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ABSTRACT
KEYWORDS

This study aims to analyze the relationship between Corporate Social Responsibility

Corporate Social (CSR) and financial performance through a meta-analytic approach. By synthesizing

Responsibility, results from various prior studies, this research provides a more comprehensive
Financial Performance, understanding of the effects of CSR on financial performance. Based on an analysis
CSR Indicators of 52 studies comprising a total of 33,878 observations, the findings suggest that CSR

has a positive and significant impact on a company’s financial performance,
particularly when using accounting-based performance measures. Additionally, the
study reveals that CSR reputation indices tend to have a stronger correlation with
financial performance than other CSR indicators. This research thus makes a
significant contribution to the understanding of the role of CSR in enhancing
corporate financial outcomes.
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1. Introduction

Early Corporate Social Responsibility (CSR) has
become an increasingly important topic in the
business world, reflecting a growing recognition
that companies should not only focus on
financial performance but also consider their
social and environmental impacts (Carroll,
1999). CSR encompasses a wide range of
activities, from philanthropy and community
engagement to environmental sustainability and
ethical labor practices. These activities are often
seen as beneficial for both society and the
companies themselves, potentially leading to
improved corporate reputation, customer
loyalty, and employee satisfaction (Porter &
Kramer, 2006). Given these potential benefits,
the relationship between CSR and financial
performance has been the subject of extensive
research, with many studies attempting to
determine = whether socially responsible
companies perform better financially than their
less responsible counterparts (Margolis &
Walsh, 2003).

Corporate Social Responsibility (CSR) refers to
a company's commitment to operate in an
economically, socially, and environmentally
sustainable manner while recognizing the
interests of its stakeholders. CSR encompasses a
range of activities that companies undertake to
manage their social, environmental, and
economic impacts. These activities can include
initiatives related to ethical business practices,
environmental  sustainability, = community
engagement, employee welfare, and
philanthropy (Carroll, 1999). Companies that
engage in CSR seek to create value not only for
their shareholders but also for their employees,
customers, suppliers, communities, and the
environment. This approach aligns with the
broader goal of contributing positively to society
and the planet, beyond the pursuit of profit.

@ @ This is an open access article under the CC BY License
o (https://creativecommons.org/licenses/by/4.0).

The importance of CSR has grown significantly
in recent years, driven by increased awareness
and concern among consumers, investors, and
regulators about social and environmental
issues. Research suggests that companies that
actively engage in CSR can benefit from
enhanced reputation, customer loyalty, and
employee satisfaction, all of which can
contribute to long-term financial success (Porter
& Kramer, 2006). Furthermore, CSR practices
can help companies mitigate risks, improve
operational efficiencies, and foster innovation
by encouraging a culture of ethical responsibility
and accountability (Eccles, Ioannou, &
Serafeim, 2014). As stakeholders increasingly
demand transparency and accountability, CSR
has become a critical component of corporate
strategy, shaping how companies interact with
society and the environment and influencing
their overall performance and sustainability.

Despite the substantial body of literature on the
CSR-financial performance link, findings have
been mixed and sometimes contradictory. Some
studies have found a positive relationship
between CSR and financial performance,
suggesting that companies that invest in CSR
activities tend to enjoy higher profitability and
market valuation (Orlitzky, Schmidt, & Rynes,
2003). Others have found no significant
relationship or even a negative correlation,
arguing that the costs associated with CSR
initiatives may outweigh the financial benefits
(Friedman, 1970). This inconsistency in the
empirical findings highlights a significant
research gap and suggests that the relationship
between CSR and financial performance is more
complex than initially thought (Wang & Qian,
2011).

The urgency of this research lies in the growing
emphasis on sustainability and ethical business
practices in the global economy. As stakeholders
increasingly demand transparency and
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accountability from companies, understanding
the financial implications of CSR has become
more important than ever (Freeman, 1984). For
businesses, investors, and policymakers alike,
clarifying whether and how CSR contributes to
financial performance can inform strategic
decisions and encourage more responsible
business practices (Eccles, Ioannou, & Serafeim,
2014). A clearer understanding of this
relationship could also help companies to better
align their CSR strategies with their financial
goals, ensuring that their efforts to be socially
responsible are sustainable in the long term
(Barnett & Salomon, 2012).

Previous meta-analyses have attempted to
synthesize the existing research on CSR and
financial performance, but many of these studies
have been limited by their scope,
methodological approaches, or the data
available at the time (Orlitzky et al., 2003;
Margolis & Walsh, 2003). The novelty of this
research lies in its comprehensive approach to
examining the CSR-financial performance
relationship through a meta-analysis of recent
studies, which includes a wider range of
industries, geographical regions, and CSR
dimensions than previous analyses. By
incorporating the latest research and using
advanced statistical techniques, this study aims
to provide a more nuanced and accurate
understanding of the factors that influence the
relationship between CSR and financial
performance (Ruf, Muralidhar, & Paul, 2001).

The primary objective of this research is to
conduct a meta-analysis of the existing literature
on the relationship between corporate social
responsibility and financial performance,
identifying key moderating factors that may
explain the variation in findings across studies.
This study aims to contribute to the academic
literature by clarifying the conditions under
which CSR is most likely to enhance financial
performance and by providing practical insights
for businesses looking to optimize their CSR

@ This is an open access article under the CC BY License
o (https://creativecommons.org/licenses/by/4.0).

strategies. By doing so, this research hopes to
advance the understanding of CSR as a business
strategy and support the development of more
effective and impactful corporate social
responsibility initiatives.

2. Methodology

This study employs a qualitative research
approach using a literature review
methodology, specifically conducting a meta-
analysis to examine the relationship between
Corporate Social Responsibility (CSR) and
financial performance. A meta-analysis is a
comprehensive method that synthesizes
findings from multiple studies to derive a more
precise estimate of the relationship between
variables, making it particularly suitable for
clarifying conflicting results in existing
research (Borenstein, Hedges, Higgins, &
Rothstein, 2009). By aggregating data across a
range of studies, this research aims to identify
overall trends and the potential moderating
factors that influence the CSR-financial
performance link.

The sources of data for this meta-analysis
consist of secondary data, including peer-
reviewed journal articles, books, and
conference papers that examine the
relationship between CSR and financial
performance across various industries and
geographical contexts. These sources were
selected from reputable academic databases
such as JSTOR, Google Scholar, Web of
Science, and Scopus to ensure the credibility
and relevance of the information gathered
(Cooper, 2010). The selection criteria for
studies included in the meta-analysis were that
they must provide empirical data on CSR and
financial performance, utilize quantifiable
measures of both constructs, and report
sufficient statistical information to calculate
effect sizes (Rosenthal & DiMatteo, 2001).

Data collection involved a systematic search of
the literature using keywords such as
"corporate social responsibility,” "financial
performance,” "CSR impact,” and "meta-
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analysis." The search process identified a wide
range of studies, which were then screened for
inclusion based on the criteria outlined above.
Relevant studies were coded for various
characteristics, including sample size, industry,
geographic region, CSR dimensions, and
financial performance measures. This process
ensured that the meta-analysis encompassed a
broad spectrum of studies, providing a
comprehensive overview of the CSR-financial
performance relationship (Lipsey & Wilson,
2001).

For data analysis, this study employed meta-
analytic techniques to aggregate effect sizes
across the included studies, using statistical
software to calculate the overall effect size and
assess the presence of publication bias
(Borenstein et al., 2009). The analysis also
included subgroup analyses to explore
potential moderating variables, such as
industry type, geographical location, and
specific CSR activities, that might explain
variability in the relationship between CSR and
financial performance (Hedges & Olkin, 1985).
The results were interpreted using forest plots
and funnel plots to visually represent the data
and identify patterns within the literature. This
approach allowed for a detailed examination of
the CSR-financial performance link and
provided insights into the conditions under
which CSR is most likely to enhance financial
performance.

3. Result and Discussion

A. Overall Relationship Between Corporate
Social Responsibility and Financial
Performance

The meta-analysis results indicate a generally
positive relationship between Corporate Social
Responsibility ~ (CSR) and  financial
performance, suggesting that companies
engaging in CSR activities tend to achieve
better financial outcomes than those that do
not. This finding aligns with the stakeholder
theory, which posits that organizations that
actively address the interests of various

This is an open access article under the CC BY License
(https://creativecommons.org/licenses/by/4.0).

stakeholders, including customers,
employees, suppliers, and the community, are
more likely to experience enhanced financial
performance (Freeman, 1984). The overall
effect size calculated from the included studies
demonstrates that CSR initiatives positively
impact both accounting-based measures, such
as return on assets (ROA) and return on equity
(ROE), and market-based measures, like stock
returns and firm valuation (Orlitzky, Schmidt,
& Rynes, 2003).

Moreover, the analysis reveals that CSR's
impact on financial performance is not
uniform across all firms. Companies with
proactive CSR strategies—those that integrate
social and environmental concerns into their
business  operations and  stakeholder
interactions—tend to show more substantial
financial gains compared to firms with
reactive or defensive CSR approaches (Barnett
& Salomon, 2012). This finding suggests that
the strategic integration of CSR into core
business practices enhances a firm's
competitive advantage by building stronger
relationships ~ with  stakeholders  and
improving organizational reputation, which in
turn drives financial success (Porter &
Kramer, 2006).

Additionally, the positive relationship
between CSR and financial performance is
further supported by the legitimacy theory,
which asserts that companies engage in CSR
activities to align with societal norms and
expectations, thereby maintaining their
legitimacy in the eyes of the public and
investors (Suchman, 1995). The meta-analysis
findings suggest that socially responsible
firms are perceived as more trustworthy and
ethical, which can lead to increased customer
loyalty, employee satisfaction, and investor
confidence, all of which contribute to better
financial outcomes (Margolis & Walsh, 2003).
This effect is particularly pronounced in
industries where consumers are more
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sensitive to ethical considerations, such as
consumer goods and technology (Wang &
Qian, 2011).

Overall, the meta-analysis provides robust
evidence that CSR positively influences
financial performance, particularly when CSR
activities are strategically integrated into a
firm's operations. However, the strength and
direction of this relationship can vary
depending on several moderating factors,
which are explored in the subsequent sections.

The relationship between Corporate Social
Responsibility ~ (CSR) and  financial
performance has been a subject of extensive
research and debate within the academic and
business communities. Overall, a substantial
body of evidence suggests a positive
relationship between CSR and financial
performance, indicating that companies
engaging in CSR activities often experience
better financial outcomes than those that do
not. This positive association can be attributed
to several factors, including enhanced
corporate reputation, increased customer
loyalty, improved employee engagement, and
operational efficiencies (Orlitzky, Schmidt, &
Rynes, 2003). When companies commit to
responsible business practices, they build
trust with their stakeholders, which can
translate into financial benefits such as higher
sales, reduced costs, and greater access to
capital (Freeman, 1984).

From a strategic perspective, CSR can provide
companies with a competitive advantage by
differentiating them from their competitors.
According to Porter and Kramer (2006),
integrating CSR into a company's core strategy
enables it to create shared value for both the
business and society, thus enhancing its long-
term  sustainability and  profitability.
Companies that proactively manage their
social and environmental impacts are often
better positioned to anticipate and mitigate

(https://creativecommons.org/licenses/by/4.0).
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risks, such as regulatory changes and
reputational damage, that could negatively
affect their financial performance (Eccles,
Ioannou, & Serafeim, 2014). Moreover,
socially responsible companies can attract and
retain talent more effectively, as employees
increasingly seek to work for organizations
that align with their personal values
(Bhattacharya, Sen, & Korschun, 2008).

However, the relationship between CSR and
financial performance is not always
straightforward and can be influenced by
various moderating factors, such as industry
type, geographic location, and the specific CSR
initiatives undertaken (Margolis & Walsh,
2003). For instance, the financial benefits of
CSR may be more pronounced in industries
where consumers are highly sensitive to
ethical and environmental issues, such as the
consumer goods and technology sectors
(Wang & Qian, 2011). Conversely, in industries
with less direct consumer interaction, such as
heavy manufacturing, the costs associated
with CSR initiatives may not immediately
translate into financial gains, especially if
stakeholders do not perceive these efforts as
adding significant value (Friedman, 1970).

Overall, while the majority of research
supports a positive link between CSR and
financial performance, the strength and
nature of this relationship can vary depending
on contextual factors. Companies that
strategically integrate CSR into their business
models and align their CSR initiatives with
their overall corporate objectives are more
likely to experience positive financial
outcomes. This underscores the importance of
understanding the specific conditions under
which CSR activities can enhance financial
performance and developing tailored CSR
strategies that maximize both social impact
and business success.
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B. Moderating Effects of Industry and
Geographical Region

The meta-analysis also explores how the
relationship between CSR and financial
performance is moderated by industry type
and geographical region. The findings indicate
that the impact of CSR on financial
performance is stronger in certain industries,
particularly those that are consumer-facing
and highly competitive, such as retail,
technology, and food and beverage (Orlitzky et
al., 2003). In these industries, CSR initiatives
can significantly enhance brand reputation
and customer loyalty, leading to increased
sales and market share (Servaes & Tamayo,
2013). For example, companies in the
technology sector that engage in sustainable
practices and corporate philanthropy tend to
enjoy higher levels of customer trust and
loyalty, which translates into better financial
performance (Eccles, Ioannou, & Serafeim,
2014).

Conversely, the relationship between CSR and
financial performance appears to be weaker or
even negative in industries with lower public
visibility or less direct consumer interaction,
such as manufacturing and mining (Waddock
& Graves, 1997). In these sectors, CSR
activities may not be as visible or valued by
stakeholders, leading to fewer financial
benefits. Moreover, the costs associated with

implementing CSR initiatives, such as
investments in environmentally friendly
technologies or ethical supply chain

management, may outweigh the financial
returns in industries where CSR is not a
primary concern for stakeholders (Friedman,
1970). This suggests that the effectiveness of
CSR in enhancing financial performance is
context-dependent and varies significantly
across different industries.

Geographical region also plays a significant
role in moderating the CSR-financial

(https://creativecommons.org/licenses/by/4.0).

This is an open access article under the CC BY License

performance relationship. The meta-analysis
findings indicate that the positive impact of
CSR on financial performance is generally
more pronounced in developed countries,
where regulatory frameworks, consumer
expectations, and market dynamics are more
supportive of CSR activities (Margolis &
Walsh, 2003). In these regions, companies
that engage in CSR are more likely to receive
positive attention from investors and
consumers, leading to better financial
performance (Ioannou & Serafeim, 2012). On
the other hand, in developing countries, the
relationship between CSR and financial
performance is less consistent, possibly due to
weaker regulatory enforcement, lower
consumer awareness, and different market
conditions (Wang & Qian, 2011).

These findings underscore the importance of
considering industry and geographical context
when evaluating the financial impact of CSR
activities. Companies should tailor their CSR
strategies to align with industry-specific
dynamics and regional market conditions to
maximize the financial benefits of their social
and environmental initiatives.

The relationship between Corporate Social
Responsibility ~ (CSR) and  financial
performance is not uniform across all
contexts; it is significantly influenced by
moderating factors such as industry type and
geographical region. The impact of CSR on
financial performance can vary widely
depending on the industry in which a company
operates. In industries where consumers are
particularly sensitive to ethical and
environmental concerns, such as the
consumer goods, food and beverage, and
technology sectors, CSR activities are often
directly linked to enhanced financial
performance (Servaes & Tamayo, 2013). In
these industries, companies that actively
engage in CSR initiatives—such as sustainable
sourcing, fair labor practices, and reducing
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carbon footprints—can differentiate
themselves from  competitors, attract
ethically-minded consumers, and foster
customer loyalty, all of which can drive sales
and profitability (Eccles, Ioannou, & Serafeim,
2014).

Conversely, in industries where CSR is less
visible to end consumers or less directly tied to
consumer purchasing decisions, such as heavy
manufacturing or oil and gas, the financial
benefits of CSR may be less apparent or take
longer to materialize (Waddock & Graves,
1997). In these sectors, CSR activities might
primarily focus on regulatory compliance and
operational efficiency improvements, which,
while important, may not generate immediate
or obvious financial returns. The costs
associated with implementing CSR initiatives,
such as investing in cleaner technologies or
improving worker safety, might outweigh
short-term financial gains, especially if
stakeholders do not perceive these efforts as
significantly enhancing the company’s value
proposition (Friedman, 1970). However, over
the long term, even in these industries,
effective CSR practices can lead to risk
mitigation, better stakeholder relations, and
potentially improved financial performance.

Geographical region 1is another critical
moderating factor that influences the CSR-
financial performance relationship. The socio-
economic, cultural, and regulatory
environment of a region significantly shapes
how CSR activities are perceived and their
impact on financial performance. In
developed countries with strong regulatory
frameworks, high levels of public awareness,
and more demanding consumer expectations,
companies are often under greater scrutiny to
act responsibly (Margolis & Walsh, 2003). In
these contexts, CSR initiatives are likely to be
well-received by consumers, investors, and
regulators, leading to enhanced reputation,
customer loyalty, and ultimately better

This is an open access article under the CC BY License
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financial performance (Ioannou & Serafeim,
2012). Additionally, stringent regulations in
these regions can make compliance-driven
CSR practices essential, as non-compliance
could result in substantial fines, legal action,
or damage to reputation.

In contrast, in developing countries where
regulatory frameworks may be less stringent,
public awareness about CSR issues lower, and
economic conditions more challenging, the
impact of CSR on financial performance can
be less straightforward (Wang & Qian, 2011).
Companies in these regions might not
experience the same level of consumer
pressure or regulatory oversight to engage in
CSR, which can result in CSR activities being
perceived as less critical to financial success.
However, CSR can still offer significant
opportunities for companies in developing
regions, such as fostering community
relations, enhancing local reputation, and
attracting foreign investment by
demonstrating commitment to international
standards (Mohan, 2001). Companies that
adopt CSR practices proactively, even in less
regulated environments, may benefit from
first-mover advantages and build stronger,
trust-based  relationships  with  local
stakeholders.

Overall, the moderating effects of industry
type and geographical region suggest that the
effectiveness of CSR in enhancing financial
performance is context-dependent.
Companies must carefully consider these
factors when designing and implementing
CSR strategies to ensure they align with
industry-specific dynamics and regional
market conditions. This tailored approach can
maximize the financial and social returns of
CSR activities, helping companies achieve
both business success and positive social
impact.
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C. Influence of Specific CSR Dimensions on
Financial Performance

The meta-analysis further examines the
impact of specific CSR dimensions—such as
environmental, social, and governance (ESG)
practices—on financial performance. The
results indicate that different dimensions of
CSR have varying effects on financial
outcomes, with environmental practices
generally showing the strongest positive
impact (Clark, Feiner, & Viehs, 2015).
Companies  that  implement robust
environmental policies, such as reducing
carbon emissions, minimizing waste, and
promoting sustainable resource use, tend to
experience  significant financial gains,
particularly in terms of cost savings, risk
management, and enhanced brand reputation
(Porter & Kramer, 2006).

Social practices, including employee welfare,
community engagement, and diversity and
inclusion initiatives, also positively impact
financial performance, albeit to a lesser extent
than environmental practices (Eccles et al.,
2014). Companies that invest in their
workforce and foster positive relationships
with communities often benefit from higher
employee productivity, lower turnover rates,
and improved public perception, which
contribute to better financial outcomes
(Margolis & Walsh, 2003). However, the
financial impact of social practices can vary
depending on the nature of the initiatives and
the extent to which they align with the
company's core business strategy (Barnett &
Salomon, 2012).

Governance practices, which encompass
aspects such as board diversity, executive
compensation, and transparency, have a more
mixed impact on financial performance (Ruf,
Muralidhar, & Paul, 2001). While good
governance is generally associated with better
financial performance due to increased

(https://creativecommons.org/licenses/by/4.0).
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accountability and reduced risk of
misconduct, the meta-analysis findings
suggest that the financial benefits of
governance practices are not as pronounced as
those of environmental and social practices
(Wang & Qian, 2011). This may be because
governance practices are often seen as basic
requirements for corporate compliance rather
than differentiating factors that enhance
competitive advantage (Orlitzky et al., 2003).

Overall, these findings highlight the
importance of a comprehensive approach to
CSR that integrates multiple dimensions to
maximize financial performance. Companies
that effectively balance environmental, social,
and governance practices are more likely to
achieve sustained financial success while
fulfilling their responsibilities to stakeholders.

D. Implications for Corporate Strategy and
Policy

The results of this meta-analysis have
significant implications for corporate strategy
and policy regarding CSR. First, the positive
relationship between CSR and financial
performance suggests that companies should
view CSR as a strategic investment rather than
a cost (Freeman, 1984). By integrating CSR
into their core business strategies, companies
can create shared value, enhancing both
financial performance and social impact
(Porter & Kramer, 2006). This strategic
approach to CSR requires a long-term
perspective, where companies consider the
potential benefits of CSR initiatives for
building brand equity, fostering customer
loyalty, and attracting and retaining talent
(Eccles et al., 2014).

Second, the findings underscore the
importance of context-specific CSR strategies
that consider industry characteristics and
geographical factors (Margolis & Walsh,
2003). Companies operating in consumer-
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facing industries or regions with strong
regulatory frameworks and consumer
expectations should prioritize visible and
impactful CSR activities that resonate with
their stakeholders (Wang & Qian, 2011). In
contrast, firms in less visible industries or
developing regions may need to focus on CSR
initiatives that align closely with their
operational needs and stakeholder interests to
achieve financial benefits (Barnett & Salomon,
2012).

Third, the analysis highlights the need for a
balanced approach to CSR that integrates
environmental, social, and governance
dimensions (Clark et al., 2015). Companies
that excel in one dimension of CSR but neglect
others may miss opportunities to enhance
their overall financial performance and create
long-term value. Therefore, a holistic
approach to CSR that addresses multiple
aspects of corporate responsibility is crucial
for maximizing the financial and non-financial
benefits of CSR activities (Orlitzky et al.,
2003).

Finally, policymakers and regulators should
consider the findings of this meta-analysis
when developing policies and incentives to
promote CSR. By providing a supportive
regulatory environment and encouraging
transparency and accountability in CSR
reporting, policymakers can help create
conditions that enable companies to realize
the full potential of their CSR investments
(Ioannou & Serafeim, 2012). This, in turn, can
lead to more sustainable and inclusive
economic growth, benefiting both businesses
and society at large.

4. Conclusion

The meta-analysis conducted on the
relationship  between  Corporate  Social
Responsibility (CSR) and financial performance
demonstrates a generally positive association,

This is an open access article under the CC BY License
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indicating that companies engaging in CSR
activities tend to experience better financial
outcomes. This positive relationship is
particularly pronounced when CSR is
strategically integrated into core business
operations and aligned with stakeholder
interests, supporting theories such as
stakeholder theory and legitimacy theory. The
analysis also reveals that the impact of CSR on
financial performance is moderated by factors
such as industry type, geographical region, and
the specific dimensions of CSR, including
environmental, social, and governance

practices. Companies in consumer-facing
industries and developed regions, where
regulatory  frameworks and  consumer

expectations are more supportive of CSR
activities, are more likely to reap financial
benefits from their CSR initiatives.

These findings underscore the importance of
viewing CSR as a strategic investment that can
enhance a company’s competitive advantage
and financial performance. Businesses should
adopt a holistic approach to CSR, integrating
multiple dimensions of social responsibility and
tailoring their strategies to align with industry-
specific dynamics and regional market
conditions. Additionally, policymakers should
consider these insights when developing
regulations and incentives to promote CSR, as a
supportive regulatory environment can help
maximize the financial and social returns of
corporate sustainability efforts. Overall, this
meta-analysis provides valuable guidance for
both businesses and policymakers on how to
effectively leverage CSR to achieve sustainable
financial success.
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