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This paper aims to explore past researches that examine the relationship between corporate social responsibility 

(CSR) and financial performance. The researcher intends to conduct researches that examine the relationship 

between CSR and financial performance in Iraq corporations. This paper highlights review of literatures from 

various countries that examine relationships between CSR with financial performance. This paper is based on 

secondary sources which are accumulated from many researches in Malaysia, Australia, UK, Indonesia, Sri Lanka, 

Nigerian, and Jordan. The study uses information generated from literature reviewed from different researchers 

relating to the topic. This method was applied by collecting information from journals and online sources relating to 

the issue under consideration. Regression analysis documents significant evidence to support a positive relationship 

between CSR and financial performance. Evidence suggests that CSR leads to good financial performance in Iraq 

corporations. Findings based on the review revealed that researchers also showed that there was a significant 

positive relationship between CSR practice and financial performance in Iraq corporations. This study focuses on 

disclosures made in the corporate annual reports. This is because the annual report is the common document 

produced by companies on a regular basis and is widely used in prior studies related to CSR. The study provides 

some important insights for our understanding of CSR in developing economies and its effects on financial 

performance in the context of Iraq companies. 
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Introduction  

Corporate social responsibility is an activity done by a company as a solution for a company to consider 

when it comes to improvising their reputation (Burianová & Paulik, 2014; Niresh & Silva, 2018). According to 
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Njeri (2013), investment of the shareholder will be rewarded due to good financial performance. This 

encourages further investments to be made and encourages economic growth. However, poor performance may 

cause failure and severe crisis which may give negative impact on the economic growth. The efficiency of an 

institution and its ability to attain the revenues and profits are measured based on the firm’s performance 

(Ongore & Kusa, 2013).  

In general, CSR has become a global issue to all the organizations around the world. It is a strategy for a 

company to voluntarily integrate the social and environmental matters with their business operation and 

enhance stakeholders’ interaction (McGill, Enquist, Weiher, & Westoby, 2016). Meanwhile, Turker (2009) 

explained that CSR is a relationship between business, environment, and society. CSR covers wide range of 

issues, such as poverty, social equity, human rights, corruptions, and community relationship. In the economic 

aspects, CSR covers the employment issues, growth rate, and even gross domestic product (GDP) (Cheng, 

Ioannou, & Serafeim; Vigneau, Humphreys, & Moon, 2015). 

A firm’s financial performance can be determined from various perspectives as there have been varieties 

of definition related to firm’s performance. According to Harrison and Wicks (2013), financial performance is 

the total value that had been created by the firm based on their activities. It is the sum of the efficacy created for 

each of a firm’s authentic stakeholders. From the accounting point of view, the theory and practice have 

developed a range of possible approaches to the measurement of financial performance (Strouhal, 2015). The 

accounting researchers used profitability as a performance indicator to assess the achievements of the company 

(Nuryaman, 2013; Setiawan & Dermawan, 2011). Financial performance can also be defined as a subjective 

assessment on how well a firm can utilize the asset based on its primary business to generate the revenues. 

Additionally, it is also used as a general measure of the firm’s overall financial status through a certain period 

of time to compare the firms across the same industry or between industries or sectors collectively. 

Framework between CSR and financial performance has been set in order for the company to claim their 

resources (Santoso & Feliana, 2014). Furthermore, with the existence of framework, it has implicitly 

encouraged the company to practice appropriate behaviour, such as their consideration towards the environment 

and awareness on the labour’s relations (Rodriquez-Fernandez, 2016). However, if the companies do not 

comply with the social responsibility, it may lead to the resultant costs which can lead to financial burden, such 

as reducing the profits, and even worse, lack of social awareness upon their entity. In contrast, if the companies 

fulfil the social responsibility policies, they will earn more profits and their social responsible investment will 

help to increase their business incentives. Overall, it can be concluded that investing in CSR can lead to various 

positive outcomes, such as strengthening the financial aspects of the company, reduces fire risk, and can even 

lead to a better long-run growth aspects (Lin, Ho, Ng, & Lee, 2017). .  

Litterateur Review  

This work is placed within the theory of stakeholders, which is widely employed as a framework to 

understand CSR, CSR disclosure, and CSR reporting and its relationship with financial performance (Odriozola 

& Baraibar-Diez, 2017). According to Jeon, Lee, Yang and Kim (2018), the outcome of the previous studies 

has proven that corporate transparency can enhance the firm’s profitability and sustainability.  

Theoretical Framework  

The discussion so far has described the emergence of CSR as a framework for the role of business in 
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society, setting standards of behavior to which companies must subscribe to impact society and environment in 

a positive and a productive manner. The following represents the major theory that supports the practice of 

CSR. 

Stakeholder Theory  

In general, stakeholder theory is a type of theory that had been adopted in CSR and sustainability studies 

and is claimed to be a crucial element in CSR operation (Bondy, Moon, & Matten, 2012; Ado, 2016). They 

comprise of individuals and constituencies that contribute voluntarily and involuntarily to the firms’ wealth and 

activities that leads them as the potential beneficiaries. Besides that, other definition elaborated that 

stakeholders are identifiable group or individuals who can lead to positive achievement to the organization’s 

objectives. Specifically, stakeholders are shareholders, employees, suppliers, consumers, government, media, 

creditors, interest groups, and general public. This theory suggested that superior firm performance can be 

created if the corporations meet the expectations of various stakeholders (Arshad, S. Othman, & R. Othman, 

2012). Generally, stakeholder theory is prioritizing the relationship between an organization and its 

stakeholders. This is because the central idea of the theory is to attain success which depends on the capability 

of the company to sustain their relationship with the stakeholder groups, such as employees, customers, and 

even general public (Niresh & Silva, 2018). 

The Relationship Between CSR and Financial Performance 

This research focuses on the integration between CSR according to the indicators of Global Reporting 

Initiatives and financial performance of Iraqi corporates the scope limited to listed corporate in the Stock 

Exchange of Iraqi. Those companies were selected as the population of the study because they are expected to 

increase stakeholder engagement and CSR disclosure after substantial encouragement from the regulators. Data 

on stakeholder salience and stakeholder engagement were confined to the perception of each of six stakeholder 

groups collected from questionnaires given to companies’ executives. Data on CSR disclosure were confined to 

CSR information regarding the issues related to the perspective of each of the six stakeholder groups disclosed 

in corporate annual reports (Pankeowta, 2012).  

Recently, the United State companies again were used as samples in research about the impact of CSR on 

financial performance conducted by Grigoris (2016). The result also supports findings of previous researchers 

that the higher CSR disclosure score is, the greater financial performance company can has. Positive 

relationship between CSR and financial performance also was witnessed in study conducted by Adeneye and 

Ahmed (2015) who used bivariate and multivariate analysis to analyses data of 500 firms in the United 

Kingdom. As a result of that, authors recommended that UK firms should make more efforts to carry out their 

corporate social responsibilities if they want to increase their financial performance. 

Most CSR studies are based on the western perspectives, practices, and values which are highly related to 

specific interests and the needs of certain groups and situations (Fasanya & Onakoya, 2013; Giannarakis, 

Konteos, Zafeiriou, & Partalidou, 2016). Based on prior studies, many have reported that there have been a 

positive relationship and there had been no single theoretical foundation that shows clear prediction for CSR 

and financial performance relationship. Thus, based on the theoretical and empirical evidence of the past 

studies, this study aims to predict similar outcome that there will be a directional positive relationship between 

CSR and the firm’s financial performance (Saleh, Zulkifli, & Muhamad, 2011; Dhaliwal et al., 2014; Eccles, 
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Ioannou, & Serafeim, 2012; Khaveh, Nikhasemi, Haque, & Yousefi, 2012). 

Meanwhile, corporate responsibility reporting refers as a communication tool used by the companies to 

portray their performance. It is also a tool to allow the managers to evaluate continuous improvement in 

non-financial areas based on the data provided by the companies to the stakeholders. The first step to improve 

the performance is by changing the actual practices of companies in their daily activities and making them 

more responsive to global challenges and community needs. Transparency is, therefore, must be a concept that 

related to reporting in general, particularly reporting on sustainability or corporate responsibility (CSR). 

Companies have been consistently emphasizing the need for transparency due to the growing pressure from the 

regulators, customers, and investors in order to be transparent to the economic, social, and environmental 

dimensions. Thus, it is necessary to promote and report corporate responsibility as it is also a mean to improve 

transparency (Lydenberg, Rogers, & Wood, 2010). 

The prior researches provide no clear and precise relationship between CSR and financial performance. 

The results are mixed and often contradictory. Now, we organize the literature review into different parts, 

exhibiting positive, negative, not significant, or mixed relationship to bring more clarity and make it easier to 

comprehend the nature of association between CSR and corporate financial performance. 

Research Method 

The study used information generated from literature reviewed by different researchers relating to the 

topic. This method was applied by collecting information from journals and online sources relating to the issue 

under consideration.  

Conclusions 

The objective of this paper is to analyze the relationship between corporate social responsibility (CSR) and 

corporate financial performance (CFP). This study concludes from above empirical literature evidences that 

corporate social responsibility (CSR) is highly linked with corporate financial performance (CFP). The number 

of companies who issue CSR reports has significantly increased during the last decade. Various researches have 

been conducted over the last decade for examining the linkage between sustainability reporting and corporate 

financial performance. There also exists a strong theoretical framework in support of CSR reporting, 

encompassing Stakeholder.  

Particularly, 20 studies have been analyzed in this regard. The results are mixed and range from positive, 

to negative, to the statistically insignificant relationship, depending upon the choice of measure of CSR 

reporting (maybe disclosure index scores, independent CSR ratings, dummy variables indicating issue of GRI 

Report, or membership of popular sustainability indices); measure of financial performance (maybe cost of 

capital, accounting-based measures, market-based measures, or mixture of these measures); and sample 

selection (large or small sample size; from developed or developing countries). Out of 20 studies, 11 exhibits 

positive relationship, three show a short-term negative relationship, four show no significant relationship, and 

two studies (most of which used disaggregated approach) provide mixed results. They show that various 

indicators of sustainability (environment, economic, and social) have varying impacts on different measures of 

financial performance. Thus, majority of studies suggest that CSR reporting enhance corporate reputation and 

financial performance as it results in various synergies and benefits accruing to the reporting firm. 
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Table 1   

Positive and Negative Relationship Between CSR and Financial Performance 

No. Studies Result 

1. Greenwald (2010) Positive 

2. Saleh, Zulkifli, & Muhammad (2011) Positive 

3. Dhaliwal et al. (2012) Positive 

4. Eccles et al. (2012) Positive 

5. Khaveh et al. (2012) Positive 

6. Detre and Gunderson (2011) Negative  

7. Khaveh et al. (2012)  Positive 

8. Mohd Taib and Ameer (2012)-UK and US Mixed  

9. Flammer (2015), Positive 

10. Beredugo (2012) Positive 

11. Norhasimah (2015) Positive 

12. Akinlo & Iredele (2014) Positive 

13. Nguyen, N. (2018) Negative  

14. Adams et al. (2012)-US No significant 

15. Lopez et al. (2007) Negative 

16. Bayoud et al. (2012)-Libya Mixed  

17. Humphrey et al. (2012)-UK No significant 

18. Niresh and Silva (2018) Positive 

19. Maria-Gaia Soana (2011) No significant 

20. Rahmawati and Putrid Septia Danita (2011) No significant 

 


