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Abstract. After many countries abandoned part of their economic and social
roles, interest in corporate social responsibility has become an urgent and nec-
essary need for what goes back to society and the companies themselves. Many
studies have been conducted linking social responsibility and corporate financial
performance, including a positive, negative, or neutral relationship. Against this
background, this study aims to highlight the importance of corporate social respon-
sibility by summarizing a number of empirical studies that linked corporate social
responsibility to financial performance through knowledge of theoretical concepts
and methods of measuring both variables and then defining a comprehensive con-
ceptual model that illustrates the dimensions of this relationship which can A
number of future researchers benefit from it.
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1 Introduction

The economic system in most countries depends on private sector institutions, which
constitute a considerable percentage. Also, interest in the concept of social responsi-
bility occupies a large area because it is of great importance in reducing economic
and social problems such as poverty and unemployment and reducing environmental
problems such as pollution and the waste of natural resources (Al. Najjar 2016). In the
year 2005, out of every ten dollars, the US invested one in professional management
as a social responsibility, and these investors with social responsibility were very inter-
ested in the responsibility of producing external factors that affect the demand for their
shares; Accordingly, conclude that corporate social responsibility can either increase or
decrease a company’s market value. Therefore, companies must increase their market
value through social schemes and a competitive stock market (Raza et al. 2012). The
social impact of business organizations is a critical issue; therefore, we always find a
prominent issue in the modern business world centered on the consideration of decision-
makers and managers of organizations and the environmental and social factors in their
decisions within institutions (Uadiale and Fagbemi 2012). This paper is crucial as it will
serve as a resource for future researchers to review and develop research that supports
the concept of social responsibility in the business organization sector by highlighting
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several recent studies that link social responsibility and the financial performance of
companies. The profit target for companies is a legitimate right; to achieve this goal;
it must be linked to continuity. This continuity is only achieved if there is a vital incu-
bator for the company, and this incubator is CRS. The study’s significance stems from
explaining why corporate social responsibility is so valuable from the point of view of
different sectors. This study used a literature review approach and evaluated recent quan-
titative literature exploring the relationship between CRS and financial performance and
providing a comprehensive conceptual framework for future researchers. This research
consists of three parts: the first part of the study defines companies’ social responsibility
and financial performance and ways to measure these variables. In the second part, we
discussed the importance of CSR and reviewed several recent articles linking CSR to
CFP. In the last part, we designed a comprehensive conceptual framework clarifying the
relationship between the two variables.

2 Corporate Social Responsibility (CSR)

CRS is one of the most important issues that still dominates the existing literature, and
many definitions of this term contain different points of view (Karagiorgos 2010). Jones
(1980) Social responsibility in business Is the notion that companies have a societal
duty to represent classes other than shareholders beyond what is prescribed by statute
or union contract. The concept of CRS includes incorporating environmental and social
standards into business operations and in their dealings with stakeholders voluntarily
(Uadiale and Fagbemi 2012). The social performance of companies is measured using
annual reports that disclose companies’ environmental and social activities in addition
to some measures such as multi-faceted CC and CSP standards and many international
standards (Alexander and Buchholz 1978).

3 Corporate Financial Performance (CFP)

Financial Performance: Capacity to direct andmanage a business’s resources; during a
certain time frame, a company’s financial performance is the total of its capital adequacy
ratio, liquidity, debt, solvency, and profitability measures. (Fatihudin and Mochklas
2018).

To find out the level of the financial performance of companies, the analysts perform
the financial analysis, which is mean: It is the process of identifying the company’s
strengths and weaknesses by analyzing the financial statements and linking its elements
to each other to extract specific percentages and then comparing the results of the analy-
sis with previous years or comparing them with other companies (Tekatel 2019). There
is no consensus on the measurement tool analysts must apply to measure financial per-
formance. Some use accounting measures that focus on the historical aspects of the
company’s performance, while others focus on market measures that look to the future
and focus on market performance which is the company’s ability to make profits in the
future (Tsoutsoura 2004).
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4 The Importance of Corporate Social Responsibility

Interest in CRS has increased, especially as many countries have given up some of their
economic and service roles (Elasrag 2011). Hence, companies are no longer seen as a
vehicle for making money and delivering goods and services of the highest quality and
at competitive prices. Rather, it is also seen as a tool to help local communities live at a
good level and in a healthy environment (Carrigan andAttalla 2001). Themost important
benefits that companies that adopt the idea of CSR receive are: lowering operating costs,
enhancedquality of production, increasedprofits, enhancement of their overall reputation
in the local community, and several other benefits (Talhouni 2012).In other words, it can
be said that CSR is an investment that returns to companies in increasing profits and
productivity, increasing the loyalty of employees and customers, and reducing disputes
between management and workers and the environment in which they work (Elasrag
2011). Therefore, implementing corporate social responsibility strategies is necessary
to achieve additional benefits for companies by establishing a sustainable business at
all levels: 1- At the level of stakeholders: suppliers, investors, and customers.2- At the
administrative and organizational level: reputation, fame, brand, sales, and profits.3-
Eventually, on the environmental level (Ganescu 2012). From the researcher’s view, the
importance of corporate social responsibility is highlighted by linking it to financial
performance. We will get acquainted with this by highlighting several recent empirical
studies linking social responsibility to financial performance.

5 Literature Review

(Lin et al. 2009) was aimed to study the relationship between corporate social responsi-
bility (CSR) and corporate financial performance (CFP). The research was carried out on
33 companies in Taiwan. These companies were selected according to different require-
ments, the most important of which are those listed on the stock exchange and donated
at least two and a half million Taiwan dollars. The research model contained an inde-
pendent variable, a CRS, “Donations were used as a measure of CSR,” and a dependent
variable, the CFP. The financial performance of companies is divided into two parts:1-
Short-term financial performance “one year” and the Return on Assets “ROA” was used
as an indicator of performance. 2- Long-term financial performance-3years “The Jensen
measure, the amended Jensen measure, the Trey nor measure, the Sharpe measure, and
the MCV measure” were used as financial performance indicators. The study results
showed that social responsibility had no significant positive effect on corporate financial
performance in the short term. However, it has a significant, solid, and positive long-term
effect on corporate financial performance.

(Adeneye and Ahmad 2015) this descriptive-analytical study aimed to study the rela-
tionship between (CSR) as an independent variable, and corporate performance (CP)
as the dependent variable. This study was conducted on a sample consisting of 500
British companies. The data necessary for the study were obtained through the com-
panies’annual and other reports. CSR was measured through the CSR index, while the
following indicators, “market to book value (MBV), company size (Size), and return on
capital employed (ROCE)” were used to measure corporate performance. The results
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showed a strong positive relationship between CSR, MBV, and ROCE. However, the
study did not find any significant connection between CSR and company size.

(Maqbool and Zameer 2018) this article also aimed to study the relationship between
CSR&CFP of Indian banks, so the selected study sample consisted of 28 private and
public banks, and the necessary data for the study was obtained through the annual
reports of companies over a period of ten years (2007–2016). The bank’s activities were
divided into four categories “community, environment, workplace& diverse” tomeasure
the CSR, also the following criteria “Stock Market Return(SMR), Price Earnings (PE),
Return OnAssets(ROA), Return On Equity(ROE), Net Profit (NP)” was used tomeasure
CFP. (Capital Density, Risk, Size, Age) where used as a control variable. The results
clearly showed that corporate social responsibility had a positive impact on the financial
performance of companies.

(AL.Najjar 2016) this study was conducted on 28 companies listed on the Palestine
Stock Exchange to study the relationship between CSR and the CFP. The researcher
used a model consisting of CSR as an independent variable which consisted of four
activities related to human resource development, environmental resource development,
community service, and product quality. The model also contained a dependent variable
that is CFP, and the following indicators “ROE, ROI, ROS, assets turnover, and market
value” were used to measure CFP. The most important results of this study are that social
responsibility activity related to the environment positively affected “ROA, ROE, assets
turnover” the return despite the weakness of social responsibility activities related to the
environment among Palestinian companies; there is no effect of social responsibility on
the market value of companies.

(Akben-Selcuk 2019) this research differed from the previous three studies as it intro-
duced ownership concentration as amoderator variable for the relationship betweenCSR
andCFP; this analysiswas conducted for the period 2014–2018 on 70 non-financial com-
panies listed on the Istanbul StockExchange Index (BIST) 100.CFPwasmeasured by the
return on assets (ROA), while the sustainability index was used as a CSRmeasure which
included high social responsibility companies. In addition, control variables “company
size, leverage, liquidity, exports, diversification, revenue production, and the age of the
organization” were applied when testing this relation. Finally, the results showed that a
positive relationship exists between CSR and CFP, and findings also indicated that this
relationship is negatively moderated by the concentration of ownership.

The study of (Lian et al. 2019) differed from other studies in terms of variables
where the researcher used CSR as a dependent variable and used CFP as a dependent
variable in order to study the relationship between them adding “firm size, leverage
ratio” as control variables. The study was conducted on a sample of listed companies in
Taiwan, and social responsibilitywasmeasured by companies that received theCorporate
Citizenship Award through Commonwealth Magazine. While “ROI, ROA, EPS, and
Gross margin on sales” were used to measure the financial performance of companies.
This study used a quantitative approach, and the findings showed that CSR had a positive
and important relationship with the EPS, but only positive and not important for “ROA,
ROE, and Gross profit margin.”
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6 The Empirical Findings

The previous studies that we reviewed have reached several experimental results that
may be useful for decision-makers, the most important of which is that marketers and
managers within companies must choose their social programs carefully (Lin et al. 2009;
Akben-Selcuk 2019) and the CSR must be integrated into their business strategic plans
(Maqbool and Zameer 2018; Lian et al. 2019) which can consider as a competitive
advantage in the long run for their companies (Adeneye and Ahmad 2015).

7 Conceptual Framework

By reviewing a number of recent experimental studies in pursuit of the relationship
between CSR and CFP, we developed a detailed model (a mixture of previous literature
models examined in this study); this model demonstrates the elements and variables that
can be used by researchers to describe how CSR relates to CFP.

This model developed based on (Lin et al. 2009; Akben-Selcuk 2019; Maqbool and
Zameer 2018; Lian et al. 2019: Adeneye and Ahmad 2015).

8 Conclusion

This study focused on the relationship between CSR and CFP by reviewing several
research studies and concluding the following:

– Each researcher uses different elements and variables than other researchers, depend-
ing on the methods he follows or the available data, because each researcher has a
different style and point of view from other researchers.

– The variable of CSR can include activities undertaken by the organization and the
categories of these activities that differ from one study to another or can consist of
local or international CSR indexes.

– This is also noted because the financial performance variable includes multiple vari-
ables and is categorized into financial or accounting metrics. Their usage depends on
the researcher’s assumptions or the available data quality.
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– Most of the research considers social responsibility as an independent variable and
the financial performance of companies as a dependent variable. Still, we may find
researchers reversing these variables in a study (Lian et al., 2019) where social
responsibility was considered a dependent variable and the financial performance
of companies as the independent variable.

– To clearly define the relationship between CSR and CFP, some researchers may use
control variables (Lian et al., 2019; Akben-Selcuk, 2019; Maqbool & Zameer, 2018;
Adeneye & Ahmad, 2015).

Overall, the previous literature we reviewed in this paper showed a positive associa-
tion between CSR (corporate social responsibility) and CFP (corporate financial results).
Most of the research recommended the necessity of activating corporate social activities
and including them in their strategic plans. The limitation of this study is centered on
the few studies that have been reviewed and their generality. Therefore, future studies
should be based on a larger sample of studies and allocate studies to groups such as
those focused on developed and developing countries or large companies and SMEs,
and compare the results to reach more accurate and generalizable results.
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