationship between CSR performance scores and financial performance measures are tested. These financial performance measures are obtained from the databanks Thomson One Banker, Worldscope and Orbis. 

1.4 Relevance

This research examines the relationship between CSR performance and financial performance. As described in the paragraphs above there is still uncertainty about this relationship, because of the contradictions between the results of prior research. This research attempts to contribute to existing literature by further clarifying the relationship between CSR and financial performance. Further, most studies use accounting-based measures or market-based measures, while this study incorporates both measures. Therefore it may be interesting to examine which measure gives more significant results. Furthermore, the research sample stretches out over a period of nine years. This time period allows to analyze the short-term and long-term effects, because CSR is a dynamic process which not only depends on current practices but also past investments (Peters and Mullen, 2009). Lee (2008) argued that firms engage in CSR activities because they believe it to be in their best interests, generally over the longer term. Furthermore, the years 2008 and 2009 are included in the sample period to analyze possible effects of the financial crisis. It may be interesting to see what the effects of the financial crisis were on the CSR performance of companies and whether there is a difference between the financial performance of companies that have high or low CSR performance score. 
The results of this research can be useful for accountants, corporate managers, consultants, shareholders, regulators, scholars and other stakeholders for several reasons. First of all, the results can show what the benefits of CSR are for the financial performance of companies, which is interesting for corporate managers for decision making. This implies that the outcomes will also be relevant for shareholders, because the value of the company increases when financial performance increases. Moreover, the whole society benefits from activities concerning corporate sustainability when a positive relation is established. Secondly, the results can contribute to the level of awareness for CSR among accountants and regulators. In my opinion corporate sustainability need to be taken serious in way that it should not be misused for ‘green washing’ or solely as marketing tool. Accountants and regulators need to be challenged to work together for setting standards and reporting guidelines, thereby creating more transparency. Perhaps, the disclosure becomes mandatory within the next coming years. This would be an important stepping stone for the business  environment. At last the research is interesting for consultants and corporate managers, because this study may provide answers about the relevance of a high CSR performance score on the DJSI. This information can be used for consultancy purpose or in case of managers for setting the goals and strategies for their organization.  

1.5 Structure

The remainder of this paper is structured as followed. The next chapter elaborates on different research approaches and discusses the approach for this research. The third chapter describes the development and definitions of the concept CSR. Chapter 4 provides a literature review of prior research that examined the relation CSR and financial performance. Subsequently, chapter 4 elaborates on theories that tend to explain the relationship between CSR and financial performance. In chapter 5 the research design for this study is outlined and the hypotheses are developed. Thereafter, the results of the conducted empirical and statistical analyses are extensively discussed in chapter 6. Finally, in chapter 7 follows a discussion and the conclusions of the research. Chapter 7 ends with the limitations of the research and recommendations for future research. 
Chapter 2   Research approaches 
2.1 Introduction

This chapter elaborates on different theoretical approaches potentially relevant for this research. First the following approaches are discussed in this chapter; the positive accounting theory, the agency theory, the political economy theory, the legitimacy theory and the stakeholder theory. Thereafter, the choice for the approach that is used for this research is discussed. 

2.2 Positive accounting theory

In accounting research much research is labeled as either positive research or normative research. Research that tends to predict and find explanations for a particular phenomena is categorized as positive research. Theories that are related to such research are called positive theories (Deegan and Unerman, 2006). These kind of theories are typically based on observations, which can empirically be tested and improved through further observations. Unlike positive theories, other theories are not based upon observations. These kind of theories are normative and grounded upon the believes of the researcher. Normative research theories are aimed to provide a prescription of how a particular practice should be undertaken (Deegan and Unerman, 2006). This research departs from a positive theory, because this research uses empirical data to explain corporate sustainability practices. 
The positive accounting theory itself is developed by Watts and Zimmerman (1986, p.7), who state:  “the positive accounting theory is concerned with explaining accounting practice. It is designed to explain and predict which firms will and which firms will not use a particular accounting method but says nothing about which method a firm should use.” The theory is based on “the assumption that all individual actions is driven by self-interest and that individuals will always act in an opportunistic manner to the extent that the actions will increase their wealth” (Deegan and Unerman, 2006, p.207). From this perspective, the positive accounting theory predicts that organizations will seek to put mechanisms in place to limit actions that are driven by self-interest. This is needed to align the interest of managers of the firm (agents) with that off the owners of the firm (the principles). The costs of dealing with problems concerning the agency relationship and installing appropriate mechanisms is referred to as ‘monitoring cost’. 
2.3 Agency theory 

Throughout the 1970 and subsequent years the literature was unable to explain why managers selected particular accounting methods and policies. The literature did not provided hypotheses to predict and explain managerial accounting choices (Deegan and Unerman, 2006). “Existing research was much based on the efficient market hypothesis and assumed that were zero contracting and information costs, and assumed that the capital market could efficiently ‘undo’ the implications of management selecting different accounting method” (Deegan and Unerman, 2006, p.212). However, evidence from empirical research indicated that considerable resources were expended for lobbying activities to influence standard setters in regard to accounting methods. Apparently the choice of particular accounting methods matters for corporate managers. A key to explaining the managerial choice of accounting methods came from the agency theory. Because this theory provided explanation why the selection of certain accounting methods might matter, this theory was important for the development of the positive accounting theory (Deegan and Unerman, 2006). The agency theory is concerned with relationships between principles and agents, in which one party (the principal) delegates work to another (the agent), who performs that work. Jensen and Meckling (1976, p.308) defined the agency relationship as: “a contract under which one or more persons (the principle(s)) engage another person (the agent) to perform some service on their behalf which involves delegating some decision-making authority to the agent.” The agency theory accepts loss of efficiency and consequent cost, when decisions-making authority is delegated. Within the agency theory is assumed that the both parties to the relationship are utility maximizes, driven by self-interest there is a good reason to believe that the agent will not always act in the best interest of the principal. The principal can anticipate to prevent divergences by establishing appropriate incentives and monitoring costs to limit the self-serving activities of the agent (Jensen and Meckling, 1976). 
2.4 Political economy theory 

The legitimacy theory and stakeholder theory are adopted by many researchers in the recent years. Both these theories are seen as ‘systems oriented theories’, which are described by Gray, Owen and Adams (1996, p.47) as: “a systems-oriented view of the organization and society permits us to focus on the role of information and disclosure in the relationship(s) between organizations, the State, individuals and groups.” Furthermore Gray, Owen and Adams (1996, p.47) suggest that legitimacy theory and stakeholder theory both evolved from a broader theory, the political economy theory. This theory has been defined as: “the social, political and economic framework within which human life takes place’.  From this perspective social, political and economic factors are inseparable and has to be considered for the investigation of economic issues. 
2.5 Legitimacy theory 

The legitimacy theory assumes that organizations continually want to ensure that their activities are perceived as being ‘legitimate’ by society. “Legitimacy is a generalized perception or assumption that the actions of an entity are desirable, proper, or appropriate within some socially constructed system of norms, values, beliefs, and definitions” (Ginzel et al., 1992, p.231).  Organizations want to reflect their operations to the bounds and norms that are set by society. As ethical values and morals changes over time, the boundaries and norms are expected to change as well, subsequently organizations have to respond to this. In this light, legitimacy can be considered as a status or condition, which Lindblom (1994, p.2) defines as follows: “a condition or status which exists when an entity’s value system is congruent with the value system of the larger social system of which the entity is a part.” The legitimacy theory is based on the assumption that the organization has a ‘social contract’ with the society wherein it operates. The ‘social contract’ embraces the concept that there are explicit expectations of society regarding the operations of an organization. In the past, profit maximization was considered as optimal performance by organizations (Abbott and Monsen, 1979; Patten, 1992). Clearly, the expectations of society have significantly changed over the last decades. “With heightened social expectations it is anticipated that successful business corporations will react and attend to the human, environmental and other social consequences of their activities” (Heard and Bolce, 1981, p.247). Consequently, when organizations fail to comply with the terms of the ‘social contract’ this might lead to sanctions from society. 

2.6 Stakeholder theory

The stakeholder theory and legitimacy theory are similar in a way that they are both derived from a broader concept wherein the organization is part of a wider social system. While the legitimacy theory discusses the expectations of the society as a whole, the stakeholder theory can be understood as of relationships among groups that have a stake in the activities that make up the business (Freeman, 1984, Jones 1995, Walsh, 2005). This perspective is about how groups, such as customers, suppliers, managers, employees, communities and financiers interact to jointly create and trade value. The relationships between groups are subject to changes over time. According to Freeman (1984) the executive has to manage and shape the relationships to make sure that as much value is created for stakeholders, and that this value is distributed. If trade-offs has to be made, what sometimes occur, then the executive has to figure out how to make these trade-offs (Freeman, 2008). It should be pointed out that the stakeholder theory has two branches, the ethical (moral) or normative branch and a positive (managerial) branch, that both are different views on how trade-offs between groups should be determined. The moral (and normative) perspective suggests that all stakeholders are equal and should be treated fairly by an organization, independent of the economic power it represents. From the descriptive managerial perspective certain stakeholder groups are privileged, and the organizations will not respond equally to all stakeholders, but respond to those who deemed as ‘powerful’ (Bailey et al. 2000). 

2.7 Approach 
The approach for this research is classified as positive research, because this research tends to explain the relation between CSR performance and financial performance. The departure for this research is the legitimacy theory, because this theory operates at conceptual or abstract level. The stakeholder approach is suggested as the best theory for explaining managerial behavior, when the focus between organization and operation environment, is at micro-level and engagement with identified stakeholders (Moerman and Van Der Laan, 2005). However, the legitimacy theory is suggested to be the best theory because it deals with “perceptions and the processes involved in redefining or sustaining those perceptions and can accommodate notions of power relationships and discourses at a global level” (Moerman and Van Der Laan, 2005, p.376). Further, CSR can be considered as a source for legitimacy. Social indices such as the DJSI that provide external validation and evaluation of a firm’s CSR activities, are acting as social legitimacy agents (Durand and McGuire, 2005). The social index DJSI conduct assessments of the firms that want to be listed on the index. This assessment is a way to verify that firm’s goals and actions align with societal values regarding environment, human right, labor safety, corporate governance and social involvement. Furthermore, this research is based on the legitimacy theory because the outcome of the firm’s assessment is a CSR performance score, which in my opinion is an indicator for the level of organizational legitimacy. Firm’s have a higher level of organizational legitimacy as they are better able to establish congruence between their activities and the norms of acceptable behavior in the larger social system of which they are a part (Dowling and Pfeffer, 1975). Neo-institutional theorists see the level of organizational legitimacy as a measure of organizational success (Hawn et al., 2011). Meyer and Rowan (1977, p.352) stated the following: “Organizational success depends on factors other than efficient coordination and control of productive activities: organizations that incorporate socially legitimated rationalized elements in their formal structures maximize their legitimacy and increase their resources and survival capabilities”. Scholars provided evidence that greater legitimacy can be an important resource that enables organizations to gain access to other resources, such as human, financial and intellectual resources (Zimmerman and Zeits, 2002), alliance partners (Dacin et al., 2007), new capital and market opportunities (Lounsburry and Glynn, 2001). Access to these resources provide economical value for organizations, which implies that greater legitimacy can lead to superior financial outcomes, such as larger profits, improved market valuations and more sales (Hawn et al., 2011). This suggests that there exists a positive relationship between CSR efforts and financial performance. 
2.8 Summary
This chapter first describes the difference between positive and normative research. This research is classified as positive research. Thereafter, the positive accounting theory developed by Watts and Zimmerman is discussed. Next, the agency theory is discussed as important facet in the development of the positive accounting theory. Further this chapter discusses the origin of the legitimacy theory and stakeholder theory which are derived from the political economy theory. Finally, I have chosen to conduct this research based upon the legitimacy theory. This theory explains that social indexes such as the DJSI, act as legitimacy agent and provide external validation for CSR activities of firms. Based upon the legitimacy theory, CSR performance can be seen as an indicator for the level of organizational legitimacy. Scholars provided evidence that greater legitimacy provides a pathway to superior financial performance. So, this suggests a positive relationship between CSR efforts and financial performance. 
Chapter 3   Corporate Social Responsibility 


3.1 Introduction

This chapter elaborates on the evolution of the concept and definitions of CSR. For purpose of this chapter the review on the concept begins with literature of 1950s and 1960s and the moves towards more recent literature that provide new definitions and alternative themes. Further, in this chapter a definition of CSR is adopted. 
3.2 Corporate social responsibility

The term corporate social responsibility (CSR), and its sister concepts - corporate social performance, corporate social responsiveness, and corporate citizenship - are present in the literature for almost five decades. Carroll (1999, p.270) state that the foundation for the concept of CSR is laid by Bowen (1953) and describes him as the “Father of Corporate Social Responsibility”. In Bowens book ‘Social Responsibilities of the Businessman’ he discusses the social responsibility of businesses and sets forth the following statement for businessman towards their social obligation; “it refers to the obligations of businessmen to pursue those policies, to make those decisions, or to follow those lines of action which are desirable in terms of the objectives and values of our society” (Bowen, 1953, p.6). 

The 1960’s marked an important decade in the development of CSR concepts and definitions. Carroll (1999, p.270) mentions that there was “significant growth in attempts to formalize, or more accurately, state what CSR means”. One of the most prominent writers in that time was Davis, who wrote a book and several articles about the topic. In one of his articles Davis set forth the following definition of social responsibility; “businessmen’s decisions and actions taken for reasons at least partially beyond the firm’s direct economic or technical interest” (Davis, 1960, p.70). Further, Davis asserted “that some socially responsible business decisions can be justified by a long, complicated process of reasoning as having a good chance of bringing long-run economic gain to the firm, thus paying back for its socially responsible outlook” (Davis, 1960, p.70). This was a modern view, as it took a while before it was accepted in the late 1970s and 1980s. Another important contributor to the early definition of social responsibility was Frederick, who wrote the definition; “social responsibility in the final analysis implies a public posture toward society’s economic and human resources and a willingness to see that those resources are used for broad social ends and not simply for the narrowly circumscribed interests of private persons and firms” (Frederick, 1960, p.60). McGuire’s was also an important contributor and among the earliest who issued a greater role for businesses to act social responsible. In his book Business and Society (1963) he formulated; “the idea of social responsibilities supposes that the corporation has not only economic and legal obligations but also certain responsibilities to society which extend beyond these obligations” (p.144). Compared to previous definitions this one was more explicit and extended beyond economic and legal obligations. The work of McGuire was used by scholars in the 1960s to approach questions about CSR (Wood, 2010, p.51). Another foremost thinker of CSR was Walton, who wrote a book titled Corporate Social Responsibilities (1967). Walton addresses different facts of CSR and emphasizes on the role of businesses in modern society. In his book the next definition is stated; “In short, the new concept of social responsibility recognizes the intimacy of the relationship between the corporation and society and realizes that such relationships must be kept in mind by top managers as the corporation and the related groups pursue their respective goals” (Walton, 1967, p.18). Walton further elaborates that “the essential ingredient of CSR include a degree of voluntarism” (Carroll, 1999, p.272), which is an argument that is still used nowadays.  

In the 1970s the definitions of CSR proliferate and concepts are further specified. In the literature the many references are made to Friedman’s ‘minimalist’ view of corporate sustainability (Thomas and Nowak, 2006). The following quotation of Friedman has continued to be debated in terms of CSR: “There is one and only one social responsibility of business – to use its resources and engage in activities designed to increase its profits so long as it stays within the rules of the game, which is to say, engage in open and free competition, without deception or fraud” (Friedman, 2006, p.7). In respect to CSR “many would not be comfortable with such a profit oriented statement” (Oketch, 2004, p.5). Despite Friedman’s statement, there were new views about the role of businesses and CSR. Important contribution to the concept of CSR was from the Committee for Economic Development (CED). The CED noticed the changing social contract between business and society. “Business is being asked to assume broader responsibilities to society than ever before and to serve a wider range of human values. Business enterprises, in effect are being asked to contribute more to the quality of American life than just supplying quantities of goods and services. Inasmuch as business exists to serve society, its future will depend on the quality of management’s response to the changing expectations of the public” (CED, 1971, p.16). The view of the CED was interesting, because at that time there were social movements related to environment, worker safety and consumer issues. In the 1970s the term corporate social performance (CSP) is increasingly mentioned. An influential writer Sethi (1975) discusses in a three-level model the ‘dimensions of corporate social performance’ and distinguishes between different corporate behavior. Sethi’s three-tiers of corporate behavior are ‘social obligation’, ‘social responsibility’ and ‘social responsiveness’. At the end of the 1970s Carroll offered the following definition: “The social responsibility of business encompasses the economic, legal, ethical, and discretionary expectations that society has of organizations at a give point in time’ (Carroll, 1979, p.500). Carroll found that the definition had to include a full range of responsibilities that businesses have towards society. Furthermore, Carroll wanted to clarify the component of CSR that extended “beyond making a profit and obeying the law” (Carroll, 1999, p.283). That component is defined by discretionary responsibility, that represent the voluntary roles that business can fulfill, but for which there are no clear expectations from society. 

In the 1980’s the literature developed fewer new definitions of CSR. The focus was on research and developing alternative concepts and themes such as, CSP, public policy, business ethics and stakeholder theory. Interesting contributions on the meaning of CSR were written by Drucker. He presented the idea that profitability and responsibility were compatible. The perspective of Drucker was that business should “convert its social responsibilities into business opportunities” (Carroll, 1979, p.286). Drucker made this with the following statement clear: “But the proper ‘social responsibility’ of business is to tame the dragon, that is to turn a social problem into economic opportunity and economic benefit, into productive capacity, into human competence, into well-paid jobs, and into wealth” (Drucker, 1984, p.286). An example of the further evolving of the concepts of CSR was the growing acceptance of CSP as theory, under which CSR can be subsumed. Carroll (1979) laid the first conceptual model of CSP and argued to use ‘performance’ as term instead of ‘responsibility’, because responsibility suggested motivation and that is not measurable (Wood, 2010, p.52). The model of CSP continued to be discussed and in 1985 Watrick and Cochran updated and extended Carroll’s model to make it more robust and logical. They incorporated the three aspects of Carroll (1979) – corporate social responsibilities, corporate social responsiveness and social issues – in a framework of principles, processes and policies. Watrick and Cochran link CSR to principles and explain that they are resulted from the business’s social contract with society and the fact that businesses acted as moral agents within society. The processes of responsiveness are linked to processes that allow businesses to react to societal issues and movements. Social issues are linked to policies that are proposed to manage the social issues. In addition to Watrick and Cochran the writer Epstein contributed to the quest by explaining the relation between the concepts of corporate social responsibility, corporate social responsiveness and social issues or business ethics. Epstein states that these concepts are closely related and overlapping (Carroll, 1999). His definition for CSR is as follows: “corporate social responsibility relates primarily to achieving outcomes from organizational decisions concerning specific issues or problems which (by some normative standard) have beneficial rather than adverse effects on pertinent corporate stakeholders. The normative correctness of the products or corporate action have been the main focus of corporate social responsibility” (Epstein, 1987, p.104). 

During the 1990’s the literature doesn’t present whole unique definitions of CSR. The current concepts of CSR at that time serve as point-of-departure for themes that are related to CSR-thinking. Major themes in the 1990s are CSP, stakeholder theory, business ethics theory, and corporate citizenship (Carroll, 1999, p.288). A major contribution to the CSR concepts came from Wood, who revisited the models of Carroll’s (1979) and Wartick and Cochran (1985). Wood saw that the model “did not taking into account the complexity of the roles that managers have in society and the effects of their actions had on others” (Wood, 2010, p.53). Were Carroll 1979 made a start, and Watrick and Cochran (1985) added extensions to the model, Wood takes the model some steps further. The model of Wood (1991) is more comprehensive and CSR is placed into a broader context than only a stand-alone definition (Carroll, 1999). However, Swanson (1995) “believed that the model was not sufficient to reflect the importance of business ethics” (Wood, 2010, p.56). To improve Wood’s model, Swanson added the decision making processes component to the model. Decision making should be considered as social process instead of an individual one. The proposed model of Swanson made the CSP model “a more comprehensive statement of what ‘should’ with respect to CSP” (Wood, 2010, p.56). At last, before the new millennium approaches, Carroll stated in his paper: “the CSR concept will remain as an essential part of the business language and practice, because it is a vital underpinning to many of the other theories and is continually consistent with what the public expects of the business community today’ (Carroll, 1999, p.292). 
The last ten years the debate around CSR continued in literature, but also events such as Enron, the Madoff affair and the BP oil disaster are probably contributing to the growing attention for CSR. The focus in the last decade was on empirical research for reconciling practice with theory.  As accepted by Carroll, scholars have revised definitions, but the last decade “there were no distinct concepts of CSR developed, as the groundwork for theories has already been established over half a century” (Carroll, 1999, p.292). A recent writer about the concept CSR is Wilson (2003). In his article Wilson “suggests that the concept of corporate sustainability borrows elements from four established concepts:  1) sustainable development, 2) corporate social responsibility, 3) stakeholder theory, and 4) corporate accountability theory” (Wilson, 2003, p.1). In his book Asongu (2007) proposes two definitions of CSR of which he believes that they are good definitions. The first is from the online encyclopedia Wikipedia (2007), were CSR is defined as “concept that organizations, especially (but not only) corporations, have an obligation to consider the interests of customers, employees, shareholders, communities, and ecological considerations in all aspects of their operations.” Asongu believes it’s a good definition, but that the following definition of The World Business Council for Sustainable Development is better; “the continuing commitment by business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well as the local community and society at large” (SDU, 2007). Asongu (2007) states that this definition has broadly been accepted by CSR practitioners and advocates. Another recent definition from the past decades is that of McWilliams and Siegel (2001, p.117); “Actions that appear to further some social good, beyond the interest of the firm and that which is required by law”. This definition underscores that CSR is more than just following the law. This definition is adopted for this research, because CSR investments and efforts of companies committed to DJSI are pertinent with this definition, as there are practically no laws mandating these CSR investments and efforts. For example, investments in human resources trough education, training and benefit programs. 
3.3 Summary

The history of the concept of CSR goes back for five decades. The first foundations of the concept were laid in the 1950s by Bowen. Thereafter, in the 1960s the literature developed considerably. Prominent writers of that period were Davis, Frederick, McGuire and Walton. In the 1970 definitions and alternative themes of CSR developed, such as CSP and social responsiveness. Important contributions to the definitional constructs were made by the writers Ced, Sethi and Carroll. In the 1980’s there were less original definitions developed, the work of scholars focused more on empirical research and alternative frameworks. Noteworthy, was the work of Drukcer, Watrick and Cochran, Epstein and Carroll. Then in 1990s the CSR concept was used as departure towards the development of other major themes such as CSP, stakeholder theory, business ethics theory, and corporate citizenship. The attention for CSR concepts was that writers tried to optimize it, such as Wood (1991). Further, there were no unique definitions added to the literature in that period. The last decade CSR still draws the attention of many scholars that conduct research. The point-of-departure for scholars is the groundwork of the concept CSR that has been established over the past half century. Finally, for this research I choose the definition of McWilliams and Siegel (2001, p.117):  “Actions that appear to further some social good, beyond the interest of the firm and that which is required by law”. 
Chapter 4  Prior research 

4.1 Introduction

This chapter elaborates on prior research and theories regarding the relationship between CSR and financial performance. There are two aspects of the CSR and financial performance relationship. The first view has to do with the direction of the relationship and may indicate negative, neutral or a positive relationship between CSR and financial performance. The second view has to do with the direction of the causality. Changes in CSR performance can influence financial performance, or the opposite, changes of financial performance can influence CSR performance (Waddock and Graves, 1997; Preston and O’Bannon, 1993). This chapter first elaborates on prior research that provide evidence for a negative, neutral or positive direction of the relationship. In the next paragraph studies that found a negative relationship are discussed. In paragraph 4.3 studies that suggest a neutral relationship are discussed and in paragraph 4.4 studies that suggest a positive relationship are discussed. Paragraph 4.5 elaborates on the conclusions from two meta-analyses of empirical literature. The studies that are described in this section are selected because their findings are significant and subsequent research often refer to these studies. Thereafter, this chapter elaborates on theories that tend to explain the direction of the causality. In paragraph 4.6 theories are discussed which suggest that changes in CSR performance can influence financial performance. In paragraph 4.7 theories are discussed which suggest that changes of financial performance can influence CSR performance. The different theories that are discussed in paragraph 4.6 and 4.7 were tested in prior research and are relevant for understanding the relationship between CSR and financial performance. The last paragraph summarizes and concludes. 

4.2 Negative relationship

Milton Friedman, one of the most influential economists of the 20th century, asserted that the exclusive responsibility of business is ‘to use its resources and engage in activities designed to increase its profits so long as it stays within the rules of the game’ (Friedman, 1970, p.5). In this view the only responsibility of managers is maximizing profits. In line with this view scholars have argued a negative association between CSR and financial performance. Firms that are socially unresponsive incur fewer costs and, ceteris paribus, reap higher profits than socially responsive firms. In that sense socially responsive firms are at a competitive disadvantage compared to their unresponsive peers (Aupperle et al., 1985). In search for a relationship between CSR and financial performance some researchers have found a negative relationship. Some important studies that found a significant negative relationship are described in this section. 

One of the first studies was conducted by Vance (1975). In his study Vance uses a sample of firms that are chosen on the basis of outstanding contributions to socially responsible actions. The study was performed between 1972 and 1975. Vance uses data from surveys that were conducted with two groups, the first group were corporate staffers in the urban-affairs and public affairs and the second group were graduate business students. A number of 86 corporate staffers ranked 45 major companies on the relative social responsibility performance and 300 graduate business students did the same for 50 major companies. The average rating scores of both surveys were used as independent variables for data-analysis. The dependent variable represented the percentage change in the per share stock prices between 1 January 1974 and 1 January 1975. The conclusion that Vance draw from his analysis is that there is a negative correlation between social responsibility and stock value performance. 

Boyle et al. (1997) investigated the stock market reaction towards the formation of the Defense Industries Initiative (DII) in 1986 by 32 major defense contractors. The purpose of the DII formation was to formally and publicly commit the organizations of the defense contractors to high standards of ethical product. A priori, Boyle et al. (1997) expected a positive stock market reaction to this ethical initiative. For the statistical analysis the performance of the DII firms were compared with that of a control group of non-DII defense firms, which did not participated in the formation. The results of the research indicated that the market reacted negatively not only on the DII, but also on the non-DII stock prices. In addition, the negative effects for DII firms were greater than those for the non-DII firms. The findings of the research suggest that market perceived the DII formation as (i) a precursor of future sanctions towards firms engaged in defense contracting or (ii) as a penalty for social irresponsibility imposed by socially conscious investors (Boyle et al., 1997). 

In recent research Wagner (2005) analyzed the longer-term relationship between environmental and economic performance and the influence of corporate strategies on this relationship. Wagner (2005) distinguishes corporate strategies in terms of end-of-pipe strategies, largely reflected by an emission-based index and integrated pollution prevention strategies reflected by an inputs-based index. The research is based on analysis of companies operating in the pulp and paper industry in Germany, Italy, the Netherlands and the United Kingdom of Great Britain. Environmental performance in this research is characterized by measures of emissions (SO2, NOx, COD), total energy input, and total water input, all per tonne of paper produced. The economic performance is measured in terms of the following profitability ratios; return on sales (ROS), return on owners capital employed (ROCE) and return on equity (ROE). The results of the research show for the emissions-based index a significant negative relationship between environmental and economic performance. For the inputs-based index there was no significant relationship found. However, the results also show that for firms with pollution-oriented corporate environmental strategy, the relationship between environmental and economic performance is more positive. 

Another recent research examined whether business performance is affected by the adoption of CSR practices. Lopez et al. (2007) compared two groups of 55 European firms, of which one group have adopted CSR and the other have not. For purpose of this study, the researchers selected a group of firms belonging to the Dow Jones Sustainability Index (DJSI) and another group quoted on the Dow Jones Global Index (DJGI), but not on the DJSI. The study covers a period from 1998 to 2004 and the researchers used the accounting ratio’s profit before tax (PBT) and revenue (REV) as variables to measure business performance. The conclusion of the research is that there is a difference between DJSI firms and DJGI firms and that these are related to CSR practices. Lopez et al. (2007) affirm that the link between performance indicators and CSR is negative during the first years in which they are applied. The expenses to act and become sustainable place firms at an economic disadvantage compared to other. However, this negative impact on performance seems to diminish over time as shown by the research results (Lopez et al., 2007). 

4.3 Neutral relationship

The relationship between CSR and financial performance is complex. There so many intervening variables that there is no reason to expect a relationship to exist, except by chance (Ullman, 1985). Other researchers that believe in a neutral relationship are less straight forward and argue an inverted U-shaped correlation, suggesting that there is an optimal level of social performance and corresponding resource allocations. Following this reasoning financial performance is negatively influenced when too much or too little resources are allocated regarding CSR (Ullman, 1985). More recent, the researchers McWilliams and Siegel (2000) argued that the existence of the neutral relationship is caused due the significant relationship between R&D intensity and financial performance. 

In an early study Alexander and Buchholz (1978) investigated the relationship between stock market performance and social responsibility. With their study Alexander and Buchholz correct the deficiencies of two preceding studies from Moskowitz (1972) and Vance (1975), from which the last is described in paragraph 4.2. These studies resulted in two different conclusions regarding the linkage between stock market performance and financial performance, both however had empirical deficiencies. Moskowitz (1972) evaluated stock performance only for a short period of six months and Vance (1975) for a period of twelve months. The second deficiency is that both studies did not evaluated stock market performance on a risk-adjusted basis. To overcome these shortcomings Alexander and Buchholz (1978) measured stock performance on a risk-adjusted basis. The social responsibility rankings of firms were the same as from the Vance (1975) study. Four firms were excluded, because 40 remaining firms were surveyed by both student and businessman. To overcome the second deficiency the researchers chose to analyze a five-year period from 1970 till 1974, and a three-year sub-period from 1971 till 1973, surrounding the survey dates. The findings of the research indicate that there is no significant relationship between stock market performance and social responsibility, as measured by rankings of students and businessman. Furthermore, it appears that there is no significant relationship between stock price levels and the degree of social responsibility. The findings of this research suggest that the studies of Moskowitz (1972) and Vance (1975) are invalid. 

The objective of the study of Freedman and Jaggi (1988) was to examine the association between extent of pollution disclosures and economic performance of firms operating in four highly polluting industries; paper and pulp, oil refining, steel, chemicals and electrical utilities. A pollution index was used to measure the extensiveness of disclosure. Freedman and Jaggi (1988) looked at the 1973/1974 annual statements and 10Ks of firms and extracted the information to determine the pollution performance. For economic performance six frequently ratios were used as surrogates for economic performance. The findings support evidence that there is no association between the extensiveness of pollution disclosures and economic performance. Only, when different industries were analyzed the results showed a significant positive association for the oil refining industry. The results also indicate that large firms differ from small sized. The results relating to large firms show a significant negative relation between pollution performance and economic performance. Large firms that have poor economic performance tend to provide extensive pollution disclosures, while large firms that economically perform well do not provide extensive pollution disclosures. This phenomena might be explained by reasoning that information on pollution performance is used to rationalize the relatively poor economic performance resulting from expenditures to prevent pollution (Freedman and Jaggi, 1988). 

McWilliams and Siegel (2000) suggest a flaw in empirical analysis in studies of the relationship between CSR and financial performance. With their study they tend to demonstrate that the particular flaw in prior economic studies is that they do not control for investment in R&D, while this appears to be an important determinant of firm performance. For the estimation of their research McWilliams and Siegel (2000) linked Compustat data with corporate social performance (CSP) measures. From the Compustat databank the two key variables R&D intenstity (RDINT) and long-run economic performance of firm (PERF) were obtained. For the measurement of CSP the Domini 400 Social Index (DSI 400) was used, that was constructed by the firm of Kinder, Lydenberg, and Domini (KLD). The data sample contains 524 firms for the years 1991-1996. The results from the regression analysis confirm the importance of including R&D and industry factors in a model that attempts to explain financial performance of firms. The results show that when R&D and industry factors are not taken into account there is a positive and significant relationship between CSP and financial performance. However, when the model is specified with R&D and industry factors, there is a neutral impact and it is no longer significant (McWilliams and Siegel, 2000). 

In a recent study Ares et al. (2010) examined the relationship between CSR and financial performance of corporations in developing countries. The researchers tended to show that some causality is related to lagging between periods for financial performance and CSR. The point of departure of the study is that there might exist a relationship between firm size, profitability, risk level and CSR. In this way the study shows the necessity of understanding the relationship between corporate performance and CSR (Ares et al., 2010). The sample of the study contains 40 firms that are listed on the Istanbul Stock Exchange (ISE) National 100 index. For measuring CSR the researchers used content analysis of social and environmental disclosures. In order to capture financial performance the researchers used accounting-based measures related to profitability, namely ROE, ROA and ROS. The statistical analysis is performed for a period of three years, between 2005 and 2007. The conclusion of the research is that the researchers were not able to find any relationship between financial performance or profitability and CSR. However, the findings support evidence that there is a significant relationship between company size and CSR. The results suggest that CSR is possibly not sufficiently related with corporate performance in developing countries yet. Overall, there are more reasons why empirical evidence on the relationship yields results that are not positive. The concept of CSR is still broad, and the strength and usefulness are still widely discussed. 

4.4 Positive relationship

Alexander and Buchholz argued that: “socially aware and concerned management will also possess the requisite skills to run a superior company in the traditional sense of financial performance, thus making its firm an attractive investment” (Alexander and Buchholz, 1978, p.479). Thus, socially responsive firms should outperform nonresponsive or less responsive ones in terms of accounting variables. Some studies that provided empirical evidence for this view are described in this section.  
Shane and Spencer (1983) did research whether security price movements are associated with the release of external information produced by the Council on Economic Priorities (CEP). The CEP produces information on firms social performances, especially regarding performances in the pollution area. The researchers investigated eight major studies conducted by the CEP of firms environmental performance in four industries. The observed the price behavior in a six-day test period surrounding the release of the CEP reports. The reported results indicate on average, relative large abnormal return on the two days preceding the release of the newspaper report from the CEP. The sign of the average abnormal returns is negative, consistent with an adverse reaction from investors. This movement of the stock-price before publishing, is not unusual, because the CEP has conference and meetings with stock-analysts, before publishing their reports. The observed price movements is negative, because investors believe that an unfavorable pollution-control report leads to negative financial performance. This means that this is a positive CSR and financial performance relationship. 

Cochran and Wood (1984) state that it is an important issue for corporate management whether or not a relationship exists between CSR and financial performance. If certain actions in respect to socially responsibility have a negative relationship with financial performance of firms, managers might consider this fact before making strategic decisions. On the other hand, if there exists a positive relation managers might be encouraged and stimulated to pursue activities related to CSR. The question is whether there exists a relationship between the factors of CSR and financial performance. The paper of Cochran and Wood (1984) is focused on examining this relationship. A composite reputation index once generated by Moskowitz (1975) was employed to measure CSR. Two time periods were evaluated in statistical analysis. The first time period was from 1970 to 1974 and included 39 firms, which were compared to a control group of 386 other firms. The second time period was from 1975 to 1979 and included 36 firms, which were compared to a control group of 366 firms. The financial performance measures used in this study are return on assets (ROA), return on equity (ROE) and excess value (EV). The control variables were asset age and asset turnover. The findings suggest that the average asset age is highly correlated with social responsible ranking. It seems that firms with older assets are less flexible in adapting to social change. After controlling for asset age Cochran and Wood (1984) conclude that there is some correlation between CSR and financial performance. Regarding the research results they state the following quotation from Abott and Monsen’s (1979): “Being socially involved [does not appear to be] dysfunctional to the investor. Perhaps it is the latter finding that has greater significance for decision making purposes, particularly given current political and social pressures”. 

The study of Preston and O’Bannon (1997) addresses a comprehensive typology of possible relationships between corporate social and financial performance. Within their research framework, they conducted the following research question: “which relationships between social and financial performance are most frequently observed, and how might the observed relationships best be explained?” (Preston and O’Bannon, 1997, p.420) To answer this question Preston and O’Bannon (1997) describe two different empirical issues that are involved with social and financial performance relationship. One of these issue is the direction of the relationship. Is there a positive or negative association, or is there no association at all? The other issue is the causal relationship. Is financial performance influenced by social performance or is it the other way around? And perhaps there is a synergistic relationship between financial performance and social performance? To address these two issues the authors tested six possible causal and directional hypotheses. These hypotheses are investigated with a combination of data from Fortune magazine and COMPUSTAT. From Fortune magazine the researchers selected three social performance reputation ratings; Community and Environmental Responsibility (CERESP), Ability to Select and Retain good People (PEOPLE) and Quality of Products and Services (PSQ). For the financial performance measures they used the following indicators from COMPUSTAT: return of assets (ROA), return on equity (ROE) and return on investment (ROI). The sample size of the study is 67 U.S. corporations over a 11 year period, between 1982 and 1992. The results indicate a positive relationship between social and financial performance indicators. Second, the results provide evidence that financial performance either precedes or is contemporaneous with social performance.

Waddock and Graves (1997) provided contributions to literature with a rigorous study of the empirical linkage between social and financial performance. The focus of the research is on two aspects. The first aspect is to test whether there is a positive relationship between CSP and financial performance and the second aspect of the relationship is the direction of the causality. The second aspect is approached from a strategic management view. Waddock and Graves (1997) explain that strategic managers are consistently faced with allocation decisions of scare resources in which they are more and more influenced by expectations of society, such as changing customer expectations, problem of excess capacity and environmental concerns. To test the direction of the causality two strategic management views are empirically tested, which are the slack resources theory and good management theory. For the CSP measurement Waddock and Graves (1997) constructed an index based on the eight corporate social performance attributes that Kinder, Lydenberg and Domini (KLD) uses to rate companies in the Standards & Poor 500 index. For financial performance, measures of profitability (ROA, ROE, ROS) were used. The data sample included 469 companies for the years 1989 and 1990. The results of the research support that CSP is positively associated with prior financial performance, which implies that the availability of slack resources is positively associated with CSP. Secondly, the results indicate that CSP is positively associated with future financial performance, which implies that CSP and the good management theory are positively associated. 

An empirical research from Byus et al. (2010) is an extension of the study by Lopez et al. (2007), that is described in paragraph 4.2. The study by Byus et al. (2010) analyzes the financial performance of firms adopting the Dow Jones Sustainability Index (DJSI) criteria. The objective the study is to test the following assertion from the Dow Jones: “Corporate sustainability is a business approach to create long-term shareholder value” (2009). This assertion is tested by examining the relationship between CSR activities, that is evidenced by DJSI commitment, and financial performance measures. A sample of 120 North American firms from the DJSI was selected and matched with 120 North American non-DJSI firms. The firms were matched based on industry and total asset size. The sample period is nine years from the year 1999 to the year 2007. The data for the 240 firms (120 DJSI and 120 non-DJSI) was obtained from the Standards & Poor Compustat database for 10 years (1998-2007). The following measures of financial performance were used: (1) gross profit margin (GPM), (2) earnings before interest and taxes as a percent of sales (EBIT), (3) profit margin as a  percent of sales (PM), (4) return on assets (ROA), and (5) market value-to-book value (MVBV). Where the study of Lopez et al. (2007) concluded a significant negative relationship, the study of Byus et al. (2010) concludes a statistically significant positive relationship between financial performance of firms and the adoption of DJSI criteria. The results indicate that DJSI listed firms have higher gross profits margins and higher return on assets than non-listed firms.  

4.5 Meta-analysis 

The technique of mathematical meta-analysis has demonstrated to be a suitable method of summarizing the results of disparate studies within in substantive areas of research (Wood, 2010). Two recent meta-analyses of empirical literature present an aggregated review of the results from studies that attempted to find a relationship between CSR and financial performance. Both the studies are described below and both provide evidence for a consistent and positive relationship between CSR and financial performance. 

Orlitzky et al. (2003) present a meta-analytic review of primary studies on the corporate social performance (CSP) and corporate financial performance (CFP) relationship. According the authors the current evidence on this relationship is to fractured to draw generalizable conclusions (Orlitzky et al., 2003). Therefore they use the technique of meta-analysis for aggregating results across individual studies and intend to provide a rigorous review about CSP and CFP. The meta-analysis was conducted for 52 studies, which resulted in a total sample size of 33.878 observations. The findings of the research show that across studies, there is a positive correlation between CSP and CFP. Therefore, the authors suggest that that social responsibility and environmental responsibility is likely to pay-off, although the positive association between CSP and financial CFP is moderate. Further, the findings suggest that the relationship tends to be bidirectional and simultaneous. Thirdly, reputation seems to be an important mediator of the relationship, because CSP reputation indices are higher correlated with CFP than accounting-based measures, and market-based indicators are less correlated than the other. Finally, the results show that stakeholder mismatching, sampling error, and measurement error can explain between 15 percent and 100 percent of cross-study variation in various subsets of CSP-CFP correlations.

Another meta-analysis between CSP and CFP was conducted by Margolish et al. (2007). This study provides a comprehensive appraisal of 192 effect revealed in 167 studies over a period of 35 years. Secondly, the study elaborates on specific dimensions of the CSP-CFP relationship. The selected studies included in the meta-analyses encompasses studies from 1972 through 2007. The researchers sorted the collection of studies into one of the following nine different categories: (1) charitable contributions, (2) corporate policies, (3) environmental performance, (4) revealed misdeeds, (5) transparency, (6) self-reported social performance, (7) observers perceptions, (8) third-party audits and (9) screened mutual funds. The first five categories are representing specific dimensions of CSP and the last four are representing different approaches for capturing CSP (Margolish et al., 2007). For performing statistical analysis the control variables industry, firm size, and risk were coded. The results of the research indicate that the relation is strongest for analysis of the specific dimensions of charitable contributions, revealed misdeeds, and environmental performance. The results reveal that when CSP is assessed more broadly the relation is strongest through the approaches observer perception and self-reported social performance. On the other hand, the relation is weakest for the specific dimensions of corporate policies and transparency, and through the approaches third-party audits and mutual fund screens. The results also indicate that the link from prior CFP to subsequent CSP is at least as strong, as the reverse. 

4.6 CSR performance influences financial performance
This paragraph describes three theories regarding the direction of the causality within relationship between financial performance and CSR. The theories that described in this paragraph suggest that changes of CSR performance have influence on financial performance.
Good management theory

Supporters of the good management theory argue that there is a high correlation between good management practices and CSR. This positive correlation exists because the attention for CSR practices improves the relationship with key stakeholder groups (Freeman, 1984), which may result in better financial performance. An example of this theory is that good relations with employees might result in enhanced morale, productivity, and satisfaction of employees. Furthermore, when customers have a positive perception about the quality of products and services of the firm, and the social commitment and environmental awareness of the firm, this may lead to increased sales or reduced stakeholders management costs (Waddock and Graves, 1997). McGuire et al. (1990) provide empirical evidence that good management  is a predictor for better financial performance. 

Trade-off theory

This theory assumes that CSR investment involve costs and reduces the financial resources of the firm. The theory reflect the neoclassical economical view of Friedman and was supported by the research of Vance (1975). The results of the research show that companies that are perceived to be social responsible experience lower stock prices compared to markets average. In line with these results Aupperle et al. (1985) state that are no financial payoffs to good CSR performance. Socially responsive firms incur more direct costs and therefore putting themselves at disadvantage of firms that are unresponsive (Aupperle et al. 1985). Hence, firms that increase their CSR performance may lower their financial performance. 

Supply and demand model

McWilliams and Siegel (2001) outline a supply and demand model of CSR. They assume that one source of demand comes from consumers and the second from other stakeholders, such as investors, employees and societies. The supply-side are the CSR-related resources (capital, labor, material and services) of the firm that are used to generate output. In the supply and demand framework of McWilliams and Siegel (2001) there is an “ideal” level of CSR. This implies that there is some optimal level of CSR for firms to provide, depending on the demand and costs that are involved. Firms  maximize profit when the increased revenue equals the higher costs, for a certain level of CSR (McWilliams and Siegel, 2001).  

4.7 Financial performance influences CSR performance
This paragraph describes two theories regarding the direction of the causality within the relationship between financial performance and CSR. The theories that are described in this paragraph suggest that changes of financial performance have influence on CSR performance.
Slack resource theory

Scholars supporting the slack resource theory argue that better financial performance lead to the availability of slack (financial or other) resources. These resources can be allocated for the purpose of CSR practices (Waddock and Graves, 1997). When firms have better financial performance this will lead to better CSR performance, as a result of the availability of slack resources. This means that financial performance can be seen as a predicator of better CSR performance. In accordance with the slack resource theory, Ullmann (1985) stated that if CSR is viewed as significant costs, firms with relatively high past financial performance may be more willing to absorb these costs in the future (Ullmann, 1985). On the other hand, firms that are less profitable may be less willing to employ CSR policies and practices. The research of McGuire et al. (1988) provides empirical evidence for the slack recourse theory. The results show that prior financial performance is more correlated with CSR, than is subsequent financial performance. More recent, a study of Brammer and Millington (2008) found that firms with both unusually high and low CSP have higher financial performance than other firms. Their results suggest that firms with high financial performance differentiate themselves by investing in an unexpectedly high degree of CSR or choose to save the resources that could have been invested in CSR. This indicates that the availability of slack (financial) resources can positively influence CSR performance. 
Managerial opportunism theory 

This theory support the view that top managers are more considered about their own interests, instead of the those of customers. The theory suggests that when compensations schemes of managers are closely related to short-term profits, this will lead to a negative relation between CSR and financial performance. Managers will pursue their own goals, and therefore attempt to maximize bonuses and salaries by reducing social expenditures, when financial performance is strong (Preston and O’Bannon, 1997) 

4.8 Summary 
This chapter provides a literature overview of prior research towards the relationship between CSR and financial performance. First, this chapter describes four studies that found a positive relationship (Vance 1975; Boyle et al., 1997; Wagner, 2005; Lopez et al., 2010), second four studies that found a neutral relationship are described (Alexander and Buchholz, 1978; Freedman and Jaggi, 1988; McWilliams and Siegel, 2000; Ares et al., 2010), third five studies that found a positive relationship are described (Shane and Spencer, 1983; Cochran and Wood, 1984; Preston and O’Bannon, 1997; Waddock and Graves, 1997; Byus et al., 2010) and at last two meta-analysis are described (Orlitzky et al., 2003; Margolish et al., 2007). The reviewed studies in this chapter provide different empirical results for the relationship between CSR and financial performance, thus outcomes fail to be consistent. One of the reasons for these different outcomes is the diversity of methodologies used. Davidson and Worrel (1990) give three reasons for this lack of consistency: (1) unsuitable sampling techniques, (2) poor measurement of financial performance, and (3) the use of questionable social responsibility indexes. Ruf et al. (2001) state that there is a lack of theoretical foundations, a lack of systemic measurement of CSP, a lack of proper methodology, limitations on sample size and composition, and a mismatch between social and financial variables. Beurden and Gossling (2008) state there are different factors that influence the relationship between CSR and financial performance, such as moderating variables and control variables. Looking at the reviewed studies in this chapter, it become clear that there is a wide variety of methodologies and tests that have been conducted. From this review it can be concluded that important factors that influence the relationship between CSR and financial performance, are the number of firms included in the research, the choice of financial performance measures, the choice of CSR measurement and control variables included. At last this chapter elaborates on five theories that seek to explain the direction of the causality within the relationship between CSR and financial performance. The good management theory, the trade-off theory and the supply and demand model suggest that changes of CSR performance can influence financial performance. The good management suggests that high CSR performance is a predictor of better financial performance. The trade-off theory is resource based, and suggests that high CSR performance negatively influences financial performance. The supply and demand model by McWilliams and Siegel (2001) propose that there is an “ideal” level of CSR and that there is neutral relationship between CSR and financial performance. The slack resource theory and managerial opportunism theory proposes the opposite direction of the relationship, and suggest that prior CSR is associated with subsequent financial performance. The slack resource theory suggest that this relationship is positive and the managerial opportunism theory suggests a negative relationship. 
Chapter 5 Research design
5.1 Introduction

This chapter presents the research design. In the first paragraph different methods to measure CSR are discussed and which method is used for this research. The second paragraph discusses different measurement methods for financial performance and which methods are used for this research. Next, the control variables that were commonly used in prior research are described. In paragraph 5.5 the hypotheses are developed. Thereafter the sample size and sample period are described. In the following paragraph the variables that are used for testing the hypothesis are described. Finally, in paragraph 5.7 the research methodology is described for testing the hypothesis. 
5.2 Measurement methods for CSR
Prior research showed that there are different models for measuring CSR. In this paragraph a few measurements of CSR are discussed. In general there are two accepted methods of measuring CSR (Cochran and Wood, 1986). The first method for measuring CSR is content analysis. This technique is used for measuring the extent of the reporting of CSR activities in sustainability reports or annual reports. With this technique the number of terms, words, or items are counted. Content analysis has the advantage that the procedure is reasonable objective, after the variables are chosen. Second main advantage is that for this research it is easier to have a large sample size, as this technique is more mechanical (Cochran and Wood, 1986). However, this technique has some disadvantages. First of all, choosing the variables to measure is a subjective process. Secondly, content analysis looks at what a company say what there are doing. Companies that perform poorly on environmental front can have incentives to present figures and achievements more positive  than in reality the case is.   

The second method is the reputation index. In this method organizations are rated by observers on the basis of one or more dimensions of CSR. There are some advantages of this method. First, this method tends be internally consistent as the researcher uses the same criteria to evaluate each firm. Second, this subjective method is better suited than a rigorous objective method, because an objective measurement is difficult to fit with a dimension that may be innately subjective. Third, a reputation index may reflect the perceptions of society about organizations, which can be important to determine the relationship between financial performance and CSR (Cochran and Wood, 1986). However, there are some disadvantages with this method. The most important is that rankings with a reputation index are highly subjective and can vary among different researchers, which affects the unreliability of the method. A second disadvantage is concerning the sample size. A number of reputation indexes used in prior research cover only a small number of organizations, which makes it hard to generalize from the results of these studies. 

The first reputation index was made-up by the Council of Economic Priorities (CEP) in 1971. In a study by the CEP they ranked 24 organizations in the pulp and paper industry based upon their pollution control performance. This ranking was later used by other researchers (Bragdon and Marlin, 1972; Folger and Nut, 1975; Spicer, 1978). The second reputation index that was popular with other researchers was the Moskowitz index. Researcher Milton Moskowitz (1972, 1975) rated a number of organizations as “outstanding,” “honorable mention,” or “worst”. The first version that was developed, was used by Moskowitz (1972) himself and later in a study of Sturdivant and Ginter (1977), on the relationship between financial performance and CSR. A survey conducted by the National Association of Concerned Business students (1972) to generate a reputation index can also be traced back to Moskowitz. Indexes from this study were used by several other researchers (Vance 1975; Heinze 1976; Alexander and Bucholz 1978). 

Another popular index that was used more recently is that of the company Kinder, Lydenberg, Domini and Co (KLD). KLD rated companies on so called ESG
 performance areas which are CSR performance attributes, thereby providing a multidimensional assessment. Five of the attributes were concerning stakeholder relations, these are community relations, employee relations, environmental performance, product characteristics, and treatment of woman and minorities (Waddock and Graves, 1997). Three other attributes were areas that received external pressure from society, which are military contracting, nuclear power, and involvement in South Africa. For the ratings of the eight categories KLD uses quantitative data (annual reports, 10K forms, proxy statements), as well as qualitative information (business magazines, general media) in which professional judgment is necessary (Waddock and Graves, 1997).  

With the increasing interest for CSR practices investors consider sustainability criteria into the configuration of their investment portfolio’s. This have led to the emergence of indexes linked to financial markets (Lopez et al., 2007). Some popular examples are the Dow Jones Sustainability Index (DJSI), the FTSE4Good and the FTSE KLD 400 Social Index. The main reason for developing these indexes is that CSR practices are important to create long-term value, from which shareholders will benefit. CSR practices help to develop opportunities and mitigate environmental, economical and social risks (Lopez et al., 2007). 
The DJSI received a lot of attention over the last years, and was used recently by researchers Lopez et al. (2007) and Byus et al. (2010) to do research on the link between CSR and financial performance. The DJSI dates from 1999 and is based upon economic, environmental and social indicators. Firms that want to be included in the DJSI have to apply to a variety of criteria that are industry-specific measures and long-term performance measures. Companies that generate revenue from alcohol, tobacco, gambling, armaments & firearms, and adult entertainment are excluded. The index provides an objective benchmark as well as an investment universe for financial products that are based on the concept of sustainability. The main objectives of the DJSI are (DJSI, 2011):
· Measure the global stock market performance of the top 10% of the leading sustainability companies in all sectors.

· Provide a liquid base for a variety of financial products. 
Companies can be qualified for the DJSI World when they are listed on the Dow Jones Global Total Stock Market Index (DJGTSM) and belong to the top 10% of largest capitalized companies. The methodology to assess the companies is based on criteria from SAM’s Corporate Sustainability Assessment. This assessment is carried out by the SAM institute, that has a team of analysts which evaluate and conduct assessments of the companies (DJSI, 2011). The applying criteria consists of both general criteria that are applicable to all industries and specific criteria that are only applicable to companies in a certain sector. General criteria include management practices and performance measures, such as corporate governance, human capital development, risk and crisis management, talent retention and labor practices. These generals criteria account for about 40% of the assessment. The industry specific criteria are about the economic trends, environmental challenges and social factors related to specific industries. The industry specific criteria account for the remaining 60% of the assessment. The information for the assessment comes from online company questionnaires, submitted documentations, policies and reports, publicly available information and SAM’s research analyst’s direct contact with companies. Information which is provided through the questionnaire is verified, by crosschecking answers with other documentation from the company and by looking at a company’s track record. To ensure quality and objectivity, an external audit is used to monitor and maintain the accuracy of the input data, assessment procedures and results (DJSI, 2011). 
The assessment is divided into three independent sections: economic, environment and social (see appendix I). The outcome of the assessment is a sustainability performance score that is calculated based on a pre-defined scoring and weighting structure. All the questions of the questionnaire receive an own score. Each question has a predetermined score for the answer, and a weight for the questions, and a weight for the criteria. The total score is a combination of these weights (DJSI, 2011). The assessment is part of an ongoing reviewing process. When companies are selected as a member of the DJSI World, there are continuously monitored. The objective of monitoring is to verify how company’s deal with critical environmental, economic and social situations (DJSI, 2011). Monitoring is done by evaluation of press releases and analyses of stakeholder information that is publicly available. 

For this research a database containing information about DJSI firms is used to selected a sample of firms that are assessed by the SAM research analyst’s and were ranked with a sustainability performance score. The disadvantage of using the DJSI as index, is that the ranking are based on a subjective process, which affects the unreliability. However, according to one study performed by SustAinability (2004), results showed that the DJSI requirements concerning sustainability aspects are further reaching than in other sustainability indexes. It is expected that DJSI rankings are relative reliable.   
5.3 Measurement methods for financial performance

There is wide variety of financial performance measures that were used in research on the relationship between CSR and financial performance. There are two broad categories: accounting-based measures and market-based measures. First, the accounting based are variables such as, return on assets (ROA), return on equity (ROE), return on sales (ROS) and debt ratios. These capture a firm’s internally efficiency in some way (Cochran and Wood, 1984). The accounting-based measures are subject to allocations of funds to different projects and policy choices by corporate managers. This means that accounting returns reflect management performance and the internal decision making capabilities, instead of external reactions that come from the market (Orlitzky, 2003). Furthermore, this implies that these ratios are not always comparable between firms, because different accounting policies are used. Market-based measures of financial value such as stock returns, market value-to-book value ratio, share price appreciation, reflect the notion that shareholders are a primary stakeholder group who’s satisfaction determines the company’s fate (Cochran and Wood, 1984). The advantage of the market-based measures is that they are less dependent on accounting policies of firms and managerial manipulation. Moreover, they represent investors evaluation of the ability to generate future economics earnings, rather than past performance (McGuire, 1988). However, the shortcoming of this method is that the investor’s perception may not be enough to gauge firms financial performance (Ullmann, 1985). 

In developing their research Lopez et al. (2007) selected the accounting-based measure growth of profit before tax (PBT) as dependent variable. Lopez et al. (2007) used this accounting ratio, because market indicators can have a differentiating factor, such as the adoption of CSR practices, but other macroeconomic factors as well, such as speculation. Further Lopez et al. (2007) state that accounting ratio’s are considered to be less noisy, because they indicate what is actually happing in the firm. Waddock and Graves (1997) also used accounting-based measures, namely: return on assets (ROA), return on equity (ROE), and return on sales (ROS). These three accounting variables are frequently used by other researchers (Preston and O’Bannon, 1997; Ares et al., 2010). 

The research of Byus et al. (2010) is comparable to that from Lopez et al. (2007), both examine the association between CSR and financial performance and use a sample of firms that are member of the DJSI. However, Byus et al. (2010) also used a market-based measure. Byus et al. (2010) tested the following measures; gross profit margin percentage (GPM), earnings before interest and taxes as percentage of sales (EBIT), profit margin as a percent of sales (PM), return on assets (ROA), and market value-to-book value (MVBV). Byus et al. (2010) tested the market value-to-book value of the firm to determine whether socially responsible firms are valued differently in the market. The meta-analytic findings of Orlitzky et al. (2003) suggest that CSR appears to be more highly correlated with accounting-based measures of financial performance than with market-based indicators.  
In line with prior research the three accounting variables that are used for this research are: return on assets (ROA), return on equity (ROE), and return on sales (ROS). The advantage of these variables is that they are sensitive profitability measures that are able to capture the financial performance of companies. The limitation of using accounting-based measures is that they not always comparable between firms, because they are subject to accounting policies and accounting standards that differ between countries. However, it is expected that these effects diminish when controlling for country factors. To avoid a debate over the proper measure for financial performance, this study also uses the market-based measures price-to-book ratio (P/B) and price-to-earnings ratio (P/E). Moreover, it may be interesting to evaluate differences between accounting-based and market-based measures of financial performance. 
5.4 Control variables

The control variables for this research have been suggested in previous articles to be important factors that affect financial performance. Relevant control variables to be considered are company size, risk, industry and R&D intensity (Waddock and Graves, 1997). 

Firm size
Size is an important variable, because it seems that larger firms adopt CSR practices more often than smaller sized firms. Watts and Zimmerman (1986) stated that larger firms are more sensitive to political costs. This is supported by Burke et al. (1986), who state that the bigger the company, the more attention they attract from stakeholders. Furthermore, there is evidence that smaller firms not exhibit as many overt socially responsible behaviors as do larger firms (Waddock and Graves, 1997). Ulmann (1985) suggests that larger companies are subject to more public scrutiny and are more likely to have the necessary financial, managerial and technical  know-how to practice CSR activities. A recent review regarding firm size indicated a small positive association between firm size and CSR, and between firm size and some measures of financial performance (Wu, 2006). The study of Orlitzky et al. (2003) summarized some indicators for firm size of which are total assets, total sales, Fortune’s rank, number of employees, number of shareholders, owner’s equity and log of sales. In this study the natural logarithms of total assets and total sales are used as control variables for size. 
Risk
Results from prior research have shown that the leverage or risk tolerance of a company is correlated with financial performance (Barbosa and Louri, 2005; Majumdar and Chhibber, 1999; Perrini et al., 2008). Firms with lower risk generally appear more likely to engage in CSR (Alexander & Buchholz, 1978; Brown & Perry, 1994; Cochran & Wood, 1984). In their study O’Neill et al. (1989) found that CSR and financial performance correlations disappeared for risk-adjusted financial performance measures. Waddock and Graves (1997) used long term debt-to-total-assets ratio, while D’Arcimoles and Trebucq (2002) used the debt-to-total-capital ratio. This research uses debt-to-assets ratio in order to control for the level of risk of the firm.  

Industry

There are differences between companies from different industries, such as economics of scale and competitive intensity (McWilliams and Siegel, 2000). Researchers Graves and Waddock (1994) provided evidence that companies have different financial performance across industries. Moreover, industries can vary in their social responsibility practices (Margolish et al., 2007). Industries like heavy manufacturing, chemicals and oil, are considered as more ‘dirty’ than other industries. Another industry factor is that stakeholders may vary in the degree of regulation and scrutiny to which they subject different industries (Bowman and Haire, 1975; Griffin & Mahon, 1997; Spencer & Taylor, 1987). To control for these industry differences a dummy variable is employed. In line with prior research a 2-digit SIC (Standard Industrial Classification) code is used to control for industry effects.
Country effects

Matten (2008) stated that CSR is a dynamic and contestable concept that is embedded in each social, political, economic and institutional context. Scholars argue that the relationship between corporate social behavior and economic performance is affected by institutional conditions, such as public and private regulation or the presence of nongovernmental and other independent organizations that monitor corporate behavior (Cambell, 2007; Walsh et al., 2003). Moreover, scholars have argued that the tendency toward socially responsible behavior varies across countries (Maignan and Ralston, 2002). As country level factors are likely to affect a firm’s choice to engage CSR activities a country dummy variable is constructed to control for the possibility of national differences. 
R&D intensity

Finally, research from Waddock and Graves (1994) provide evidence that there is a difference between the financial performance and levels of R&D investment. McWilliams and Siegel (2000) employ the R&D expenditures to net sales ratio in their study, to control for the influences that R&D activities can have on financial performances of firms. They argue that product innovations as a results of R&D investments are crucial to engage in CSR (McWilliams and Siegel, 2000). R&D intensity can be measured by R&D expenses to total sales ratio. This research does not include R&D intensity as control variable, because many values regarding R&D expenses were missing. This may be a limitation, but there are more studies that do not include this control variable, because the main effects may be blurred (Waddock and Graves, 1997; Lopez et al., 2007; Byus et al., 2010).
5.5 Hypothesis development 

A positive link between social and financial performance would legitimize CSR performance on economic grounds, grounds that matter so much these days (Useem, 1996). Proponents of CSR are convinced that it “pays off” for the firm as well as for the stakeholders of the organizations and the society (Burke and Logsdon, 1996). A number of reasons have been advanced to expect a positive relationship between CSR and financial performance. Positive CSR performance improves the image of the firm, which may result in a higher demand for a firm’s product and reducing its price sensitivity (Navorro, 1988; Sen and Bhattacharya, 2001). Alternatively, better CSR performance can lower costs, through reduced wages, improved labor productivity (Turban and Greening, 1996; Moskowitz, 1972), or by reducing the amount of waste from the production process (Konar and Cohen, 2001; Porter and van der Linde, 1995). From a strategic perspective it is often argued that the adoption of sustainability strategies should grant firm’s competitive advantage compared to other firms that do not adopt them (Lopez et al., 2007)

Theories that propose a positive link between CSR performance and financial performance are the slack resource theory and good management theory, which are described in chapter 4. Theorist supporting the slack resource theory argue that better financial performance gives firms the opportunity to invest in social performance domains, through the availability of slack resources (Waddock, 1997). Theorists  that support the good management theory argue that the attention for CSR results in better financial performance, through improved relationships with key stakeholder groups (Waddock, 1997). At last this research builds on the legitimacy theory, as suggested in paragraph 2.8 this theory expects a positive relationship, therefore the following main hypothesis can be formulated:

H 1:
A positive relationship between CSR performance and financial performance exists for companies listed on the DJSI World index. 

This research uses market-based measures and accounting-based measures for measuring the financial performance of companies. Accounting-based measures only capture historical aspects of firm’s performance (McGuire, 1986). Market-based measures rely on perceptions of stock-market participants, who determine firm’s stock price and thus market value on basis of past, current, and future stock returns and risks (Orlitzky et al., 2003). It is expected that CSR performance is more highly correlated with accounting-based measures than with market-based measures. 
H2: 
CSR performance is significantly more correlated with financial performance based on  accounting measures than on market measures. 

5.6 Data and sample size

The research sample consists of 200 companies among different industries that are listed on the DJSI World index. The companies are selected out of a database containing a total of 1115 companies. The 200 companies are selected, because these companies participated in each of the annual corporate sustainability assessments from the years 2002 up to 2009. The sample includes companies from different industries and different countries around the world. Companies that generate revenue from alcohol, tobacco, gambling and armaments are excluded from the sample. As shown in appendix II, companies from 41 industries (2-digit SIC codes) are included in the sample. For statistical analysis the industries are grouped into the following eight categories that are identified by the New Jersey chamber of Commerce (2011): (1) mining; (2) construction; (3) manufacturing; (4) transportation, communications, electric, gas, and sanitary services; (5) wholesale trade; (6) retail trade; (7) finance, insurance, and real estate; and (8) services. As shown in appendix III, companies from 24 countries (ISO 3166-1 codes) are included in the sample. 
The sample period for this research is between the years 2002 up to 2009. Empirical analyses is conducted for the years 2002, 2004, 2006, 2008 and 2009. The CSR performance variables are collected by a secondary data source, the Sustainability Asset Management (SAM) group, for the period 2002 - 2009. The data for the accounting-based measures and the market-based measures for this research are collected from the databases Thomson One Banker, Worldscope and Orbis. 
5.7 Variables 
In this paragraph the variables are described that are used in multiple regression analyses to test the hypotheses. An overview of the variables with their calculations is given in appendix IV.  
Dependent variables 
· ROAi: Return on assets of company i
ROA tells how much profit a company is able to generate for each euro of assets invested (Palepu et al., 2010). ROA is measured as net income available to common shareholders divided by total assets. This variable is continuous.
· ROEi: Return on equity of company i 

ROE is a comprehensive indicator of a company’s performance because it provides an indicator of how well managers are employing the funds invested by the company’s shareholder to generate returns (Palepu et al., 2010). ROE is measured as net income divided  by total common equity. This variable is continuous.
· ROSi: Return on sales of company i
This ratio indicates how much profit a firm is able to generate per euro of sales (Palepu et al., 2010). ROS is measured as operating income divided by net sales. This variable is continuous. 
· P/Bi: Price-to-book ratio of company i

This ratio is used to compare a stock's market value to its book value. This ratio is calculated by dividing the market price by the book value per share. This variable is continuous.
· P/Ei: Price-to-earnings ratio of company i

This valuation ratio compares the current share price to its per-share earnings. It is used to determine how much investors are willing to pay for a stock relative the company’s earnings
. The ratio is calculated by dividing the market price by the earnings per share. This variable is continuous.
Independent variable
· 
CSRi: Corporate social responsibility performance score of company i
The ‘SAM’s Corporate Sustainability Assessment’ enables a CSR performance score to be calculated. A company’s total CSR performance score is based on a pre-defined scoring and weighting structure, and can range between 0-100. This variable is continuous. 
Control variable
· SIZEi: Size of company i
For measuring the size of the company the natural logarithm of total assets and natural logarithm of total sales is used. These variables are continuous. 
· RISKi: the level of risk of company i

The debt-to-assets ratio is used to measure the level of risk. This ratio indicates what proportion of the company’s assets are being financed through debt.
 The ratio is defined is as total debt divided by total assets. This variable is continuous.
· INDi: Industry of company i

To control for industry factors a dummy variable is included in the multiple regression model. The reference category of the industry dummy is MANUF, because manufacturing is the most common industry in the sample. This dummy variable is categorical. 
· COUNTRYi: Country of company i

To control for national differences a dummy variable is included in the multiple regression model. The reference category of the country dummy is USA, because most companies have their headquarters located in the United States. This dummy variable is categorical. 
Other 
· εi:Error term
The essence of regression analysis is that any observation on the dependent variable y can be decomposed into two parts: as systemic component and a random component. The random component of y is the difference between y and its conditional mean value E(Y(X), this is the random error term (Hill et al., 2008).  
5.8 Multiple Regression 

To test hypothesis 1 multiple regression is used to test the effect of CSR performance on financial performance. There are twenty-five regressions, fifteen for accounting-based measures and ten for market-based measures. Each measure is tested for the years 2002, 2004, 2006, 2008 and 2009.  To test hypothesis 2 the output from the regressions with accounting-based measures and market-based measures are compared and analyzed.
The regression are: 

ROAi  =  β0 + β1 • CSRi + β2 • SIZEi + β3 • RISKi + β4 • INDi  + B5 • COUNTRYi  + εi
ROEi  = β0 + β1 • CSRi + β2 • SIZEi + β3 • RISKi + β4 • INDi  + B5 • COUNTRYi  + εi

ROSi  = β0 + β1 • CSRi + β2 • SIZEi + β3 • RISKi + β4 • INDi  + B5 • COUNTRYi  + εi

P/Bi  = β0 + β1 • CSRi + β2 • SIZEi + β3 • RISKi + β4 • INDi  + B5 • COUNTRYi  + εi

P/Ei  = β0 + β1 • CSRi + β2 • SIZEi + β3 • RISKi + β4 • INDi  + B5 • COUNTRYi  + εi

6.  Empirical analyses 
6.1 Introduction 

This chapter presents the empirical results of this research. First the descriptive statistics of the data are provided. Thereafter, the assumptions of normal distribution and the correlations are discussed. At last, the findings of multiple regression analyses regarding the hypotheses of this research are discussed. 
6.2 Descriptive statistics
This paragraph provides descriptive statistics for all variables that are used in the regressions. Table 1 shows that the mean of CSR performance increased from 55,99 up to 73,10 in the sample period. This implies a significant improvement of CSR performance for the companies in the research sample, even during the financial crisis years 2008 and 2009 the CSR performance score increased on average. The means of the accounting-based measures ROA and ROE show an improvement over the years 2002, 2004 and 2006, and a clear decrease during the years 2008 and 2009. ROS show a similar pattern over the years, except that the means of 2008 and 2009 are ‘similar’ and do not show a clear decrease, as seen with ROA and ROE. The financial crisis is also visible for the market-based measures in table 1. The price-to-book ratios show low mean values in the years 2008 and 2009, while price-to-earnings ratio has only a significant lower mean in the year 2008, compared to 2002, 2004 and 2006.

Table 1 Descriptive statistics with the mean values of the variables 
	
	2002
	2004
	2006
	2008
	2009

	CSR performance score
	55,99
	62,09
	66,50
	70,09
	73,10

	ROA
	4,28 %
	6,38 %
	7,44 %
	6,13 %
	4,45 %

	ROE
	10,47 %
	18,06 %
	19,72 %
	13,51 %
	10,44 %

	ROS
	11,38 %
	14,24 %
	15,39 %
	11,78 %
	11,09 %

	Price-to-book ratio
	2,66
	2,86
	3,17
	2,01
	2,20

	Price-to-earnings ratio
	13,23
	18,50
	18,51
	9,29
	18,63


6.3 Normal distribution
The statistical procedures for parametric tests, such as regression, are based on the assumption of normal distribution. If this assumption is not met then the empirical results are likely to be inaccurate. To check normal distribution of the data, visual P-P plots and histograms were viewed and analyzed. The distribution of ROE looks somewhat positively skewed, but can be considered as normal distributed. The data of the other variables (CSR, ROA, ROS, SIZE, RISK) seems to be normal distributed, because all the data-points in the P-P plots all fall close to the ‘ideal’ diagonal line, except the data of the market-based measures. The data of the price-to-book ratio looks roughly normal distributed and is positively skewed. The data of the price-to-earnings ratios does not look normal distributed, this affects the accuracy of the results when using parametric tests with this data. This should be taken into consideration when analyzing these results. Moreover, this makes it difficult to generalize from these results.
6.3 Correlations
Appendix V presents the Pearson correlation matrixes of the variables. The correlation coefficients give an indication of the relationship between the variables. From the Pearson correlation matrixes can be concluded that there is a small positive relationship between accounting-based-measures (ROA, ROE, ROS) and CSR performance for the sample period, with one expectation, the correlation coefficients for ROA and CSR in 2008 show a very small negative correlation (-0,007). There is a significant correlation in 2004, between ROA and CSR, but the overall conclusion is a small positive non-significant relationship between accounting-based measures and CSR performance. The correlations coefficients of market-based measures and CSR performance are varied, and show non-significant positive correlations for 2004 and 2009, and non-significant negative correlations for 2006 and 2008. 
Furthermore, multicollinearity is checked using the coefficients matrixes. One of the control variables for size, the natural logarithm of assets, is highly correlated with the other control variable for size, the natural logarithm of sales. The tolerance statistics are below 0.2, which suggest worthy of concern (Field, 2010). However, because multicollinearity only exists between the control variables it has no further consequences.
6.4 Multiple regression analysis
Twenty-five regressions are conducted to test the relationship between CSR performance and financial performance. In total there were four different regression models conducted. In the first model the only independent variable is CSR performance. In the second model the control variables firms size and risk were included. In the third model the dummy  variable for different industries was added and in the fourth model the dummy variable for country differences was added. The reference category of the industry dummy is MANUF and the reference category of the country dummy is USA. The b-values tells us the change in the outcome due to a unit change in the predictor. For example, the b-values of the industry dummy variable MINING represent the difference between the change in ROA related to the reference group MANUF. The test results show that the fourth model, when all predictors are included, is the most successful model in predicting financial performance. The addition of the new predictors (model 4) causes the value of R2 to increase, which is the case for all twenty-five regressions. Appendix VI presents the model summaries of the conducted regressions. However, when looking at the ANOVA, the F-ratio indicates that the second model was better than (F-ratio is more significant) than the fourth model. The only exception are the regression models of the price-to-earnings ratio for the years 2008 and 2009, which show that the fourth model is the best model (F-ratio is more significant). See appendix VII for an overview of the ANOVA test results.  
Return on assets 

The first multiple regression model for the year 2002, with ROA as dependent variable, show that CSR has a small positive effect on ROA, but not significant (b = 0,018). The b-value (table 2) tells us that as CSR increases by one unit, ROA increase by 0,018 percent, when all other predictors are held constant. In the year 2004 there is also a small positive effect (b = 0,047), and for the other three years there is small negative effect (b = -0,47, -0,66 and -0,085),  but not significant. 
The model summaries (see table 3 and 4) show that the control variables are useful to predict the effect of CSR performance on financial performance. The inclusion of the control variables has explained quite a large amount of the variation in ROA. In the model summaries the values of R2 are presented, which is the measure of how much the variability in the outcome is accounted for by the predictors. Looking at the first model with only CSR as predictor, the highest R2 is 0,055 or 5,5 % (2004). However, when looking at the full model were all predictors are included, this value increases up to 0,576 or 55,76% (2004). The adjusted R2 gives some idea of how well the model generalizes. The value of the adjusted R2 varies among the years, the lowest value is 0,289 (2002) and highest value is 0,489 (2004). 

Table 2 Multiple regression analysis with ROA as dependent variable

	 
	2002 (N=200)
	2004 (N=200)
	2006 (N=200)
	2008 (N=200)
	2009 (N=200)

	
	B
	SE
	B
	SE
	B
	SE
	B
	SE
	B
	SE

	Constant
	17,368***
	4,265
	15,064***
	3,521
	21,347***
	4,471
	13,826**
	4,849
	8,906
	5,888

	CSR
	,018
	,040
	,047
	,037
	-,048
	,047
	-,066
	,049
	-,085
	,059

	Assets
	-2,581**
	,824
	-1,188
	,624
	-1,372
	,817
	,183
	,761
	,255
	,943

	Sales
	1,591
	,868
	,569
	,661
	,787
	,888
	-,009
	,860
	,526
	1,047

	RISK
	-,025
	,029
	-,092*** 
	,024
	-,068*
	,031
	-,092**
	,030
	-,108**
	,036

	Industry
	
	
	
	
	
	
	
	
	
	

	(ref. cat.: Manufacturing)
	
	
	
	
	
	
	
	
	
	

	Mining
	,805
	3,012
	,861
	2,387
	9,701**
	3,054
	3,945
	3,146
	-2,301
	3,858

	Construction
	-,390
	1,879
	2,029
	1,489
	-,229
	1,935
	-,848
	2,003
	-5,644*
	2,523

	Services
	-1,816
	1,906
	1,643
	1,516
	-2,627
	1,899
	-3,259
	2,005
	-2,400
	2,407

	Transportation
	-2,324
	1,188
	-,193
	,899
	-2,015
	1,180
	-,956
	1,206
	1,215
	1,483

	Wholesale trade
	-,895
	2,474
	1,574
	1,739
	-,986
	2,263
	-,909
	2,278
	1,268
	2,811

	Retail trade
	-1,212
	2,096
	-,224
	1,624
	-1,577
	2,129
	-1,091
	2,177
	-,943
	2,648

	Financials
	,090
	2,054
	-3,591*
	1,724
	-5,268*
	2,096
	-8,885***
	2,105
	-8,806**
	2,550

	Country
	
	
	
	
	
	
	
	
	
	

	(ref.cat.: United States)
	
	
	
	
	
	
	
	
	
	

	Australia
	-1,655
	1,934
	-,266
	1,519
	1,639
	1,924
	2,946
	1,986
	5,563*
	2,388

	Austria
	-1,415
	3,729
	-1,723
	2,885
	-,356
	3,751
	-2,222
	3,862
	-1,447
	4,726

	Belgium
	,798
	3,720
	,055
	2,905
	,575
	3,710
	1,384
	3,878
	1,368
	4,718

	Brazil
	1,883
	2,431
	1,133
	1,903
	,195
	2,420
	1,501
	2,530
	,724
	3,060

	Canada
	,042
	2,095
	-2,158
	1,640
	-,454
	2,071
	,964
	2,150
	-,776
	2,602

	Denmark
	2,185
	2,562
	-,145
	2,017
	-,343
	2,543
	3,624
	2,604
	5,056
	3,164

	Finland
	-1,847
	2,382
	-2,278
	1,872
	-1,192
	2,391
	-2,744
	2,490
	-4,969
	3,047

	France
	-1,485
	1,747
	-3,372*
	1,372
	-2,103
	1,755
	-1,566
	1,828
	-3,132
	2,245

	Germany
	-2,638
	1,595
	-2,882*
	1,252
	-1,607
	1,598
	-1,579
	1,671
	-3,225
	2,064

	Greece
	-2,602
	5,133
	-,620
	4,003
	-,373
	5,152
	1,522
	5,278
	1,587
	6,462

	Hong Kong
	2,598
	3,955
	-1,461
	3,078
	,026
	3,913
	-1,077
	4,039
	-,622
	4,993

	Ireland
	-1,336
	4,948
	-1,624
	3,886
	-1,634
	4,975
	,661
	5,170
	-2,374
	6,319

	Italy
	-1,147
	2,197
	-3,190
	1,721
	-4,104
	2,214
	-3,481
	2,261
	-3,307
	2,762

	Japan
	-5,934***
	1,413
	-4,984***
	1,099
	-5,051***
	1,409
	-3,085*
	1,449
	-5,594**
	1,792

	Netherlands
	-1,318
	2,227
	-2,737
	1,751
	,519
	2,240
	-1,448
	2,330
	-,960
	2,849

	Norway
	-3,856
	2,700
	-3,421
	2,132
	-,044
	2,701
	-3,510
	2,865
	-2,914
	3,481

	Portugal
	3,300
	5,529
	-2,258
	4,314
	-2,019
	5,620
	1,981
	5,849
	10,476
	7,103

	South Africa
	1,848
	3,162
	-2,275
	2,442
	-,828
	3,113
	4,402
	3,250
	,478
	3,980

	Spain
	,050
	2,178
	-,691
	1,734
	2,783
	2,232
	4,062
	2,310
	3,053
	2,828

	Sweden
	-4,180*
	1,988
	,165
	1,561
	2,758
	2,026
	2,140
	2,084
	,609
	2,550

	Switzerland
	-1,599
	1,926
	-,881
	1,521
	,438
	1,938
	1,500
	2,039
	1,989
	2,474

	Taiwan
	-1,060
	5,006
	9,658*
	3,934
	11,724*
	5,024
	7,518
	5,245
	6,255
	6,408

	United Kingdom
	-,900
	1,429
	-1,312
	1,119
	,546
	1,432
	,949
	1,517
	,100
	1,821


* = p < .05, ** = p < .01, *** = p < .001
Table 3 Model summary 2002 with ROA as dependent variable

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,091a
	,008
	,003
	5,72196

	2
	,511b
	,261
	,246
	4,97661

	3
	,537c
	,288
	,247
	4,97422

	4
	,641d
	,411
	,289
	4,83240

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


Table 4 Model summary 2004 with ROA as dependent variable

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,234a
	,055
	,050
	5,17221

	2
	,656b
	,430
	,418
	4,04841

	3
	,680c
	,462
	,430
	4,00539

	4
	,759d
	,576
	,489
	3,79341

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


From the ANOVA tables can be concluded that the second model significantly improved the ability to predict the outcome variable (ROA), but that the third model and fourth model was not an improvement, because the value of F is lower for those two. This is the case for all five years. Table 5 shows the ANOVA test results for the year 2009. 

Table 5 ANOVA 2009 with ROA as dependent variable

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	,349
	1
	,349
	,009
	,922a

	
	Residual
	7268,802
	198
	36,711
	
	

	
	Total
	7269,150
	199
	
	
	

	2
	Regression
	1432,144
	4
	358,036
	11,961
	,000b

	
	Residual
	5837,006
	195
	29,933
	
	

	
	Total
	7269,150
	199
	
	
	

	3
	Regression
	2712,427
	13
	208,648
	8,517
	,000c

	
	Residual
	4556,723
	186
	24,499
	
	

	
	Total
	7269,150
	199
	
	
	

	4
	Regression
	3522,523
	36
	97,848
	4,257
	,000d

	
	Residual
	3746,628
	163
	22,985
	
	

	
	Total
	7269,150
	199
	
	
	

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


Return on equity 

The b-values (table 6) of CSR show that there is a small negative non-significant effect on ROE, except the b-value of 2004 (b = 0,099), which is positive. These results suggest that CSR has no effect on financial performance. The model summaries show ‘poor’ values of R2 and adjusted R2. The year 2008 (table 7) has the highest values, which is 0,423, respectively 0,304.
Table 6 Multiple regression analysis with ROE as dependent variable
	 
	2002 (N=200)
	2004 (N=200)
	2006 (N=200)
	2008 (N=200)
	2009 (N=200)

	
	B
	SE
	B
	SE
	B
	SE
	B
	SE
	B
	SE

	Constant
	39,828*
	16,192
	12,862
	12,120
	20,583*
	10,172
	13,826**
	4,849
	17,861
	14,754

	CSR
	-,126
	,150
	,099
	,128
	-,113
	,106
	-,066
	,049
	-,210
	,147

	Assets
	-8,471**
	3,129
	-5,547*
	2,149
	-2,886
	1,858
	,183
	,761
	-1,981
	2,362

	Sales
	7,200*
	3,295
	5,814*
	2,277
	3,940
	2,021
	-,009
	,860
	3,871
	2,625

	RISK
	,101
	,109
	,081
	,082
	,024
	,070
	-,092**
	,030
	-,136
	,090

	Industry
	
	
	
	
	
	
	
	
	
	

	(ref. cat.: Manufacturing)
	
	
	
	
	
	
	
	
	
	

	Mining
	-5,614
	11,434
	-2,626
	8,219
	17,819*
	6,948
	3,945
	3,146
	-8,507
	9,667

	Construction
	-1,449
	7,134
	5,792
	5,124
	1,780
	4,403
	-,848
	2,003
	-18,090**
	6,323

	Services
	3,506
	7,237
	12,532*
	5,220
	-2,231
	4,320
	-3,259
	2,005
	-8,936
	6,032

	Transportation
	-9,594*
	4,509
	,791
	3,096
	-2,890
	2,684
	-,956
	1,206
	4,842
	3,717

	Wholesale trade
	-11,768
	9,392
	1,098
	5,988
	2,346
	5,148
	-,909
	2,278
	6,498
	7,044

	Retail trade
	-12,338
	7,959
	-5,815
	5,592
	1,611
	4,844
	-1,091
	2,177
	-6,591
	6,637

	Financials
	6,063
	7,798
	9,194
	5,934
	3,998
	4,769
	-8,885***
	2,105
	-10,171
	6,391

	Country
	
	
	
	
	
	
	
	
	
	

	(ref.cat.: United States)
	
	
	
	
	
	
	
	
	
	

	Australia
	-3,355
	7,343
	-1,467
	5,228
	1,433
	4,377
	2,946
	1,986
	14,547**
	5,984

	Austria
	-4,540
	14,156
	-6,141
	9,933
	-4,713
	8,535
	-2,222
	3,862
	-5,120
	11,843

	Belgium
	6,384
	14,123
	-,648
	10,001
	-3,320
	8,441
	1,384
	3,878
	-3,136
	11,823

	Brazil
	2,828
	9,229
	9,858
	6,553
	7,092
	5,505
	1,501
	2,530
	7,402
	7,667

	Canada
	2,421
	7,954
	-3,044
	5,647
	1,127
	4,712
	,964
	2,150
	,521
	6,521

	Denmark
	3,521
	9,728
	-3,112
	6,943
	-3,543
	5,786
	3,624
	2,604
	7,426
	7,928

	Finland
	-10,079
	9,045
	-9,474
	6,446
	-3,470
	5,441
	-2,744
	2,490
	-12,019
	7,634

	France
	-5,335
	6,632
	-8,833
	4,722
	-5,553
	3,993
	-1,566
	1,828
	-8,391
	5,625

	Germany
	-9,842
	6,056
	-9,252*
	4,311
	-6,098
	3,636
	-1,579
	1,671
	-6,203
	5,172

	Greece
	-1,901
	19,488
	4,089
	13,780
	-,253
	11,722
	1,522
	5,278
	3,156
	16,192

	Hong Kong
	8,227
	15,015
	,799
	10,595
	2,373
	8,901
	-1,077
	4,039
	-3,837
	12,512

	Ireland
	-11,260
	18,787
	-9,036
	13,378
	-6,394
	11,317
	,661
	5,170
	-8,837
	15,834

	Italy
	-5,136
	8,340
	-8,849
	5,925
	-11,681*
	5,037
	-3,481
	2,261
	-8,323
	6,922

	Japan
	-24,726***
	5,365
	-14,215***
	3,782
	-10,833**
	3,206
	-3,085*
	1,449
	-16,092***
	4,491

	Netherlands
	1,469
	8,455
	-2,652
	6,026
	-2,242
	5,095
	-1,448
	2,330
	-3,272
	7,140

	Norway
	-9,007
	10,251
	-2,726
	7,339
	2,330
	6,146
	-3,510
	2,865
	-4,384
	8,722

	Portugal
	8,072
	20,993
	-4,384
	14,851
	-6,599
	12,785
	1,981
	5,849
	30,192
	17,798

	South Africa
	8,894
	12,005
	,831
	8,406
	2,285
	7,082
	4,402
	3,250
	-,540
	9,974

	Spain
	2,176
	8,270
	-2,434
	5,971
	2,849
	5,079
	4,062
	2,310
	9,191
	7,085

	Sweden
	-17,437**
	7,549
	-3,938
	5,375
	-2,138
	4,610
	2,140
	2,084
	-6,478
	6,389

	Switzerland
	-15,349
	7,314
	-3,187
	5,237
	-,858
	4,410
	1,500
	2,039
	5,658
	6,199

	Taiwan
	-8,276
	19,005
	7,200
	13,543
	5,860
	11,429
	7,518
	5,245
	1,103
	16,057

	United Kingdom
	3,364
	5,427
	3,659
	3,853
	1,039
	3,258
	,949
	1,517
	5,375
	4,562


* = p < .05, ** = p < .01, *** = p < .001
Table 7 Model summary 2008 with ROE as dependent variable

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	,007a
	,000
	-,005
	6,05897

	2
	,444b
	,197
	,181
	5,47114

	3
	,544c
	,296
	,254
	5,21916

	4
	,650d
	,423
	,304
	5,04215

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


Return on sales

When only looking at the second regression model  (table 8), it is worth to note that b-values of CSR has a positive significant effect on ROS, except for the year 2008. In the full regression model (table 9) the b-values of CSR show a small positive effect on ROS in the years 2002, 2004 and 2009 (0,098, 0,122, and 0,21) and negative in the years 2006 and 2008 (-0,005 and -0,035). Again, these results suggest that CSR has no effect on financial performance. 
Table 8 Multiple regression analysis with ROS as dependent variable

	 
	2002 (N=200)
	2004 (N=200)
	2006 (N=200)
	2008 (N=200)
	2009 (N=200)

	
	B
	SE
	B
	SE
	B
	SE
	B
	SE
	B
	SE

	Constant
	32,475***
	5,809
	33,082***
	5,494
	32,969***
	5,748
	19,546
	11,400
	16,773*
	8,098

	CSR
	,178**
	,060
	,218***
	,060
	,225***
	,063
	,151
	,127
	,243**
	,086

	Assets
	1,971**
	,623
	3,681***
	,559
	3,257***
	,607
	-6,619***
	1,024
	-,087
	,728

	Sales
	-5,670***
	,801
	-7,279***
	,793
	-6,760***
	,890
	5,375**
	1,574
	-2,362*
	1,104

	RISK
	,070
	,041
	-,060
	,038
	-,058
	,040
	,022
	,073
	,004
	,050


* = p < .05, ** = p < .01, *** = p < .001
Table 9 Multiple regression analysis with ROS as dependent variable 

	 
	2002 (N=200)
	2004 (N=200)
	2006 (N=200)
	2008 (N=200)
	2009 (N=200)

	
	B
	SE
	B
	SE
	B
	SE
	B
	SE
	B
	SE

	Constant
	25,283**
	7,371
	27,234***
	6,606
	31,805***
	6,487
	20,557
	14,824
	14,247
	9,598

	CSR
	,098
	,068
	,122
	,070
	-,005
	,068
	-,035
	,149
	,021
	,095

	Assets
	5,522***
	1,424
	5,907***
	1,171
	7,417***
	1,185
	-5,255*
	2,326
	2,546
	1,537

	Sales
	-7,502***
	1,500
	-7,834***
	1,241
	-8,922***
	1,289
	5,595*
	2,629
	-2,960
	1,707

	RISK
	,055
	,049
	-,094
	,045
	-,127**
	,045
	-,007
	,091
	-,051
	,059

	Industry
	 
	
	 
	
	 
	
	 
	
	 
	

	(ref. cat.: Manufacturing)
	 
	
	 
	
	 
	
	 
	
	 
	

	Mining
	2,183
	5,205
	-,778
	4,480
	12,710**
	4,430
	5,865
	9,617
	5,835
	6,289

	Construction
	6,869*
	3,247
	6,596*
	2,793
	8,129**
	2,808
	-1,949
	6,123
	,364
	4,113

	Services
	2,779
	3,295
	3,659
	2,845
	-1,298
	2,755
	-5,166
	6,129
	1,011
	3,924

	Transportation
	-2,799
	2,053
	1,069
	1,688
	1,183
	1,711
	-,987
	3,689
	4,019
	2,418

	Wholesale trade
	1,063
	4,275
	-2,808
	3,264
	-3,904
	3,283
	,608
	6,964
	-2,413
	4,582

	Retail trade
	-1,406
	3,623
	-2,344
	3,048
	-2,700
	3,089
	-8,517
	6,655
	-5,042
	4,317

	Financials
	-11,756**
	3,550
	-8,315*
	3,234
	-14,406***
	3,041
	-7,206
	6,435
	-12,216**
	4,157

	Country
	 
	
	 
	
	 
	
	 
	
	 
	

	(ref.cat.: United States)
	 
	
	 
	
	 
	
	 
	
	 
	

	Australia
	-,653
	3,343
	-,712
	2,850
	3,364
	2,791
	7,644
	6,073
	9,345*
	3,893

	Austria
	-11,712
	6,444
	-6,698
	5,414
	-3,919
	5,443
	-8,682
	11,806
	1,885
	7,704

	Belgium
	-7,033
	6,429
	-7,196
	5,452
	-,793
	5,383
	-27,443*
	11,855
	-9,787
	7,691

	Brazil
	-1,086
	4,201
	4,946
	3,572
	-1,779
	3,510
	4,903
	7,736
	8,042
	4,988

	Canada
	-,540
	3,621
	-1,760
	3,078
	-,572
	3,005
	3,890
	6,573
	-2,129
	4,242

	Denmark
	-5,391
	4,429
	-4,391
	3,784
	-2,416
	3,690
	2,863
	7,963
	4,947
	5,157

	Finland
	-6,062
	4,118
	-8,909
	3,513
	-4,565
	3,470
	-7,649
	7,614
	-2,455
	4,966

	France
	-5,372
	3,019
	-4,780
	2,574
	-2,922
	2,546
	-3,929
	5,589
	-,966
	3,659

	Germany
	-7,843
	2,757
	-6,662**
	2,350
	-3,869
	2,319
	-6,152
	5,108
	-2,705
	3,364

	Greece
	-2,203
	8,872
	-1,898
	7,511
	,871
	7,475
	13,368
	16,137
	1,426
	10,533

	Hong Kong
	-5,143
	6,835
	-7,528
	5,775
	-6,343
	5,676
	-2,920
	12,348
	4,634
	8,139

	Ireland
	-4,934
	8,552
	-4,938
	7,292
	-2,426
	7,217
	-5,261
	15,806
	-4,033
	10,300

	Italy
	-1,250
	3,796
	-,824
	3,230
	-1,398
	3,212
	-9,576
	6,914
	-,917
	4,503

	Japan
	-8,839***
	2,442
	-6,740**
	2,061
	-5,533**
	2,045
	-7,280
	4,431
	-5,831
	2,922

	Netherlands
	-2,280
	3,849
	-4,522
	3,285
	-5,299
	3,249
	-5,877
	7,122
	-2,171
	4,645

	Norway
	-4,401
	4,667
	-3,059
	4,001
	1,258
	3,919
	-10,282
	8,760
	,623
	5,674

	Portugal
	14,170
	9,557
	16,996*
	8,095
	10,559
	8,153
	3,697
	17,882
	14,156
	11,578

	South Africa
	3,114
	5,465
	-,358
	4,582
	3,488
	4,516
	10,358
	9,937
	3,903
	6,488

	Spain
	-3,477
	3,765
	-3,333
	3,255
	-,198
	3,239
	13,679
	7,062
	5,599
	4,609

	Sweden
	-5,982
	3,436
	-2,293
	2,930
	-,774
	2,940
	2,009
	6,372
	-3,299
	4,156

	Switzerland
	-5,233
	3,329
	-3,018
	2,855
	,599
	2,812
	-3,772
	6,232
	5,195
	4,032

	Taiwan
	-,529
	8,652
	13,246
	7,382
	18,003*
	7,288
	2,136
	16,037
	17,216
	10,445

	United Kingdom
	-2,828
	2,470
	-3,177
	2,100
	,910
	2,078
	3,028
	4,637
	4,834
	2,968


* = p < .05, ** = p < .01, *** = p < .001
Price-to-book ratio

The b-values (table 10) of CSR show a small positive effect on price-to-book ratio in the years 2002, 2004 and 2009 (0,004, 0,026 and 0,001) and negative in the years 2006 and 2008 (-0,017 and -0,012). These results are consistent with those from ROS. 
Table 10 Multiple regression analysis with price-to-book ratio as dependent variable

	 
	2002 (N=200)
	2004 (N=200)
	2006 (N=200)
	2008 (N=200)
	2009 (N=200)

	
	B
	SE
	B
	SE
	B
	SE
	B
	SE
	B
	SE

	Constant
	6,085**
	2,033
	5,894**
	1,922
	7,622***
	1,546
	4,771***
	1,330
	3,656*
	1,734

	CSR
	,004
	,019
	,026
	,020
	-,017
	,016
	-,012
	,013
	,001
	,017

	Assets
	-1,616***
	,393
	-,800**
	,341
	-1,159***
	,282
	-,617**
	,209
	-,878**
	,278

	Sales
	1,486***
	,414
	,548
	,361
	,969***
	,307
	,544*
	,236
	,826**
	,309

	RISK
	-,001
	,014
	-,010
	,013
	-,002
	,011
	,007
	,008
	,021*
	,011

	Industry
	 
	
	 
	
	 
	
	 
	
	 
	

	(ref. cat.: Manufacturing)
	 
	
	 
	
	 
	
	 
	
	 
	

	Mining
	-,833
	1,436
	-,770
	1,304
	,699
	1,056
	,198
	,863
	,155
	1,136

	Construction
	-1,186
	,896
	-,668
	,813
	-,499
	,669
	-,779
	,549
	-,459
	,743

	Services
	2,832**
	,909
	1,821*
	,828
	,403
	,656
	-,226
	,550
	,119
	,709

	Transportation
	-,576
	,566
	-,131
	,491
	,030
	,408
	-,094
	,331
	-,491
	,437

	Wholesale trade
	-1,663
	1,179
	,343
	,950
	-,069
	,782
	-,467
	,625
	-,755
	,828

	Retail trade
	-,931
	,999
	,264
	,887
	,673
	,736
	-,974
	,597
	-,880
	,780

	Financials
	1,655
	,979
	,925
	,941
	1,311
	,725
	,032
	,577
	,397
	,751

	Country
	 
	
	 
	
	 
	
	 
	
	 
	

	(ref.cat.: United States)
	 
	
	 
	
	 
	
	 
	
	 
	

	Australia
	-1,520
	,922
	-1,949*
	,829
	-,861
	,665
	,002
	,545
	-,480
	,703

	Austria
	-,886
	1,777
	-1,123
	1,575
	-1,101
	1,297
	-1,387
	1,059
	-,839
	1,392

	Belgium
	-,843
	1,773
	-1,531
	1,586
	-1,384
	1,283
	-1,073
	1,063
	-1,469
	1,390

	Brazil
	-2,330*
	1,159
	-2,139*
	1,039
	-,659
	,836
	-,947
	,694
	-,533
	,901

	Canada
	-,763
	,999
	-1,718
	,896
	-,380
	,716
	-,712
	,590
	-,386
	,766

	Denmark
	-,983
	1,221
	-1,527
	1,101
	,765
	,879
	,777
	,714
	,511
	,932

	Finland
	-2,844*
	1,136
	-3,170**
	1,022
	-1,615
	,827
	-1,844**
	,683
	-1,811*
	,897

	France
	-2,411**
	,833
	-2,263**
	,749
	-1,157
	,607
	-1,486**
	,501
	-1,374*
	,661

	Germany
	-2,648**
	,760
	-2,451***
	,684
	-1,625**
	,553
	-1,259**
	,458
	-1,373*
	,608

	Greece
	-,927
	2,447
	,397
	2,186
	,356
	1,781
	-1,475
	1,447
	-1,181
	1,903

	Hong Kong
	-,120
	1,885
	-,589
	1,680
	1,431
	1,352
	-,572
	1,108
	1,716
	1,471

	Ireland
	-3,754
	2,359
	-2,885
	2,122
	-2,225
	1,720
	-2,153
	1,418
	-2,320
	1,861

	Italy
	-1,599
	1,047
	-2,066*
	,940
	-1,706*
	,765
	-1,842**
	,620
	-1,634*
	,814

	Japan
	-2,928***
	,674
	-2,567***
	,600
	-2,135***
	,487
	-1,606***
	,397
	-2,326***
	,528

	Netherlands
	-,199
	1,062
	-1,118
	,956
	-1,245
	,774
	-1,095
	,639
	-,937
	,839

	Norway
	-2,556*
	1,287
	-2,793*
	1,164
	-1,299
	,934
	-1,701*
	,786
	-1,108
	1,025

	Portugal
	1,590
	2,636
	,185
	2,356
	1,300
	1,943
	,488
	1,604
	,362
	2,092

	South Africa
	-2,403
	1,507
	-2,660*
	1,333
	-1,531
	1,076
	-,482
	,891
	-1,069
	1,172

	Spain
	-,118
	1,038
	-1,228
	,947
	,217
	,772
	-,021
	,633
	-,303
	,833

	Sweden
	-2,278**
	,948
	-1,812*
	,853
	-,941
	,700
	-1,206*
	,572
	-,542
	,751

	Switzerland
	-1,375
	,918
	-1,759*
	,831
	-,559
	,670
	-,508
	,559
	1,265
	,729

	Taiwan
	-1,030
	2,386
	-1,763
	2,148
	-,573
	1,736
	-,566
	1,438
	,646
	1,887

	United Kingdom
	-,031
	,681
	-1,120
	,611
	-,328
	,495
	-,193
	,416
	-,419
	,536


* = p < .05, ** = p < .01, *** = p < .001
Price-to-earnings ratio

The b-values (table 11) of CSR show a small negative effect on price-to-earnings ratio in the years 2002, 2008 and 2009 (-0,26, -0,110 and -0,211) and positive in the years 2004 and 2006 (0,215 and 0,156). These results also suggest that there exists no relationship between CSR performance and financial performance. 
Table 11 Multiple regression analysis with price-to-earnings ratio as dependent variable

	 
	2002 (N=200)
	2004 (N=200)
	2006 (N=200)
	2008 (N=200)
	2009 (N=200)

	
	B
	SE
	B
	SE
	B
	SE
	B
	SE
	B
	SE

	Constant
	31,901
	24,607
	11,193
	13,750
	2,937
	18,570
	15,150
	18,991
	36,750
	28,216

	CSR
	-,026
	,228
	,215
	,145
	,277
	,194
	-,110
	,191
	-,211
	,281

	Assets
	6,044
	4,755
	-3,402
	2,438
	-2,475
	3,393
	-1,566
	2,980
	-,121
	4,518

	Sales
	-6,641
	5,008
	3,265
	2,583
	1,929
	3,689
	1,062
	3,367
	-,153
	5,020

	RISK
	-,199
	,165
	,019
	,094
	,171
	,128
	,174
	,116
	,055
	,172

	Industry
	 
	
	 
	
	 
	
	 
	
	 
	

	(ref. cat.: Manufacturing)
	 
	
	 
	
	 
	
	 
	
	 
	

	Mining
	15,419
	17,377
	-4,622
	9,325
	-1,152
	12,683
	5,581
	12,320
	-4,553
	18,488

	Construction
	-12,143
	10,841
	-5,526
	5,814
	-1,674
	8,038
	7,953
	7,844
	-30,380*
	12,092

	Services
	5,569
	10,998
	6,031
	5,922
	32,582***
	7,886
	1,038
	7,852
	-23,477*
	11,537

	Transportation
	-6,205
	6,853
	-2,932
	3,513
	-4,718
	4,899
	-1,943
	4,726
	-13,670
	7,108

	Wholesale trade
	4,597
	14,273
	-18,805**
	6,793
	-13,603
	9,398
	-7,928
	8,922
	-16,827
	13,471

	Retail trade
	17,109
	12,095
	8,459
	6,344
	11,574
	8,842
	8,719
	8,526
	-6,631
	12,692

	Financials
	-21,948
	11,850
	2,980
	6,732
	,512
	8,706
	2,654
	8,244
	-16,237
	12,222

	Country
	 
	
	 
	
	 
	
	 
	
	 
	

	(ref.cat.: United States)
	 
	
	 
	
	 
	
	 
	
	 
	

	Australia
	-28,440*
	11,159
	-6,391
	5,932
	-3,027
	7,991
	-,709
	7,779
	14,964
	11,444

	Austria
	11,568
	21,513
	7,736
	11,269
	6,266
	15,581
	-46,468**
	15,125
	18,410
	22,648

	Belgium
	-2,756
	21,463
	-4,538
	11,347
	-6,654
	15,410
	-10,722
	15,187
	-2,948
	22,611

	Brazil
	-16,343
	14,026
	-11,525
	7,434
	-2,769
	10,049
	5,453
	9,910
	-1,652
	14,663

	Canada
	-1,577
	12,088
	-1,870
	6,406
	12,154
	8,602
	1,333
	8,421
	11,208
	12,470

	Denmark
	-3,533
	14,784
	-4,433
	7,877
	10,815
	10,562
	15,787
	10,201
	21,662
	15,162

	Finland
	-14,132
	13,746
	-9,730
	7,313
	-,666
	9,932
	-8,720
	9,754
	1,485
	14,600

	France
	-,648
	10,079
	-,363
	5,357
	-2,513
	7,289
	10,118
	7,159
	13,632
	10,757

	Germany
	-1,975
	9,204
	-9,400
	4,891
	-6,774
	6,639
	7,616
	6,543
	24,637*
	9,891

	Greece
	2,253
	29,617
	6,216
	15,633
	3,518
	21,400
	-4,478
	20,674
	12,173
	30,967

	Hong Kong
	-10,013
	22,819
	9,648
	12,020
	17,547
	16,250
	14,270
	15,818
	22,251
	23,929

	Ireland
	-9,049
	28,551
	-10,372
	15,178
	-7,031
	20,661
	,172
	20,249
	3,173
	30,282

	Italy
	-8,196
	12,674
	6,118
	6,722
	-3,724
	9,196
	-4,788
	8,857
	19,264
	13,237

	Japan
	3,614
	8,153
	9,244*
	4,291
	12,184
	5,853
	7,034
	5,677
	-,610
	8,590

	Netherlands
	-6,855
	12,848
	-7,475
	6,837
	-1,704
	9,302
	-11,342
	9,124
	-3,518
	13,655

	Norway
	-15,245
	15,579
	-11,136
	8,327
	-4,610
	11,220
	-4,635
	11,222
	60,158***
	16,681

	Portugal
	-1,697
	31,903
	13,240
	16,849
	12,526
	23,341
	-,281
	22,909
	34,522
	34,038

	South Africa
	-11,132
	18,244
	-5,869
	9,537
	2,072
	12,929
	6,550
	12,730
	2,160
	19,075

	Spain
	-2,457
	12,567
	-4,449
	6,774
	-4,430
	9,272
	10,374
	9,047
	-1,028
	13,551

	Sweden
	-9,062
	11,472
	-6,072
	6,098
	-,137
	8,416
	7,641
	8,163
	-1,773
	12,219

	Switzerland
	-7,966
	11,115
	-6,825
	5,941
	-3,389
	8,051
	3,394
	7,984
	-,906
	11,855

	Taiwan
	9,876
	28,882
	-8,123
	15,365
	-2,905
	20,864
	9,076
	20,544
	,089
	30,708

	United Kingdom
	-8,117
	8,247
	-7,072
	4,371
	-14,290*
	5,948
	-,895
	5,940
	5,578
	8,725


* = p < .05, ** = p < .01, *** = p < .001
7. Conclusion and limitations
This study has attempted to examine the effect of CSR performance on financial performance. To examine this relationship, this study hypothesized that a positive relationship between CSR performance and financial performance exists for the companies included in the research sample. This hypothesis has been tested by conducting a series of multiple regressions on a sample of 200 companies included in the DJSI for the period 2002 – 2009. Three accounting-based measures (ROA, ROE and ROS) and two market-based measures (price-to-book ratio and price-to-earnings ratio) were used to test the relationship between CSR performance and financial performance for the years 2002, 2004, 2006, 2008 and 2009. As this research used market-based measures as well as accounting-based measures for measuring financial performance, this study also hypothesized that CSR performance is significantly more correlated with financial performance based on accounting measures than on market measures. After controlling for the level of risk, size, industry and country, the overall results of empirical analysis do not provide evidence that CSR performance is related to financial performance. The empirical results are ambiguous. The results that are based on accounting measures (ROA, ROE, ROS) are only consistent with each other for the years 2004, 2006 and 2008. The results of these measures indicate a small non-significant positive relationship for the year 2004, and a small non-significant negative relationship for the years 2006 and 2008. The results of the two market-based measures are not consistent with each other, except for the year 2004 and 2008. Remarkably, the results of the price-to-book ratio, ROS and ROA show the same pattern for all five years and have positive b-values for the years 2002 and 2004, and negative b-values for the years 2006 and 2008. Nevertheless, this might occurred by chance. On basis of the results it can be concluded that there is no evidence to suggest a significant positive relationship between CSR performance and financial performance, therefore hypothesis 1 is rejected. After analyzing the correlation matrixes and the regression results it can also be concluded that there is no evidence to suggest a significant difference between the correlations of accounting-based or market-based measures, therefore hypothesis 2 is rejected.  Previous research found mixed results that suggests that there is a negative, neutral or positive relationship between CSR performance and financial performance. The findings of this research seems to suggest that there is a neutral relationship, which is in line with prior research of McWilliams and Siegel (2000), D’Arcimolos and Trebucq (2002) and Aras et al. (2010). Some scholars suggest that there are too many intervening variables to observe any direct relationship between CSR and financial performance. They argue that there is no reason to observe any relationship, except by chance (D’Arcimolos and Trebucq, 2002). Others suggest that CSR is used as pure marketing strategy that has no effect on financial performance. Furthermore, CSR performance is too complex to be grasped in one or several measures, which makes it impossible to observe any relationship with financial performance (D’Arcimolos and Trebucq, 2002). Further the findings of this research are in line with theoretical explanations of McWilliams and Siegel, who outlined a supply and demand model of CSR (2001). McWilliams and Siegel (2001) argue that CSR attributes are like any other attributes a firm offers. “A firm uses the level of the attribute that maximizes firm performance, given the demand for that attribute and costs of providing the attribute” (McWilliams and Siegel, 2001, p.125). From this perspective they predict that there is a neutral relationship between CSR and financial performance. Following the analysis of McWilliams and Siegel (2001) the results of this research confirm that managers should treat decisions regarding CSR they same as they treat other investment decisions.   
Limitations

At last the limitations of this research and suggestions for future research are discussed. This study has several limitations that are important to consider for future research. First, the measure for CSR performance is limited. The disadvantage of using DJSI index ratings is that are based on a subjective process, which affects the reliability of the index. It is questionable if the CSR performance score of the DJSI captures the consequences of CSR practices in terms of its contribution to the firm, when CSR is seen as organizational strategy. Further, the average CSR performance score of the sample increased significantly (from 55,99 up to 73,10) over the sample period and seems not related to economic tendency. Furthermore, the sample included companies of 24 different counties. These companies are subject to different country factors, such as regulation and expectations from the society in which they operate. To narrow these limitations future research could use multiple measures of CSR and a sample with companies from one country. Other limitations to be considered are regarding the financial performance measures used in this research. There are critiques on the accounting-based measures. One of the comments is that they are not comparable between firms, because different accounting policies within firms are used. This study attempted to avoid this limitation by incorporating market-based measures. However, the data of the two market-based measures was not normally distributed. To solve this problem it is recommended to use average market-based measures that are calculated over more than one year. Furthermore, it is recommended to use other measures to asses firm’s financial performance. At last, scholars should consider to exclude financial institutions from the research sample, because these are specialized institutions with different accounting standards and assets, which in this research resulted in outliers in the data.  
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Appendix I – Company assessment criteria 
	Dimension
	Criteria
	Sub-criteria

	Economic
	Corporate governance
	Board structure

	 
	 
	Non-Executive Chairman/Lead Director

	 
	 
	Responsibilities and Committees

	 
	 
	Corporate Governance Policy

	 
	 
	Audit Conflict of Interest

	 
	 
	Diversity: Gender

	 
	
	Board Effectiveness

	 
	
	Entrenchment provisions

	 
	
	Senior Management Remuneration

	 
	
	MSA: Corporate Governance (MSA = Media and Stakeholder Analysis )

	 
	Risk & Crisis Management 
	Risk Governance

	 
	 
	Risk Optimization

	 
	 
	Risk Map

	 
	 
	Sub-criteria

	 
	 
	Risk Review

	 
	 
	Risk Strategy

	 
	 
	MSA: Risk & Crisis Management

	 
	Codes of Conduct/Compliance/ 
	Codes of Conduct: Focus

	 
	Corruption & Bribery
	Codes of Conduct: Systems/Procedures

	 
	 
	Corruption and Bribery: Scope of Policy

	 
	 
	Codes of Conduct: Report on Breaches

	 
	 
	Codes of Conduct/Anti-Corruption&Bribery:

	 
	 
	business relationships

	 
	 
	MSA: Codes of Conduct/Compliance/

	 
	 
	Corruption & Bribery

	 
	Industry Specific Criteria 
	Brand Management, Customer Relationship

	 
	 
	Management, Innovation Management, Gas

	 
	 
	Portfolio, Grid Parity, etc.

	 
	 
	MSA: Selected Industry Specific Criteria

	Environment
	Environmental Reporting* 
	Assurance

	 
	 
	Coverage

	 
	 
	Environmental Reporting; Qualitative Data Environmental Reporting; Quantitative Data

	 
	Industry Specific Criteria 
	Environmental Management Systems,

	 
	 
	Climate Strategy, Biodiversity, Product

	 
	 
	Stewardship, Eco-efficiency, etc.

	 
	 
	MSA: Selected Industry Specific Criteria

	Social
	Human Capital Development
	Human resource skill mapping and

	 
	 
	developing process

	 
	 
	Human Capital performance indicators

	 
	 
	Personal and organizational learning and

	 
	 
	Development

	
	
	

	
	
	


	 
	Talent Attraction & Retention 
	Coverage of employees through predefined

	 
	 
	performance appraisal process

	 
	 
	Percentage of performance related

	 
	 
	compensation for each employee category

	 
	 
	Balance of variable compensation based on

	 
	 
	corporate and individual performance

	 
	 
	Corporate Indicators for performance-related compensation

	 
	 
	Type of individual performance appraisal

	 
	 
	Communication of individual performance to upper management

	 
	 
	Payout type of total performance-related

	 
	 
	Compensation

	 
	 
	Trend of employee satisfaction

	 
	 
	MSA Talent Attraction & Retention

	 
	Labor Practice Indicators
	 Grievance Resolution

	 
	 
	Labor KPIs

	 
	 
	MSA: Labor Practice Indicators

	 
	Corporate Citizenship and Philanthropy
	Group Wide Strategy – financial focus 
Input

	 
	
	Measuring benefits

	 
	 
	Type of Philanthropic activities

	 
	Social Reporting*
	 Assurance

	 
	 
	Coverage

	 
	 
	Social Reporting; Qualitative Data

	 
	 
	Social Reporting; Quantitative Data

	 
	Industry Specific
	 Social Integration, Occupational Health &

	 
	 
	Safety, Healthy Living, Bioethics, Standard for

	 
	 
	Suppliers, etc.

	 
	 
	MSA: selected Industry Specific Criteria

	 
	* criteria assessed based on publicly available information only
	 


Appendix II – Industry dummy variables

	2-digit SIC
	Description
	Dummy Variable
	N

	10
	Metal mining
	MINING
	3

	13
	Oil and gas extraxtion
	CONSTRUC
	7

	15
	General building contractors
	CONSTRUC
	1

	16
	Heavy construction - other than building
	CONSTRUC
	2

	20
	Food and kindred products
	MANUF
	7

	22
	Textile mill products
	MANUF
	2

	23
	Apparel and other textile products
	MANUF
	2

	25
	Furniture and fixtures
	MANUF
	1

	26
	Paper and allied products
	MANUF
	4

	27
	Printing and publishing 
	MANUF
	1

	28
	Chemicals and allied products
	MANUF
	21

	29
	Petroleum and coal products
	MANUF
	4

	30
	Rubber and miscellaneous plastics products
	MANUF
	3

	32
	Stone, clay and glass products
	MANUF
	5

	33
	Primary metal industries
	MANUF
	4

	35
	Industrial machinery and equipement
	MANUF
	8

	36
	Electronic and other electric equipement
	MANUF
	12

	37
	Transportation equipement
	MANUF
	6

	38
	Instruments and related products
	MANUF
	6

	39
	Miscellaneous manufacturing products
	MANUF
	2

	40
	Railroad transportation
	TRANSP
	2

	44
	Water transportation
	TRANSP
	1

	45
	Transportation by air
	TRANSP
	2

	48
	Communication
	TRANSP
	9

	49
	Electric, gas and sanitary services
	TRANSP
	19

	50
	Wholesale trade - durable goods
	WHOLES
	3

	51
	Wholesale trade - nondurable goods
	WHOLES
	4

	53
	General merchandise stores
	RETAIL
	1

	54
	Food stores
	RETAIL
	2

	56
	Apparel and accessory stores
	RETAIL
	1

	58
	Eating and drinking places
	RETAIL
	2

	59
	Miscellaneous retail
	RETAIL
	1

	60
	Depository institutions
	FININS
	22

	62
	Security and commodity brokers
	FININS
	2

	63
	Insurance carriers
	FININS
	14

	65
	Real estate
	FININS
	1

	67
	Holding and other investment offices
	FININS
	5

	70
	Hotels and other lodging places
	SERVICE
	1

	73
	Business services
	SERVICE
	5

	79
	Amusement and recreation services
	SERVICE
	1

	87
	Engineering and management services
	SERVICE
	1

	 
	 
	Total
	200


Appendix III – Country dummy variables 
	 
	Country
	Dummy variable 
	N

	1
	Australia
	AUS
	12

	2
	Austria
	AUT
	2

	3
	Belgium
	BEL
	2

	4
	Brazil
	BRA
	5

	5
	Canada
	CAN
	9

	6
	Denmark
	DNK
	5

	7
	Finland
	FIN
	5

	8
	France
	FRA
	12

	9
	Germany
	DEU
	16

	10
	Greece
	GRC
	1

	11
	Hong Kong
	HKG
	2

	12
	Ireland
	IRL
	1

	13
	Italy
	ITA
	7

	14
	Japan
	JPN
	30

	15
	Netherlands
	NLD
	6

	16
	Norway
	NOR
	4

	17
	Portugal
	PRT
	1

	18
	South Africa
	ZAF
	3

	19
	Spain
	ESP
	7

	20
	Sweden
	SWE
	8

	21
	Switzerland
	CHE
	9

	22
	Taiwan
	TWN
	1

	23
	United Kingdom
	GBR
	27

	24
	United States
	USA
	25

	 
	 
	Total
	200


Appendix IV – Variables 
	
	Measure
	Calculation
	Source

	Independent variables
	ROAi: Return on assets of company i
	 Net income

 Total assets


	Thomson one banker

	
	ROEi: Return on equity of company i
	Net income – Preferred dividends

Total common equity


	Thomson one banker

	
	ROSi: Return on sales of company i
	Operating income
Net sales 

	Thomson one banker

	
	P/Bi: Price-to-book ratio of company i
	Market price-Year end
   Book value per share


	Thomson one banker

	
	P/Ei: Price-to-earnings ratio of company i
	Market price-Year end
Earnings per share


	Thomson one banker

	Dependent variable
	CSRi: CSR performance score of company i
	The scores are collected from a confidential database. The performance scores are calculated by analysts from the SAM Research Institute.
	Database obtained from supervisor dr. K.Maas

	Control variables 
	SIZEi: Size of company i
	Natural logarithm of total assets and total sales
	Thomson one banker

	
	RISKi: Debt of asset ratios of company i
	Total debt

Total assets


	Thomson one banker

	
	INDi: Industry of company i
	Dummy variable, industries are grouped in eight categories on basis of their SIC code
	Thomson one banker

	
	COUNTRYi: The country of company i
	Dummy variable, country are coded on basis of ISO 3166-1 codes
	Thomson one banker


Appendix V – Correlations

	Correlations 2002

	 
	 
	CSR
	ROA
	ROE
	ROS
	PB
	PE
	RISK
	Assets
	Sales

	CSR
	Pearson Correlation
	1
	,091
	,004
	,130
	,029
	-,019
	,011
	,064
	,110

	
	Sig. (2-tailed)
	 
	,200
	,950
	,067
	,681
	,784
	,879
	,371
	,121

	ROA
	Pearson Correlation
	,091
	1
	,728**
	,448**
	,538**
	,245**
	-,230**
	-,448**
	-,261**

	
	Sig. (2-tailed)
	,200
	 
	,000
	,000
	,000
	,000
	,001
	,000
	,000

	ROE
	Pearson Correlation
	,004
	,728**
	1
	,374**
	,691**
	,236**
	-,154*
	-,234**
	-,144*

	
	Sig. (2-tailed)
	,950
	,000
	 
	,000
	,000
	,001
	,030
	,001
	,042

	ROS
	Pearson Correlation
	,130
	,448**
	,374**
	1
	,233**
	,108
	,087
	-,182*
	-,415**

	
	Sig. (2-tailed)
	,067
	,000
	,000
	 
	,001
	,129
	,222
	,010
	,000

	PB
	Pearson Correlation
	,029
	,538**
	,691**
	,233**
	1
	,144*
	-,201**
	-,271**
	-,065

	
	Sig. (2-tailed)
	,681
	,000
	,000
	,001
	 
	,042
	,004
	,000
	,357

	PE
	Pearson Correlation
	-,019
	,245**
	,236**
	,108
	,144*
	1
	-,005
	-,075
	,010

	
	Sig. (2-tailed)
	,784
	,000
	,001
	,129
	,042
	 
	,945
	,293
	,887

	RISK
	Pearson Correlation
	,011
	-,230**
	-,154*
	,087
	-,201**
	-,005
	1
	,094
	,072

	
	Sig. (2-tailed)
	,879
	,001
	,030
	,222
	,004
	,945
	 
	,186
	,309

	Assets
	Pearson Correlation
	,064
	-,448**
	-,234**
	-,182*
	-,271**
	-,075
	,094
	1
	,751**

	
	Sig. (2-tailed)
	,371
	,000
	,001
	,010
	,000
	,293
	,186
	 
	,000

	Sales
	Pearson Correlation
	,110
	-,261**
	-,144*
	-,415**
	-,065
	,010
	,072
	,751**
	1

	
	Sig. (2-tailed)
	,121
	,000
	,042
	,000
	,357
	,887
	,309
	,000
	 

	** correlation is significant at the 0,01 level (2-tailed)
	
	
	
	


	Correlations 2004

	 
	 
	CSR
	ROA
	ROE
	ROS
	PB
	PE
	RISK
	Assets
	Sales

	CSR
	Pearson Correlation
	1
	,234**
	,108
	,049
	,093
	,021
	-,039
	,017
	,223**

	
	Sig. (2-tailed)
	 
	,001
	,130
	,490
	,188
	,770
	,588
	,814
	,002

	ROA
	Pearson Correlation
	,234**
	1
	,596**
	,393**
	,591**
	-,013
	-,356**
	-,525**
	-,230**

	
	Sig. (2-tailed)
	,001
	 
	,000
	,000
	,000
	,856
	,000
	,000
	,001

	ROE
	Pearson Correlation
	,108
	,596**
	1
	,294**
	,642**
	-,150*
	-,129
	-,113
	-,012

	
	Sig. (2-tailed)
	,130
	,000
	 
	,000
	,000
	,034
	,068
	,110
	,861

	ROS
	Pearson Correlation
	,049
	,393**
	,294**
	1
	,273**
	-,064
	-,018
	-,041
	-,364**

	
	Sig. (2-tailed)
	,490
	,000
	,000
	 
	,000
	,371
	,802
	,560
	,000

	PB
	Pearson Correlation
	,093
	,591**
	,642**
	,273**
	1
	,220**
	-,213**
	-,276**
	-,103

	
	Sig. (2-tailed)
	,188
	,000
	,000
	,000
	 
	,002
	,002
	,000
	,145

	PE
	Pearson Correlation
	,021
	-,013
	-,150*
	-,064
	,220**
	1
	-,025
	-,170*
	-,039

	
	Sig. (2-tailed)
	,770
	,856
	,034
	,371
	,002
	 
	,724
	,016
	,585

	RISK
	Pearson Correlation
	-,039
	-,356**
	-,129
	-,018
	-,213**
	-,025
	1
	,128
	-,010

	
	Sig. (2-tailed)
	,588
	,000
	,068
	,802
	,002
	,724
	 
	,071
	,887

	Assets
	Pearson Correlation
	,017
	-,525**
	-,113
	-,041
	-,276**
	-,170*
	,128
	1
	,742**

	
	Sig. (2-tailed)
	,814
	,000
	,110
	,560
	,000
	,016
	,071
	 
	,000

	Sales
	Pearson Correlation
	,223**
	-,230**
	-,012
	-,364**
	-,103
	-,039
	-,010
	,742**
	1

	
	Sig. (2-tailed)
	,002
	,001
	,861
	,000
	,145
	,585
	,887
	,000
	 

	** correlation is significant at the 0,01 level (2-tailed)
	
	
	
	


	Correlations 2006

	 
	 
	CSR
	ROA
	ROE
	ROS
	PB
	PE
	RISK
	Assets
	Sales

	CSR
	Pearson Correlation
	1
	,083
	,061
	,081
	-,047
	-,013
	-,010
	,194**
	,328**

	
	Sig. (2-tailed)
	 
	,242
	,390
	,253
	,510
	,858
	,889
	,006
	,000

	ROA
	Pearson Correlation
	,083
	1
	,638**
	,396**
	,571**
	,034
	-,310**
	-,463**
	-,198**

	
	Sig. (2-tailed)
	,242
	 
	,000
	,000
	,000
	,636
	,000
	,000
	,005

	ROE
	Pearson Correlation
	,061
	,638**
	1
	,353**
	,599**
	-,116
	-,142*
	-,005
	,078

	
	Sig. (2-tailed)
	,390
	,000
	 
	,000
	,000
	,103
	,045
	,945
	,269

	ROS
	Pearson Correlation
	,081
	,396**
	,353**
	1
	,191**
	-,120
	,003
	-,036
	-,296**

	
	Sig. (2-tailed)
	,253
	,000
	,000
	 
	,007
	,091
	,967
	,610
	,000

	PB
	Pearson Correlation
	-,047
	,571**
	,599**
	,191**
	1
	,043
	-,198**
	-,387**
	-,205**

	
	Sig. (2-tailed)
	,510
	,000
	,000
	,007
	 
	,544
	,005
	,000
	,004

	PE
	Pearson Correlation
	-,013
	,034
	-,116
	-,120
	,043
	1
	,035
	-,211**
	-,147*

	
	Sig. (2-tailed)
	,858
	,636
	,103
	,091
	,544
	 
	,618
	,003
	,038

	RISK
	Pearson Correlation
	-,010
	-,310**
	-,142*
	,003
	-,198**
	,035
	1
	,158*
	-,016

	
	Sig. (2-tailed)
	,889
	,000
	,045
	,967
	,005
	,618
	 
	,026
	,818

	Assets
	Pearson Correlation
	,194**
	-,463**
	-,005
	-,036
	-,387**
	-,211**
	,158*
	1
	,773**

	
	Sig. (2-tailed)
	,006
	,000
	,945
	,610
	,000
	,003
	,026
	 
	,000

	Sales
	Pearson Correlation
	,328**
	-,198**
	,078
	-,296**
	-,205**
	-,147*
	-,016
	,773**
	1

	
	Sig. (2-tailed)
	,000
	,005
	,269
	,000
	,004
	,038
	,818
	,000
	 

	** correlation is significant at the 0,01 level (2-tailed)
	
	
	
	


	Correlations 2008

	 
	 
	CSR
	ROA
	ROE
	ROS
	PB
	PE
	RISK
	Assets
	Sales

	CSR
	Pearson Correlation
	1
	-,007
	,037
	,037
	-,020
	-,056
	,022
	,265**
	,353**

	
	Sig. (2-tailed)
	
	,922
	,599
	,600
	,776
	,433
	,757
	,000
	,000

	ROA
	Pearson Correlation
	-,007
	1
	,786**
	,619**
	,655**
	,202**
	-,148*
	-,366**
	-,127

	
	Sig. (2-tailed)
	,922
	
	,000
	,000
	,000
	,004
	,037
	,000
	,073

	ROE
	Pearson Correlation
	,037
	,786**
	1
	,656**
	,650**
	,225**
	-,010
	-,350**
	-,095

	
	Sig. (2-tailed)
	,599
	,000
	
	,000
	,000
	,001
	,884
	,000
	,180

	ROS
	Pearson Correlation
	,037
	,619**
	,656**
	1
	,382**
	,161*
	,005
	-,358**
	-,330**

	
	Sig. (2-tailed)
	,600
	,000
	,000
	
	,000
	,023
	,942
	,000
	,000

	PB
	Pearson Correlation
	-,020
	,655**
	,650**
	,382**
	1
	,171*
	,018
	-,354**
	-,159*

	
	Sig. (2-tailed)
	,776
	,000
	,000
	,000
	
	,015
	,799
	,000
	,025

	PE
	Pearson Correlation
	-,056
	,202**
	,225**
	,161*
	,171*
	1
	,081
	-,094
	-,050

	
	Sig. (2-tailed)
	,433
	,004
	,001
	,023
	,015
	
	,254
	,187
	,481

	RISK
	Pearson Correlation
	,022
	-,148*
	-,010
	,005
	,018
	,081
	1
	,013
	-,069

	
	Sig. (2-tailed)
	,757
	,037
	,884
	,942
	,799
	,254
	
	,860
	,329

	Assets
	Pearson Correlation
	,265**
	-,366**
	-,350**
	-,358**
	-,354**
	-,094
	,013
	1
	,743**

	
	Sig. (2-tailed)
	,000
	,000
	,000
	,000
	,000
	,187
	,860
	
	,000

	Sales
	Pearson Correlation
	,353**
	-,127
	-,095
	-,330**
	-,159*
	-,050
	-,069
	,743**
	1

	
	Sig. (2-tailed)
	,000
	,073
	,180
	,000
	,025
	,481
	,329
	,000
	

	** correlation is significant at the 0,01 level (2-tailed)
	
	
	
	


	Correlations 2009

	 
	 
	CSR
	ROA
	ROE
	ROS
	PB
	PE
	RISK
	Assets
	Sales

	CSR
	Pearson Correlation
	1
	,042
	,082
	,135
	,116
	,051
	,046
	,179*
	,302**

	
	Sig. (2-tailed)
	 
	,556
	,246
	,056
	,101
	,470
	,522
	,011
	,000

	ROA
	Pearson Correlation
	,042
	1
	,846**
	,485**
	,493**
	,041
	-,172*
	-,252**
	-,066

	
	Sig. (2-tailed)
	,556
	 
	,000
	,000
	,000
	,560
	,015
	,000
	,351

	ROE
	Pearson Correlation
	,082
	,846**
	1
	,510**
	,516**
	,053
	-,088
	-,132
	,006

	
	Sig. (2-tailed)
	,246
	,000
	 
	,000
	,000
	,459
	,213
	,063
	,937

	ROS
	Pearson Correlation
	,135
	,485**
	,510**
	1
	,407**
	,046
	,016
	-,145*
	-,176*

	
	Sig. (2-tailed)
	,056
	,000
	,000
	 
	,000
	,517
	,817
	,041
	,013

	PB
	Pearson Correlation
	,116
	,493**
	,516**
	,407**
	1
	,012
	,019
	-,263**
	-,087

	
	Sig. (2-tailed)
	,101
	,000
	,000
	,000
	 
	,867
	,795
	,000
	,222

	PE
	Pearson Correlation
	,051
	,041
	,053
	,046
	,012
	1
	-,034
	-,107
	-,042

	
	Sig. (2-tailed)
	,470
	,560
	,459
	,517
	,867
	 
	,632
	,133
	,552

	RISK
	Pearson Correlation
	,046
	-,172*
	-,088
	,016
	,019
	-,034
	1
	,067
	-,009

	
	Sig. (2-tailed)
	,522
	,015
	,213
	,817
	,795
	,632
	 
	,349
	,897

	Assets
	Pearson Correlation
	,179*
	-,252**
	-,132
	-,145*
	-,263**
	-,107
	,067
	1
	,741**

	
	Sig. (2-tailed)
	,011
	,000
	,063
	,041
	,000
	,133
	,349
	 
	,000

	Sales
	Pearson Correlation
	,302**
	-,066
	,006
	-,176*
	-,087
	-,042
	-,009
	,741**
	1

	
	Sig. (2-tailed)
	,000
	,351
	,937
	,013
	,222
	,552
	,897
	,000
	 

	** correlation is significant at the 0,01 level (2-tailed)
	
	
	
	


Appendix VI ( Model summary

	Model Summary - Dependent variable ROA

	
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	2002
	1
	,091a
	,008
	,003
	5,72196

	
	2
	,511b
	,261
	,246
	4,97661

	
	3
	,537c
	,288
	,247
	4,97422

	
	4
	,641d
	,411
	,289
	4,83240

	2004
	1
	,234a
	,055
	,050
	5,17221

	
	2
	,656b
	,430
	,418
	4,04841

	
	3
	,680c
	,462
	,430
	4,00539

	
	4
	,759d
	,576
	,489
	3,79341

	2006
	1
	,083a
	,007
	,002
	6,38185

	
	2
	,570b
	,325
	,311
	5,30046

	
	3
	,634c
	,402
	,367
	5,08391

	
	4
	,724d
	,524
	,426
	4,84084

	2008
	1
	,007a
	,000
	-,005
	6,05897

	
	2
	,444b
	,197
	,181
	5,47114

	
	3
	,544c
	,296
	,254
	5,21916

	
	4
	,650d
	,423
	,304
	5,04215

	2009
	1
	,042a
	,002
	-,003
	6,99588

	 
	2
	,344b
	,118
	,100
	6,62623

	 
	3
	,430c
	,185
	,137
	6,48834

	 
	4
	,594d
	,352
	,219
	6,17223

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


	Model summary - Dependent variable ROE

	 
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	2002
	1
	,004a
	,000
	-,005
	19,93080

	 
	2
	,274b
	,075
	,056
	19,31458

	 
	3
	,317c
	,100
	,048
	19,40116

	 
	4
	,542d
	,294
	,148
	18,34661

	2004
	1
	,108a
	,012
	,007
	13,70757

	 
	2
	,202b
	,041
	,021
	13,60605

	 
	3
	,292c
	,085
	,032
	13,53425

	 
	4
	,502d
	,252
	,098
	13,05894

	2006
	1
	,061a
	,004
	-,001
	11,64190

	 
	2
	,177b
	,031
	,012
	11,56671

	 
	3
	,338c
	,114
	,063
	11,26447

	 
	4
	,507d
	,257
	,104
	11,01317

	2008
	1
	,007a
	,000
	-,005
	6,05897

	 
	2
	,444b
	,197
	,181
	5,47114

	 
	3
	,544c
	,296
	,254
	5,21916

	 
	4
	,650d
	,423
	,304
	5,04215

	2009
	1
	,082a
	,007
	,002
	16,85249

	 
	2
	,226b
	,051
	,031
	16,60013

	 
	3
	,317c
	,100
	,048
	16,46057

	 
	4
	,550d
	,303
	,159
	15,46673

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


	Model summary - Dependent variable ROS

	 
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	2002
	1
	,130a
	,017
	,012
	10,41606

	 
	2
	,505b
	,255
	,240
	9,13470

	 
	3
	,621c
	,386
	,350
	8,44975

	 
	4
	,688d
	,473
	,365
	8,35188

	2004
	1
	,049a
	,002
	-,003
	9,46637

	 
	2
	,552b
	,305
	,291
	7,96315

	 
	3
	,648c
	,419
	,385
	7,41106

	 
	4
	,728d
	,530
	,433
	7,11821

	2006
	1
	,081a
	,007
	,002
	9,50806

	 
	2
	,485b
	,236
	,220
	8,40394

	 
	3
	,679c
	,460
	,429
	7,19109

	 
	4
	,740d
	,548
	,455
	7,02314

	2008
	1
	,037a
	,001
	-,004
	17,26831

	 
	2
	,435b
	,189
	,172
	15,68011

	 
	3
	,458c
	,210
	,164
	15,76301

	 
	4
	,580d
	,337
	,200
	15,41568

	2009
	1
	,135a
	,018
	,013
	11,17921

	 
	2
	,265b
	,070
	,051
	10,96404

	 
	3
	,441c
	,194
	,147
	10,39371

	 
	4
	,581d
	,337
	,201
	10,06125

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


	Model summary - Dependent variable price-to-book ratio

	 
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	2002
	1
	,029a
	,001
	-,004
	2,66307

	 
	2
	,386b
	,149
	,132
	2,47653

	 
	3
	,456c
	,208
	,162
	2,43286

	 
	4
	,614d
	,377
	,249
	2,30351

	2004
	1
	,093a
	,009
	,004
	2,24354

	 
	2
	,356b
	,126
	,108
	2,12231

	 
	3
	,389c
	,152
	,102
	2,12995

	 
	4
	,544d
	,296
	,151
	2,07129

	2006
	1
	,047a
	,002
	-,003
	1,94409

	 
	2
	,429b
	,184
	,167
	1,77197

	 
	3
	,476c
	,227
	,181
	1,75642

	 
	4
	,620d
	,384
	,257
	1,67334

	2008
	1
	,020a
	,000
	-,005
	1,56786

	 
	2
	,390b
	,152
	,135
	1,45514

	 
	3
	,409c
	,167
	,118
	1,46875

	 
	4
	,593d
	,352
	,219
	1,38274

	2009
	1
	,116a
	,013
	,009
	2,00039

	 
	2
	,338b
	,114
	,096
	1,91036

	 
	3
	,356c
	,127
	,076
	1,93126

	 
	4
	,567d
	,321
	,181
	1,81801

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


	Model summary - Dependent variable price-to-earnings ratio

	 
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	2002
	1
	,019a
	,000
	-,005
	27,40143

	 
	2
	,127b
	,016
	-,004
	27,39131

	 
	3
	,260c
	,068
	,013
	27,15751

	 
	4
	,371d
	,138
	-,040
	27,88159

	2004
	1
	,021a
	,000
	-,005
	15,51370

	 
	2
	,215b
	,046
	,027
	15,27024

	 
	3
	,308c
	,095
	,042
	15,15138

	 
	4
	,490d
	,240
	,084
	14,81590

	2006
	1
	,013a
	,000
	-,005
	21,40714

	 
	2
	,227b
	,051
	,032
	21,01203

	 
	3
	,376c
	,141
	,091
	20,36021

	 
	4
	,515d
	,265
	,114
	20,10545

	2008
	1
	,056a
	,003
	-,002
	19,83474

	 
	2
	,138b
	,019
	-,001
	19,82647

	 
	3
	,184c
	,034
	-,023
	20,03821

	 
	4
	,420d
	,176
	,007
	19,74891

	2009
	1
	,051a
	,003
	-,002
	30,00796

	 
	2
	,136b
	,019
	-,002
	29,99513

	 
	3
	,236c
	,056
	,000
	29,96525

	 
	4
	,439d
	,192
	,026
	29,57936

	a. Predictors: (Constant), CSR

	b. Predictors: (Constant), CSR, Risk, Assets, Sales

	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry

	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country


Appendix VII ( ANOVA 

	ANOVA - Dependent variable ROA

	 
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	2002
	1
	Regression
	54,108
	1
	54,108
	1,653
	,200a

	 
	
	Residual
	6482,688
	198
	32,741
	 
	 

	 
	
	Total
	6536,796
	199
	 
	 
	 

	 
	2
	Regression
	1707,303
	4
	426,826
	17,234
	,000b

	 
	
	Residual
	4829,493
	195
	24,767
	 
	 

	 
	
	Total
	6536,796
	199
	 
	 
	 

	 
	3
	Regression
	1885,142
	11
	171,377
	6,926
	,000c

	 
	
	Residual
	4651,655
	188
	24,743
	 
	 

	 
	
	Total
	6536,796
	199
	 
	 
	 

	 
	4
	Regression
	2683,707
	34
	78,933
	3,380
	,000d

	 
	
	Residual
	3853,089
	165
	23,352
	 
	 

	 
	
	Total
	6536,796
	199
	 
	 
	 

	2004
	1
	Regression
	307,647
	1
	307,647
	11,500
	,001a

	 
	
	Residual
	5296,855
	198
	26,752
	 
	 

	 
	
	Total
	5604,502
	199
	 
	 
	 

	 
	2
	Regression
	2408,532
	4
	602,133
	36,739
	,000b

	 
	
	Residual
	3195,970
	195
	16,390
	 
	 

	 
	
	Total
	5604,502
	199
	 
	 
	 

	 
	3
	Regression
	2588,385
	11
	235,308
	14,667
	,000c

	 
	
	Residual
	3016,118
	188
	16,043
	 
	 

	 
	
	Total
	5604,502
	199
	 
	 
	 

	 
	4
	Regression
	3230,161
	34
	95,005
	6,602
	,000d

	 
	
	Residual
	2374,341
	165
	14,390
	 
	 

	 
	
	Total
	5604,502
	199
	 
	 
	 

	2006
	1
	Regression
	56,125
	1
	56,125
	1,378
	,242a

	 
	
	Residual
	8064,148
	198
	40,728
	 
	 

	 
	
	Total
	8120,274
	199
	 
	 
	 

	 
	2
	Regression
	2641,779
	4
	660,445
	23,508
	,000b

	 
	
	Residual
	5478,494
	195
	28,095
	 
	 

	 
	
	Total
	8120,274
	199
	 
	 
	 

	 
	3
	Regression
	3261,207
	11
	296,473
	11,471
	,000c

	 
	
	Residual
	4859,067
	188
	25,846
	 
	 

	 
	
	Total
	8120,274
	199
	 
	 
	 

	 
	4
	Regression
	4253,705
	34
	125,109
	5,339
	,000d

	 
	
	Residual
	3866,568
	165
	23,434
	 
	 

	 
	
	Total
	8120,274
	199
	 
	 
	 

	2008
	1
	Regression
	,349
	1
	,349
	,009
	,922a

	 
	
	Residual
	7268,802
	198
	36,711
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	2
	Regression
	1432,144
	4
	358,036
	11,961
	,000b

	 
	
	Residual
	5837,006
	195
	29,933
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	3
	Regression
	2148,094
	11
	195,281
	7,169
	,000c

	 
	
	Residual
	5121,056
	188
	27,240
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	4
	Regression
	3074,306
	34
	90,421
	3,557
	,000d

	 
	
	Residual
	4194,844
	165
	25,423
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	2009
	1
	Regression
	,349
	1
	,349
	,009
	,922a

	 
	
	Residual
	7268,802
	198
	36,711
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	2
	Regression
	1432,144
	4
	358,036
	11,961
	,000b

	 
	
	Residual
	5837,006
	195
	29,933
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	3
	Regression
	2712,427
	13
	208,648
	8,517
	,000c

	 
	
	Residual
	4556,723
	186
	24,499
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	4
	Regression
	3522,523
	36
	97,848
	4,257
	,000d

	 
	
	Residual
	3746,628
	163
	22,985
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	
	a. Predictors: (Constant), CSR
	

	
	b. Predictors: (Constant), CSR, Risk, Assets, Sales
	

	
	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry
	

	
	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country
	


	ANOVA - Dependent variable ROE

	 
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	2002
	1
	Regression
	1,541
	1
	1,541
	,004
	,950a

	 
	
	Residual
	78652,864
	198
	397,237
	 
	 

	 
	
	Total
	78654,405
	199
	 
	 
	 

	 
	2
	Regression
	5909,042
	4
	1477,261
	3,960
	,004b

	 
	
	Residual
	72745,363
	195
	373,053
	 
	 

	 
	
	Total
	78654,405
	199
	 
	 
	 

	 
	3
	Regression
	7890,244
	11
	717,295
	1,906
	,041c

	 
	
	Residual
	70764,160
	188
	376,405
	 
	 

	 
	
	Total
	78654,405
	199
	 
	 
	 

	 
	4
	Regression
	23115,711
	34
	679,874
	2,020
	,002d

	 
	
	Residual
	55538,693
	165
	336,598
	 
	 

	 
	
	Total
	78654,405
	199
	 
	 
	 

	2004
	1
	Regression
	435,346
	1
	435,346
	2,317
	,130a

	 
	
	Residual
	37203,701
	198
	187,897
	 
	 

	 
	
	Total
	37639,047
	199
	 
	 
	 

	 
	2
	Regression
	1539,772
	4
	384,943
	2,079
	,085b

	 
	
	Residual
	36099,274
	195
	185,124
	 
	 

	 
	
	Total
	37639,047
	199
	 
	 
	 

	 
	3
	Regression
	3201,991
	11
	291,090
	1,589
	,105c

	 
	
	Residual
	34437,056
	188
	183,176
	 
	 

	 
	
	Total
	37639,047
	199
	 
	 
	 

	 
	4
	Regression
	9500,625
	34
	279,430
	1,639
	,022d

	 
	
	Residual
	28138,422
	165
	170,536
	 
	 

	 
	
	Total
	37639,047
	199
	 
	 
	 

	2006
	1
	Regression
	100,663
	1
	100,663
	,743
	,390a

	 
	
	Residual
	26835,718
	198
	135,534
	 
	 

	 
	
	Total
	26936,381
	199
	 
	 
	 

	 
	2
	Regression
	847,563
	4
	211,891
	1,584
	,180b

	 
	
	Residual
	26088,818
	195
	133,789
	 
	 

	 
	
	Total
	26936,381
	199
	 
	 
	 

	 
	3
	Regression
	3081,377
	11
	280,125
	2,208
	,016c

	 
	
	Residual
	23855,004
	188
	126,888
	 
	 

	 
	
	Total
	26936,381
	199
	 
	 
	 

	 
	4
	Regression
	6923,550
	34
	203,634
	1,679
	,018d

	 
	
	Residual
	20012,831
	165
	121,290
	 
	 

	 
	
	Total
	26936,381
	199
	 
	 
	 

	2008
	1
	Regression
	,349
	1
	,349
	,009
	,922a

	 
	
	Residual
	7268,802
	198
	36,711
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	2
	Regression
	1432,144
	4
	358,036
	11,961
	,000b

	 
	
	Residual
	5837,006
	195
	29,933
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	3
	Regression
	2148,094
	11
	195,281
	7,169
	,000c

	 
	
	Residual
	5121,056
	188
	27,240
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	 
	4
	Regression
	3074,306
	34
	90,421
	3,557
	,000d

	 
	
	Residual
	4194,844
	165
	25,423
	 
	 

	 
	
	Total
	7269,150
	199
	 
	 
	 

	2009
	1
	Regression
	383,992
	1
	383,992
	1,352
	,246a

	 
	
	Residual
	56233,255
	198
	284,006
	 
	 

	 
	
	Total
	56617,247
	199
	 
	 
	 

	 
	2
	Regression
	2882,183
	4
	720,546
	2,615
	,037b

	 
	
	Residual
	53735,064
	195
	275,564
	 
	 

	 
	
	Total
	56617,247
	199
	 
	 
	 

	 
	3
	Regression
	5678,556
	11
	516,232
	1,905
	,041c

	 
	
	Residual
	50938,692
	188
	270,950
	 
	 

	 
	
	Total
	56617,247
	199
	 
	 
	 

	 
	4
	Regression
	17145,979
	34
	504,294
	2,108
	,001d

	 
	
	Residual
	39471,268
	165
	239,220
	 
	 

	 
	
	Total
	56617,247
	199
	 
	 
	 

	
	a. Predictors: (Constant), CSR
	

	
	b. Predictors: (Constant), CSR, Risk, Assets, Sales
	

	
	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry
	

	
	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country
	


	ANOVA - Dependent variable ROS

	 
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	2002
	1
	Regression
	368,798
	1
	368,798
	3,399
	,067a

	 
	
	Residual
	21481,869
	198
	108,494
	 
	 

	 
	
	Total
	21850,667
	199
	 
	 
	 

	 
	2
	Regression
	5579,334
	4
	1394,834
	16,716
	,000b

	 
	
	Residual
	16271,332
	195
	83,443
	 
	 

	 
	
	Total
	21850,667
	199
	 
	 
	 

	 
	3
	Regression
	8427,805
	11
	766,164
	10,731
	,000c

	 
	
	Residual
	13422,861
	188
	71,398
	 
	 

	 
	
	Total
	21850,667
	199
	 
	 
	 

	 
	4
	Regression
	10341,275
	34
	304,155
	4,360
	,000d

	 
	
	Residual
	11509,392
	165
	69,754
	 
	 

	 
	
	Total
	21850,667
	199
	 
	 
	 

	2004
	1
	Regression
	42,844
	1
	42,844
	,478
	,490a

	 
	
	Residual
	17743,216
	198
	89,612
	 
	 

	 
	
	Total
	17786,060
	199
	 
	 
	 

	 
	2
	Regression
	5420,769
	4
	1355,192
	21,371
	,000b

	 
	
	Residual
	12365,291
	195
	63,412
	 
	 

	 
	
	Total
	17786,060
	199
	 
	 
	 

	 
	3
	Regression
	7460,390
	11
	678,217
	12,348
	,000c

	 
	
	Residual
	10325,669
	188
	54,924
	 
	 

	 
	
	Total
	17786,060
	199
	 
	 
	 

	 
	4
	Regression
	9425,692
	34
	277,226
	5,471
	,000d

	 
	
	Residual
	8360,367
	165
	50,669
	 
	 

	 
	
	Total
	17786,060
	199
	 
	 
	 

	2006
	1
	Regression
	118,621
	1
	118,621
	1,312
	,253a

	 
	
	Residual
	17899,825
	198
	90,403
	 
	 

	 
	
	Total
	18018,446
	199
	 
	 
	 

	 
	2
	Regression
	4246,339
	4
	1061,585
	15,031
	,000b

	 
	
	Residual
	13772,107
	195
	70,626
	 
	 

	 
	
	Total
	18018,446
	199
	 
	 
	 

	 
	3
	Regression
	8296,630
	11
	754,239
	14,585
	,000c

	 
	
	Residual
	9721,815
	188
	51,712
	 
	 

	 
	
	Total
	18018,446
	199
	 
	 
	 

	 
	4
	Regression
	9879,894
	34
	290,585
	5,891
	,000d

	 
	
	Residual
	8138,552
	165
	49,325
	 
	 

	 
	
	Total
	18018,446
	199
	 
	 
	 

	2008
	1
	Regression
	82,562
	1
	82,562
	,277
	,599a

	 
	
	Residual
	59042,535
	198
	298,195
	 
	 

	 
	
	Total
	59125,097
	199
	 
	 
	 

	 
	2
	Regression
	11181,244
	4
	2795,311
	11,369
	,000b

	 
	
	Residual
	47943,853
	195
	245,866
	 
	 

	 
	
	Total
	59125,097
	199
	 
	 
	 

	 
	3
	Regression
	12412,272
	11
	1128,388
	4,541
	,000c

	 
	
	Residual
	46712,825
	188
	248,472
	 
	 

	 
	
	Total
	59125,097
	199
	 
	 
	 

	 
	4
	Regression
	19913,960
	34
	585,705
	2,465
	,000d

	 
	
	Residual
	39211,137
	165
	237,643
	 
	 

	 
	
	Total
	59125,097
	199
	 
	 
	 

	2009
	1
	Regression
	460,470
	1
	460,470
	3,685
	,056a

	 
	
	Residual
	24745,018
	198
	124,975
	 
	 

	 
	
	Total
	25205,488
	199
	 
	 
	 

	 
	2
	Regression
	1764,522
	4
	441,130
	3,670
	,007b

	 
	
	Residual
	23440,966
	195
	120,210
	 
	 

	 
	
	Total
	25205,488
	199
	 
	 
	 

	 
	3
	Regression
	4896,005
	11
	445,091
	4,120
	,000c

	 
	
	Residual
	20309,482
	188
	108,029
	 
	 

	 
	
	Total
	25205,488
	199
	 
	 
	 

	 
	4
	Regression
	8502,729
	34
	250,080
	2,470
	,000d

	 
	
	Residual
	16702,759
	165
	101,229
	 
	 

	 
	
	Total
	25205,488
	199
	 
	 
	 

	
	a. Predictors: (Constant), CSR
	

	
	b. Predictors: (Constant), CSR, Risk, Assets, Sales
	

	
	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry
	

	
	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country
	


	ANOVA - Dependent variable price-to-book ratio

	 
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	2002
	1
	Regression
	1,203
	1
	1,203
	,170
	,681a

	 
	
	Residual
	1404,209
	198
	7,092
	 
	 

	 
	
	Total
	1405,411
	199
	 
	 
	 

	 
	2
	Regression
	209,437
	4
	52,359
	8,537
	,000b

	 
	
	Residual
	1195,975
	195
	6,133
	 
	 

	 
	
	Total
	1405,411
	199
	 
	 
	 

	 
	3
	Regression
	292,680
	11
	26,607
	4,495
	,000c

	 
	
	Residual
	1112,732
	188
	5,919
	 
	 

	 
	
	Total
	1405,411
	199
	 
	 
	 

	 
	4
	Regression
	529,898
	34
	15,585
	2,937
	,000d

	 
	
	Residual
	875,513
	165
	5,306
	 
	 

	 
	
	Total
	1405,411
	199
	 
	 
	 

	2004
	1
	Regression
	8,782
	1
	8,782
	1,745
	,188a

	 
	
	Residual
	996,632
	198
	5,033
	 
	 

	 
	
	Total
	1005,413
	199
	 
	 
	 

	 
	2
	Regression
	127,091
	4
	31,773
	7,054
	,000b

	 
	
	Residual
	878,322
	195
	4,504
	 
	 

	 
	
	Total
	1005,413
	199
	 
	 
	 

	 
	3
	Regression
	152,519
	11
	13,865
	3,056
	,001c

	 
	
	Residual
	852,895
	188
	4,537
	 
	 

	 
	
	Total
	1005,413
	199
	 
	 
	 

	 
	4
	Regression
	297,525
	34
	8,751
	2,040
	,002d

	 
	
	Residual
	707,888
	165
	4,290
	 
	 

	 
	
	Total
	1005,413
	199
	 
	 
	 

	2006
	1
	Regression
	1,644
	1
	1,644
	,435
	,510a

	 
	
	Residual
	748,342
	198
	3,780
	 
	 

	 
	
	Total
	749,985
	199
	 
	 
	 

	 
	2
	Regression
	137,708
	4
	34,427
	10,964
	,000b

	 
	
	Residual
	612,277
	195
	3,140
	 
	 

	 
	
	Total
	749,985
	199
	 
	 
	 

	 
	3
	Regression
	170,002
	11
	15,455
	5,010
	,000c

	 
	
	Residual
	579,983
	188
	3,085
	 
	 

	 
	
	Total
	749,985
	199
	 
	 
	 

	 
	4
	Regression
	287,974
	34
	8,470
	3,025
	,000d

	 
	
	Residual
	462,012
	165
	2,800
	 
	 

	 
	
	Total
	749,985
	199
	 
	 
	 

	2008
	1
	Regression
	,200
	1
	,200
	,082
	,776a

	 
	
	Residual
	486,719
	198
	2,458
	 
	 

	 
	
	Total
	486,919
	199
	 
	 
	 

	 
	2
	Regression
	74,019
	4
	18,505
	8,739
	,000b

	 
	
	Residual
	412,901
	195
	2,117
	 
	 

	 
	
	Total
	486,919
	199
	 
	 
	 

	 
	3
	Regression
	81,362
	11
	7,397
	3,429
	,000c

	 
	
	Residual
	405,557
	188
	2,157
	 
	 

	 
	
	Total
	486,919
	199
	 
	 
	 

	 
	4
	Regression
	171,445
	34
	5,043
	2,637
	,000d

	 
	
	Residual
	315,474
	165
	1,912
	 
	 

	 
	
	Total
	486,919
	199
	 
	 
	 

	2009
	1
	Regression
	10,837
	1
	10,837
	2,708
	,101a

	 
	
	Residual
	792,307
	198
	4,002
	 
	 

	 
	
	Total
	803,144
	199
	 
	 
	 

	 
	2
	Regression
	91,499
	4
	22,875
	6,268
	,000b

	 
	
	Residual
	711,645
	195
	3,649
	 
	 

	 
	
	Total
	803,144
	199
	 
	 
	 

	 
	3
	Regression
	101,949
	11
	9,268
	2,485
	,006c

	 
	
	Residual
	701,195
	188
	3,730
	 
	 

	 
	
	Total
	803,144
	199
	 
	 
	 

	 
	4
	Regression
	257,792
	34
	7,582
	2,294
	,000d

	 
	
	Residual
	545,352
	165
	3,305
	 
	 

	 
	
	Total
	803,144
	199
	 
	 
	 

	
	a. Predictors: (Constant), CSR
	

	
	b. Predictors: (Constant), CSR, Risk, Assets, Sales
	

	
	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry
	

	
	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country
	


	ANOVA - Dependent variable price-to-earnings ratio

	 
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	2002
	1
	Regression
	56,517
	1
	56,517
	,075
	,784a

	 
	
	Residual
	148666,026
	198
	750,839
	 
	 

	 
	
	Total
	148722,543
	199
	 
	 
	 

	 
	2
	Regression
	2417,207
	4
	604,302
	,805
	,523b

	 
	
	Residual
	146305,336
	195
	750,284
	 
	 

	 
	
	Total
	148722,543
	199
	 
	 
	 

	 
	3
	Regression
	10066,787
	11
	915,162
	1,241
	,263c

	 
	
	Residual
	138655,756
	188
	737,531
	 
	 

	 
	
	Total
	148722,543
	199
	 
	 
	 

	 
	4
	Regression
	20454,302
	34
	601,597
	,774
	,809d

	 
	
	Residual
	128268,240
	165
	777,383
	 
	 

	 
	
	Total
	148722,543
	199
	 
	 
	 

	2004
	1
	Regression
	20,679
	1
	20,679
	,086
	,770a

	 
	
	Residual
	47653,655
	198
	240,675
	 
	 

	 
	
	Total
	47674,333
	199
	 
	 
	 

	 
	2
	Regression
	2204,174
	4
	551,044
	2,363
	,055b

	 
	
	Residual
	45470,159
	195
	233,180
	 
	 

	 
	
	Total
	47674,333
	199
	 
	 
	 

	 
	3
	Regression
	4516,242
	11
	410,567
	1,788
	,058c

	 
	
	Residual
	43158,091
	188
	229,564
	 
	 

	 
	
	Total
	47674,333
	199
	 
	 
	 

	 
	4
	Regression
	11455,032
	34
	336,913
	1,535
	,041d

	 
	
	Residual
	36219,301
	165
	219,511
	 
	 

	 
	
	Total
	47674,333
	199
	 
	 
	 

	2006
	1
	Regression
	14,627
	1
	14,627
	,032
	,858a

	 
	
	Residual
	90736,604
	198
	458,266
	 
	 

	 
	
	Total
	90751,231
	199
	 
	 
	 

	 
	2
	Regression
	4657,640
	4
	1164,410
	2,637
	,035b

	 
	
	Residual
	86093,591
	195
	441,506
	 
	 

	 
	
	Total
	90751,231
	199
	 
	 
	 

	 
	3
	Regression
	12818,092
	11
	1165,281
	2,811
	,002c

	 
	
	Residual
	77933,139
	188
	414,538
	 
	 

	 
	
	Total
	90751,231
	199
	 
	 
	 

	 
	4
	Regression
	24053,401
	34
	707,453
	1,750
	,011d

	 
	
	Residual
	66697,830
	165
	404,229
	 
	 

	 
	
	Total
	90751,231
	199
	 
	 
	 

	2008
	1
	Regression
	242,641
	1
	242,641
	,617
	,433a

	 
	
	Residual
	77896,523
	198
	393,417
	 
	 

	 
	
	Total
	78139,165
	199
	 
	 
	 

	 
	2
	Regression
	1486,841
	4
	371,710
	,946
	,439b

	 
	
	Residual
	76652,323
	195
	393,089
	 
	 

	 
	
	Total
	78139,165
	199
	 
	 
	 

	 
	3
	Regression
	2651,547
	11
	241,050
	,600
	,827c

	 
	
	Residual
	75487,618
	188
	401,530
	 
	 

	 
	
	Total
	78139,165
	199
	 
	 
	 

	 
	4
	Regression
	13785,935
	34
	405,469
	1,040
	,419d

	 
	
	Residual
	64353,229
	165
	390,020
	 
	 

	 
	
	Total
	78139,165
	199
	 
	 
	 

	2009
	1
	Regression
	471,354
	1
	471,354
	,523
	,470a

	 
	
	Residual
	178294,554
	198
	900,478
	 
	 

	 
	
	Total
	178765,908
	199
	 
	 
	 

	 
	2
	Regression
	3322,891
	4
	830,723
	,923
	,451b

	 
	
	Residual
	175443,017
	195
	899,708
	 
	 

	 
	
	Total
	178765,908
	199
	 
	 
	 

	 
	3
	Regression
	9957,620
	11
	905,238
	1,008
	,441c

	 
	
	Residual
	168808,288
	188
	897,916
	 
	 

	 
	
	Total
	178765,908
	199
	 
	 
	 

	 
	4
	Regression
	34401,090
	34
	1011,797
	1,156
	,271d

	 
	
	Residual
	144364,818
	165
	874,938
	 
	 

	 
	
	Total
	178765,908
	199
	 
	 
	 

	
	a. Predictors: (Constant), CSR
	

	
	b. Predictors: (Constant), CSR, Risk, Assets, Sales
	

	
	c. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry
	

	
	d. Predictors: (Constant), CSR, Risk, Assets, Sales, Industry, Country
	


Appendix VIII– Summary of literature 
	Authors
	Object of study
	Sample
	Methodology
	Results 

	Alexander and Buchholz (1978) 
	The researchers investigated the relationship between stock market performance and social responsibility. 
	- 40 firms

- 1970 – 1974
	- Social responsibility rankings from the of Vance (1975) 

- Stock market performance on a risk-adjusted basis. 
	The results suggest that there is no significant relationship between stock market performance and social responsibility. 

(0) 

	Aras et al. (2010) 
	The objective is to investigate the relationship between corporate social responsibility (CSR) and firm financial performance. 
	- 40 firms listed on the Istanbul Stock Exchange (ISE)

- 2005 – 2007

 
	- Content analysis of social and environmental disclosures. 

- Accounting based measures of profitability.
	The authors were not able to find any significant relationship between corporate social responsibility and financial performance. However, they found a correlation between firm size and corporate social responsibility. 

(0)

	Boyle et al. (1997) 
	The performance of firms that formed the Defense Industries Initiative (DII) was compared with that of a control group of non DII defense firms.  
	- 25 signers of the DII and 39 non-signers. 

- 6 month period

- 18 month period
	- Event study 

- Stock market performance
	The results indicated that the market reacted negatively on the formation of the DII. 

(-) 

	Buys et al. (2010) 
	This study analyzes the financial performance of firms adopting the Dow Jones Sustainability Index (DJSI) criteria. 
	- 240 North American companies, of which 120 DJSI firms and 120 non-DJSI firms.

- 1999 - 2007
	-  Accounting based measures obtained from Standard & Poor Compustat database.
	The authors conclude a statistically significant positive relationship between a firms financial performance and the adoption of DJSI criteria. 

	Cochran and Wood (1984) 
	To examine the relationship between corporate social responsibility (CSR) and financial performance. 
	- 40 firms

- 1970 – 1979
	- Reputation index for measuring CSR

- Accounting based measures. 
	The reported results suggest that the average asset age is highly correlated with social responsible ranking. The results also provide evidence for a significant positive relation between corporate social responsibility and financial performance. 

(+)

	Freedman and Jaggi (1988) 
	The objective of the study is to examine whether pollution disclosures are influenced by the economic performance of the firms. 
	- Firms belonging to four high polluting industries.  

- 1973 - 1974
	- Pollution disclosure index

- Accounting ratios for economic performance. 
	They concluded no significant relationship between the extensiveness of pollution disclosures and economic performance for total sample, exept for the oil refinery industry group.  

(-) 

	Lopez et al. (2007)
	The link between business performance and corporate social responsibility.
	- 110 European firms, two groups 55, one control group. 

- 1998 - 2004
	- Dow Jones Sustainablity Index (DJSI)

- Accounting ratio’s of profit. 
	They findings suggest a negative relation between business performance and CSR. They also find that the effect that the negative effect diminish over time. 

(-) 

	Margolish et al. (2007)
	Testing the empirical link between corporate social performance (CSP) and corporate financial performance (CFP).
	-  192 effects  revealed of    

167  studies.
	A meta-analysis.
	The results show a positive but small relation between corporate social performance and corporate financial performance. 

(+)

	McWilliams and Siegel (2000)
	The link between corporate social reporting (CSR) and Research & Development (R&D).
	-  524 firms

-  1991 – 1996
	- Domini 400 Social Index (DSI 400) from the firm Kinder, Lydenberg, Domini (KLD) for measuring CSR 

- R&D measure from Compustat 

- Financial accounting measures from Compustat 
	They find evidence that corporate social reporting and R&D are highly correlated. Taking this into account, corporate social responsibility has a neutral impact on financial performance. 

(0)

	Orlitzky et al. (2003) 
	Testing the empirical link between corporate social/environmental performance (CSP) and corporate financial performance (CFP). 
	- 52 studies 
	A meta-analysis. 
	The meta-analytic findings suggest that social responsibility, and environmental to a lesser extent, is likely to pay off, as there seems to be a moderate positive association. 

(+)

	Preston and O’Bannon (1997)
	This research test the relationship between indicators of social performance and financial performance. 
	-  67 U.S companies

- 1982 – 1992
	- Ratings from Fortune Magazine

- Financial accounting measures from Compustat
	They find ‘overwhelming’ evidence of a positive relationship between social and financial performance indicators. 

(+)

	Shane and Spicer (1983)


	To investigate whether security price movements are associated with externally produced information about companies pollution performance. 
	- 58 firms  

- Six day period surrounding the publication of CEP reports. 
	- Stock price movements. 
	The findings indicate that the CEP firms experienced, on average, relatively large negative abnormal returns in the two days before publication of CEP reports. They also find that companies having low pollution-control performance rankings, have significantly more negative returns than companies with high rankings on the day of publishing the CEP reports. 

(+)

	Vance (1975)


	The relation between social responsibility and stock value performance.
	-   50 firms

-   1972 – 1972


	- Rating scores of surveys. 300 Business student and 86 corporate staffers were polled.

- Change in stock price value 
	Vance concluded a negative correlation between social responsibility and stock value performance. 

(-)

	Waddock and Graves (1997)
	The link between corporate social performance and financial performance. 
	- 469 companies

- 1989 - 1990
	- Various financial accounting measures. 

- CSP index, based on eight CSP attributes used by the firm Kinder, Lydenberg, Domini (KLD).
	They found a positive linkage between CSP and financial performance. CSP was both a dependent and independent variable. 
(+)

	Wagner 

(2005) 
	The longer-term relationship between environmental and economic performance and the influence of corporate strategies on this relationship. 


	- Firms from four European countries in the pulp and paper-manufacturing sector.
	- Variables for environmental performances, such as emissions of SO2, NOx, COD, energy input, water input, all per tonne of  paper produced.  

- Accounting based measures for profitability.  
	A negative relationship between environmental and economic performance is found. The results also indicate that firms with pollution-oriented corporate environmental strategies, the relationship is more positive, thus making improvements in corporate sustainability likely.

(-) 
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� http://www.sustainability-index.com/07_htmle/assessment/infosources.html, 10 April 2011


�  E.SG Performance areas = environmental, social and governance.


� Source: http://www.investopedia.com/video/play/price-to-earnings-ratio, 3-8-2011


� Source: http://www.investopedia.com/university/ratios/debtasset.asp, 3-8-2011
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